31 DECEMBER 2020

ES River and Mercantile

UK EQUITY SMALLER COMPANIES FUND
CLASS B GBP (Accumulation)
PAST PERFORMANCE

INVESTMENT OBJECTIVE

The chart and tables below show the performance of the fund’s GBP B (Acc) share class
since the launch of the share class on 30 November 2006.

To grow the value of your investment
(known as "capital growth") in excess of the
Numis Smaller Companies + AIM (excluding
Investment Companies) Index net total
return (the "Benchmark") over a rolling 5year period, after the deduction of fees.

Source: River and Mercantile Asset Management LLP. Fund performance is calculated using midday published
prices. Benchmark performance is calculated using close of business mid-market prices.
Past performance is not a reliable guide to future results.
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Number of holdings
Fund Volatility
Benchmark Volatility
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Active Money

79
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0.94
81.3%

KEY FACTS
30/11/2006
Fund launch date
30/11/2006
Share class launch date
Numis Smaller Companies
Benchmark
+ AIM (ex ICs) Index
UK Smaller Companies
IA sector
£367.9m
Total fund size
UK
Domicile
UCITS
Fund type
B1DSZS0
SEDOL
GB00B1DSZS09
ISIN
RMUKSEA
Bloomberg
Accumulation
Distribution type

FEES & CHARGES
TOP 5 PERFORMANCE
CONTRIBUTORS & DETRACTORS

TOP 5 OVERWEIGHTS &
UNDERWEIGHTS

The best and worst contributors to the
portfolio’s performance relative to the
benchmark

The securities in which the portfolio
weight differs most from that of the
benchmark

Initial charge
Up to 5.25%
AMC
0.75%
Ongoing charge (including AMC)
0.88%

DEALING INFORMATION
Dealing frequency
Dealing cut-off time
Valuation point
Settlement
Minimum investment

MaxCyte
Codemasters Group
Smart Metering Systems
Learning Technologies
OSB Group
AO World
Pets At Home Group
William Hill
S4 Capital
ITM Power

MaxCyte (+)
Codemasters Group (+)
Learning Technologies (+)
Avon Rubber (-)
R&M UK Micro Cap Inv Co (+)
Team17 Group (+)
ITM Power (-)
Ceres Power (-)
Babcock International (+)
Strix (+)
-1.0%
Contribution

0.0%

1.0%

SYNTHETIC RISK & REWARD
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Source: River and Mercantile Asset Management LLP

Source: River and Mercantile Asset Management LLP

SECTOR WEIGHTS

TOP 10 HOLDINGS

Portfolio weightings within specific
industrial sectors.

The ten largest positions by weight held in
the portfolio.

Energy
Materials
Industrials
Consumer Disc
Consumer Staples
Health Care
Financials
Info Technology
Comms Svcs
Utilities
Real Estate
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1.6
9.5
10.1
10.8
12.8
5.4
0

5

CONTACT DETAILS
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Source: River and Mercantile Asset Management LLP

MaxCyte
Codemasters Group
Smart Metering Systems
Learning Technologies
Diversified Gas & Oil
OSB Group
R&M UK Micro Cap Inv Co
Halfords
Team17 Group
Strix

3.9
3.8
3.7
3.2
2.6
2.5
2.4
2.4
2.4
2.4

Source: River and Mercantile Asset Management LLP

Telephone
0345 603 3618
Email enquiries@riverandmercantile.com

MARKET CAPITALISATION

CATEGORIES OF POTENTIAL

Comparison of portfolio and benchmark weightings across a range
of sizes based on company value.

The weighting of the portfolio across the four categories of potential,
related to stages of a company’s life cycle.

Fund

Benchmark

Active
0.0%

Mega Cap

£20bn +

0.0%

0.0%

Large Cap

£4bn - £20bn

0.0%

0.0%

0.0%

Mid Cap

£2bn - £4bn

2.0%

6.0%

-4.0%

Small Cap
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Micro Cap

£0m - £100m

3.4%

7.3%

-3.9%

Growth

45.7%
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36.6%

Recovery
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Asset-backed

6.2%

0.0%

Source: River and Mercantile Asset Management LLP
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Source: River and Mercantile Asset Management LLP, excludes cash.

PORTFOLIO STYLE SKYLINE
This chart shows the Style Tilts of the portfolio against the benchmark as calculated by StyleAnalytics.
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FUND RATINGS

OTHER INFORMATION
Authorised Corporate
Equity Trustees Fund Services Limited
Director
Investment manager River and Mercantile Asset Management LLP
Depositary
The Bank of New York Mellon (International) Limited

MANAGER’S REVIEW
Investment Background
December’s robust performance (MSCI UK IMI +3.7% total return)
rounded off a strong final quarter of 2020 for the UK equity market
(MSCI UK IMI +12.2% total return). Other risk assets such as
industrial commodities continued to rally. The US dollar continued
its decline (DXY index -2.1%). Both sterling (in trade-weighted terms)
and UK equities (in US dollar terms) outperformed as expectations
rose around a UK-EU trade deal, which was subsequently signed on
Christmas Eve. Smaller companies outperformed (Numis Smaller
Companies ex IT inc AIM benchmark +8.4%).

