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Portfolio Summary & Key Risk Characteristics

The investment objective of the Fund is to achieve capital growth by investing in a focused
portfolio of investments which shall primarily consist of UK equities which offer the prospect of
superior long term growth.

Source: River and Mercantile Asset Management LLP. Benchmark is the MSCI UK Investable Market Index, net GBP.                
Fund performance shows the B share class (accumulation units) which is net of an annual management charge of 0.75% per annum, and 
the Z share class (accumulation units) which reflects the fund’s gross performance before any fees are deducted. Inception date of the B 
share class is 20 October 2008 and inception date of Z share class is 28 November 2006. Fund performance is calculated using the midday 
published price. Note that the benchmark performance is calculated using close of business mid-market prices. Other share classes may be 
available. Past performance is not indicative of future results.
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Fund objective

Performance (net of fees)

The Synthetic Risk and Reward Indicator (SRRI) is based on how much the returns of the shares have varied over the last five years, or
since launch (whichever is the shorter period). The higher the rank the greater the potential reward but also the greater the risk of losing
money. For more details please refer to the Key Investor Information Document.

Performance (gross of fees)

B share class Benchmark Difference
3 months -2.4% -3.6% 1.2%
1 year -19.5% -18.5% -1.0%
3 years (p.a.) -6.1% -4.1% -2.0%
5 years (p.a.) 2.5% 3.0% -0.5%
10 years (p.a.) 6.3% 4.6% 1.7%
Since inception (p.a.) 9.8% 7.5% 2.3%

Z share class Benchmark Difference
3 months -2.2% -3.6% 1.4%
1 year -18.9% -18.5% -0.4%
3 years (p.a.) -5.4% -4.1% -1.3%
5 years (p.a.) 3.2% 3.0% 0.3%
10 years (p.a.) 7.1% 4.6% 2.5%
Since inception (p.a.) 5.7% 3.8% 2.0%

Fund AUM £96.4m Tracking error 4.5 %
Strategy capacity £800m Active money 55.2 %
Inception date 28 November 2006 Portfolio beta 1.09
Number of stocks 234
Largest holding GlaxoSmithKline 4.1 %

http://riverandmercantile.com/Asp/uploadedFiles/file/KIIDs/RandM_UK_Equity_High_Alpha_Fund_B_Acc.pdf
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 Equity markets continued to rally early in the third quarter, but this faded later in the period, with 
September quite weak. This coincided with the economic uncertainty associated with the 2nd wave of 
the virus and increased focus on an uncertain US Presidential election. The latter is likely to be closer 
than polls, which put Biden ahead. A victory for the Democrats is likely to be more inflationary and 
supportive of value stocks. 

 Our key investment factor, Value had another muted quarter. It is highly unusual for Value to 
underperform during economic recovery periods, so this remains a very significant anomaly that 
needs some explaining. Suffice to say that Growth and Quality have benefitted from falling interest 
rates, relatively strong corporate fundamentals through the Covid crisis and better positioning 
regarding sustainability and flows of liquidity. Value has not benefitted from these. 

 However, Value will be back. As I just mentioned, Value nearly always does well in an economic 
recovery period, especially if that recovery happens at a time when Value is relatively attractively 
priced, which it most definitely is today. What is likely to happen at some point over the next few 
quarters is this: global economies will continue to recover through 2021, especially if there is 
confidence that we are finally through the worst of the virus, perhaps catalysed by a vaccine or just 
post 2nd wave maturation of the pandemic; the massive monetary and fiscal stimulus will continue to 
positively impact; deflation will turn to reflation; bond yields will bottom-out; Growth and Quality 
stocks’ relative fundamentals will peak as more cyclical Value stocks start to see profits recover and  
brought forward digital spending struggles to preserve the momentum embedded in many growth 
and quality stock share prices; and finally, liquidity and passive investing may change direction as 
momentum shifts from deflation to reflation beneficiaries. 

