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

MARKET CAPITALISATION
Comparison of portfolio and benchmark weightings across a r ange 
of sizes based on company value.

PORTFOLIO STYLE SKYLINE
This chart shows the Style Tilts of the portfolio against the b enchmark as calculated by StyleAnalytics.

OTHER INFORMATION
Authorised Corporate 
Director
Investment manager
Depositary

Equity Trustees Fund Services Limited

River and Mercantile Asset Management LLP
The Bank of New York Mellon (International) Limited

Source: StyleAnalytics

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

FUND RATINGS

Mega Cap £20bn + 0.0% 0.0% 0.0%

Large Cap £4bn - £20bn 0.0% 0.0% 0.0%

Mid Cap £2bn - £4bn 3.0% 0.9% 2.2%

Small Cap £100m - £2bn 89.5% 91.3% -1.8%

Micro Cap £0m - £100m 0.8% 7.8% -7.1%

Fund Benchmark Active

-1.5

0.3

-0.0

-1.2

0.9 0.7

2.1
2.8

-0.8

1.9

-0.1

0.7

1.7

-1.6
-0.8

-1.5

1.5

-1.0

-2.0



Investment Background

Global equity returns remained strong in March (MSCI ACWI +2.7% 
total return in USD, MSCI UK IMI +4% in GBP). The Numis Smaller 
Companies Index ex. ITs returned 4.3%, building on the very strong 
start to the year, finishing up 9.9% year to date. Broadly speaking, 
cyclical companies and Value indices continued to outperform 
defensives and Growth indices. This has been supported by 
earnings upgrade momentum in resources, financials and autos 
particularly, but was also driven by higher bond yields. The US 
10-year yield rose more than 30 basis points to above 1.7% amidst 
a backdrop of supportive macroeconomic indicators, and the 
passing of a $1.9 trillion US stimulus package and presentation of 
an additional $3 trillion bill focused on infrastructure. Commodities 
prices fell slightly following their particularly strong month in 
February (Brent oil -1% and copper -2%).

Strategy update

Performance

The fund returned 4.1% through the month, just behind the 
benchmark return of 4.3%, leaving it marginally behind the 
benchmark at the end of the quarter and over 12 months following 
the annualisation of the Covid crisis.

UK domestic consumer cyclical stocks continued to recover as the 
vaccine programme was rolled out successfully, providing a path to 
opening up the economy. Those with an additional sustainable tilt, 
Halfords and DFS Furniture performed the most strongly. Positive 
contributions also came from our tier 1 sustainability winner 
growth stocks too with Volution Group (Ventilation) and Smart 
Metering Systems (Energy Smart Meters). Negative contributions 
came from a number of the pandemic crisis winners, giving back 
some outperformance, such as Maxcyte and Diversified Gas and 
Oil. OneSavings Bank was a detractor of relative performance in 
the month following the announcement of potential fraudulent 
activity in its non-core lending activity which overshadowed a 
strong underlying profit beat. The maximum exposure to the 
potential fraud is relatively immaterial and the issue appears to be 
an isolated incident based on initial finds. We await the conclusions 
of an independent review of associated processes and controls.

Activity

We took advantage of a liquidity event to establish a position in 
Begbies Traynor, a UK corporate rescue and recovery practice at 
an attractive valuation. We expect a recovery in UK insolvencies 
driven by emerging catalysts to support strong revenue growth and 
margin expansion ahead of consensus expectations.

We exited Fevertree after they delivered earnings downgrades 
on the back of slower trading. The 50x multiple just looked too 
rich without confidence in the earnings momentum.  Similarly, 
growth stock Craneware was also exited after a positive return but 
now rich valuation. We also exited Telecom Plus, the multi-utility 
distributor following a breakdown in the PVT investment case given 
a relatively full valuation, earnings risk and a share price starting to 
underperform. Long-term concerns around the sustainability of the 
company’s partnership distribution model was a key factor in our 
decision making.

Outlook

Pandemic headlines continue to improve and the outlook for the 
UK economy should see confidence rapidly return later in 2021 
as the latest Covid wave falls and the vaccines and therapeutic 
drugs are successfully rolled out. The UK market remains relatively 
cheap despite the most recent rally.  We are buying high quality 
undervalued small cap stocks, where we believe growth will be 
stronger and more sustainable than the market believes.  We are 
also continuing to engage with companies where we believe we 
can add value.  We continue to execute on a sell discipline that 
enables us to recycle capital into new exceptional small cap equity 
investments.

Thank you for your interest and support through the eventful 
markets of the past 12 months.

Dan Hanbury 
Portfolio Manager 
April 2021

MANAGER’S REVIEW

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 con-
nection 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 mem-
bers of the Investment Team personally for their own accounts. The interests of clients are protected by operation of a conflicts of interest policy and associat-
ed 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 com-
piling 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 in-
volved 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. 
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