Strategy Update
Performance
Our slightly lower beta fund rose 7.6%1 through the month, just
behind the benchmark which returned 8.4%2. It was a strong final
quarter in absolute terms, contributing to the fund delivering 20.4%
over the year versus the benchmark which returned 4.9%, a 15%
outperformance and top decile versus peers. This builds on the
consistent long-term track record of the strategy, where it is also
a top decile performer over 10 years. (Source: FE fundinfo Analytics,
MSCI. The ES R&M UK Equity Smaller Companies Fund sits in the IA UK
Smaller Companies sector. Data as at 31 December 2020)
At a stock level, despite the value bounce during the quarter,
our strongest contributions continued to come from our growth
winners Codemasters (received a bid), Learning Technologies and
MaxCyte.
Detracting from performance were typically a number of names
which outperformed earlier in the year, trailing the year-end
rally. These were Strix, Team 17, Halfords and DFS Furniture in
particular.
Activity
1
B (Acc) share class (GBP), mid-day to mid-day pricing
2
Close-of-business to close-of-business pricing

We purchased Bytes Technology, a high quality Value Added
Reseller, in an IPO during the month. Bytes is the largest reseller
of Microsoft software licenses in the UK. Growth Potential is
driven by increasing its customer base and share of wallet (<3%
share in a fragmented market) in a growing market catalysed
by the complexity of digital transformation and cloud software
adoption. We also participated in the IPO of Conduit Holdings
during December. We view this as an exciting opportunity to
benefit from price inflation in the global reinsurance market across
a broad suite of business lines, via a purpose-built vehicle with
strong management credentials and no legacy business acting as
a drag on growth and returns through a requirement to rebuild
provisions. We bought our stake at 1x book value, compared to
trading multiples of 1.5-2x for other UK-listed specialty insurers
and reinsurers. We exited building supplier Grafton after a strong
bounce post our purchase in the spring Covid-19-related sell-off, in
part due to its larger size taking it out of the benchmark.

Outlook
One by one the clouds of uncertainty around the US Election,
Brexit and the pandemic are beginning to dissipate. The outlook
for the economy should see confidence rapidly return in 2021
as the latest Covid wave falls and the vaccines are rolled out.
The UK market remains relatively cheap despite the most recent
rally, value dispersions remain quite high and analyst earnings
revisions are typically slow to react, providing great opportunities
for UK stock pickers. We are buying undervalued stocks, where
we believe growth will be stronger and more sustainable than the
market believes. We continue to execute on a sell discipline that
enables us to recycle capital into new exceptional smaller company
investments.
Thank you for your interest and support through the extraordinary
year that has been 2020.

This document has been prepared and issued by River and Mercantile Asset Management LLP (“R&M”), registered in England and Wales under Company No.
OC317647, with its registered office at 30 Coleman Street, London EC2R 5AL. R&M is authorised and regulated by the UK Financial Conduct Authority (FRN
45308) and 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. Equity Trustees Fund Services Ltd is the Authorised Corporate Director (the “ACD”) of the ES River and Mercantile
Funds ICVC and of its sub-funds, including this fund. The ACD is authorised in the United Kingdom and regulated by the Financial Conduct Authority (FRN
227807) and has its registered office at Pountney Hill House, 4th floor, 6 Laurence Pountney Hill, London EC4R 0BL.
This document is intended for use by individuals who are familiar with investment terminology. Please contact your financial adviser if you need an explanation
of the terms used. For further details of the specific risks and the overall risk profile of this fund; as well as the share classes within it, please refer to the Key
Investor Information Documents and ES River and Mercantile Funds ICVC Prospectus which are available on our website www.riverandmercantile.com.
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 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.
The Global Industry Classification Standard (“GICS”) was developed by and is the exclusive property and a service mark of MSCI Inc (“MSCI”) and Standard &
Poor’s, a division of The McGraw-Hill Companies, Inc. (“S&P”) and is licensed for use by R&M. Neither MSCI, S&P nor any third party involved in making or compiling the GICS or any GICS classifications makes any express or implied warranties or representations with respect to such standard or classification (or the
results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability
and fitness for a particular purpose with respect to any of such standard or classification. Without limiting any of the foregoing, in no event shall MSCI, S&P, any
of their affiliates or any third party involved in making or compiling the GICS or any GICS classifications 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. 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.