 Indeed repeating my person from Mars test, if all you had was a deep set of data on factor returns and 
economic and profit cycles over the last 100 years (since proper equity markets began) and you ask 
yourself the ten key tests on whether now was the time to invest in Value, Recovery and Multi-Cap 
stocks, then the answer to all those questions would be very supportive. It remains, at least according 
to the data, the best time to invest in Value, Recovery and Multi-Cap that I have seen in my career. 

 Previous economic recovery periods during my career (1992/3, 2002/3, 2009/10, 2012/13) saw my 
funds produce very strong absolute and relative returns. I believe that this is still to come in this cycle.  

Market returns and performance  

 Equity Markets were strong early in the quarter but gave some of this back in September. Technology 
(Nasdaq +11.2%) continued to lead the way and banks (DJStoxx 600 Banks -12.1%) remained the 
laggards. Emerging markets outperformed, supported by a weak USD. US equities remained robust, 
led by their growth stocks. European equities were lacklustre, perhaps held back by a strong Euro. 
Commodities continued to be quite strong, but not oil; the reflation trade seems to be benefitting the 
scarcer commodities in particular, led by precious metals. Government bonds produced a modest 
positive total return. The UK equity market was a notable laggard, with risk premiums moving up as 
the possibility of a hard Brexit increased and the UK Government continued to be lacklustre in its 
handling of the pandemic; in addition the UK is underweight large cap tech and overweight value 
sectors, such as banks and energy. However, going against the above sterling did manage to rally 
during the quarter though much of this was USD weakness. The MSCI UK IMI (GBP) returned -3.6%, 
the MSCI ACWI (GBP) +3.4%, the MSCI World (GBP) +3.2% and MSCI EM (GBP) +4.9%. The MSCI UK 
Enhanced Value Index returned -8.9% and the MSCI ACWI Enhanced Value Index (USD) only +0.1% 
compared to the MSCI World (USD) return of +7.9%. 
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FTSE All-Share – Shiller Price to Earnings (Latest = 12.8) 

Source: FTSE, Global Financial Data, Morgan Stanley Research 
Notes: Shiller PE defined as inflation adjusted price to 10Y average EPS. Shiller DY defined as inflation adjusted average DPS to price. 

 Timing: 

Positive Timing indicators would include very supportive monetary and fiscal policy, positive cycle indicators 
such as PMIs, the economic and profit cycles moving into a recovery phase, unemployment above mid-cycle 
levels and house prices picking up (positive animal spirits). Regarding a move from deflation to reflation some 
indicators have turned positive, such as breakeven inflation expectations (shown below): 

 
Breakeven Inflation expectations (Europe and US) 

Source: Bloomberg, Morgan Stanley Research 

Negative Timing indicators would focus on recovery being disrupted by the 2nd wave of Covid cases and geo-
political uncertainties, notably the US Presidential election. The former is probably the key: the market needs 
a vaccine type event to provide the certainty that we can move to a post-Covid world. 

 In conclusion, this portfolio is very modestly valued and has a well-diversified exposure to companies 
that will be able to grow profits and cash flow robustly from this current low point. This should allow 
for attractive absolute and relative returns. 

 Previous economic recovery periods during my career (1992/3, 2002/3, 2009/10, 2012/13) saw my 
funds produce very strong absolute and relative returns. I believe that this is still to come in this cycle. 

 

Thank you for your continued support and patience. 

 

 

Hugh Sergeant 
Head of Value and Recovery Strategies, PVT Equities 
October 2020 
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Inception date: 28 Nov 2006
Fund manager: Hugh Sergeant
IA sector: UK All Companies
Benchmark: MSCI UK IMI (Total Return, net GBP)
Tracking error range: 4-8%
Strategy capacity: £800m (pooled & segregated)
Ex-dividend dates: 1 April & 1 October
Dividend/Accumulation payment date: 31 May and 30 Nov

Share class: B Z

Launch price (shares): 250.00p 500.00p

Share classification: Standard Institutional

Share class: Accumulation Accumulation

Fund charges:

Annual management charge 0.75% As agreed*

Maximum initial fee for direct investments 5.25% 5.25%

Ongoing Charge Figure (OCF) (incl. AMC) 0.90% AMC* + 0.15%

*Z class AMC is charged outside  of the Fund

Minimum direct investment:

Initial investment £2.5 million £5 million

Subsequent investments £25,000 £50,000

Sedol B3D79W3 B1DSZP7

ISIN GB00B3D79W34 GB00B1DSZP77

Bloomberg RMUKEHG RMUKEAA LN

Fund information
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The information in this document has been prepared and issued by River and Mercantile Asset Management LLP (trading
as “River and Mercantile” and “River and Mercantile Asset Management”) registered in England and Wales under Company
No. OC317647, with its registered office at 30 Coleman Street, London EC2R 5AL. River and Mercantile Asset Management
LLP is authorised and regulated by the Financial Conduct Authority (Firm Reference Number 453087), is registered with the
U.S. Securities and Exchange Commission as an Investment Adviser under the Investment Advisers Act of 1940.

Equity Trustees Fund Services Ltd (the “ACD” for ES River and Mercantile Funds ICVC) is authorised in the United Kingdom
and regulated by the Financial Conduct Authority FRN 227807.

River and Mercantile Asset Management LLP is a subsidiary of River and Mercantile Group Plc which is registered in
England and Wales under Company No. 04035248, with its registered office at 30 Coleman Street, London EC2R 5AL.

This document is directed at professional and retail clients. The information in this document should not be relied on or
form the basis of any investment decision. Retail clients requiring any information should seek the advice/assistance of a
Financial Advisor. The information contained in this document is strictly confidential and must not be reproduced or
further distributed.

The value of investments and any income generated may go down as well as up and is not guaranteed. An investor may
not get back the amount originally invested. Past performance is not a reliable guide to future results. Changes in
exchange rates may have an adverse effect on the value, price or income of investments. Please refer to the ES River and
Mercantile Funds ICVC principal prospectus for further details of the financial commitments and risks involved in
connection with an investment in this Fund. The information and opinions contained in this document are subject to
updating and verification and may be subject to amendment. The information and opinions do not purport to be full or
complete. No representation, warranty, or undertaking, express or limited, is given as to the accuracy or completeness of
the information or opinions contained in this document by R&M, its partners or employees. No liability is accepted by such
persons for the accuracy or completeness of any such information or opinions. As such, no reliance may be placed for any
purpose on the information and opinions contained in this document.

Please note that individual securities named in this report may be held by the Portfolio Manager or persons closely
associated with them and/or other members of the Investment Team personally for their own accounts. The interests of
clients are protected by operation of a conflicts of interest policy and associated systems and controls which prevent
personal dealing in situations which would lead to any detriment to a client.

Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI data makes any
express or implied warranties or representations with respect to such data (or the results to be obtained by the use
thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability
or fitness for a particular purpose with respect to any such data. Without limiting any of the foregoing, in no event shall
MSCI, any of its affiliates or any third party involved in or related to compiling, computing or creating the data have any
liability for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if notified
of the possibility of such damages. No further distribution or dissemination of the MSCI data is permitted without MSCI’s
express written consent.

Although River and Mercantile’s information providers, including without limitation, MSCI ESG Research LLC and its affiliates
(the “ESG Parties”), obtain information from sources they consider reliable, none of the ESG Parties warrants or guarantees
the originality, accuracy and/or completeness of any data herein. None of the ESG Parties makes any express or implied
warranties of any kind, and the ESG Parties hereby expressly disclaim all warranties of merchantability and fitness for a
particular purpose, with respect to any data herein. None of the ESG Parties shall have any liability for any errors or
omissions in connection with any data herein. Further, without limiting any of the foregoing, in no event shall any of the
ESG Parties have any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost
profits) even if notified of the possibility of such damages.

River and Mercantile Asset Management LLP
30 Coleman Street
London EC2R 5AL

www.riverandmercantile.com

Important disclosures

http://www.riverandmercantile.com/
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