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ES River and Mercantile

EUROPEAN FUND
CLASS B GBP (Income)
PAST PERFORMANCE

The chart and tables below show the performance of the fund’s GBP B (Inc) share class
since the launch of the share class on 16 October 2020.
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.

INVESTMENT OBJECTIVE
To achieve a return (income and growth in
the value of your investment (known as
“capital growth) over a rolling period of at
least five years, by investing in a core
concentrated portfolio of shares of
European companies.
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KEY FACTS
ES R&M European Fund B (Inc) share class

MSCI Europe (exUK) Investable Markets Index
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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

Accell Group (+)
Elis (+)
Boliden (+)
Bakkafrost (+)
Sensirion Holding (+)
Dometic Group (+)
Allfunds Group (+)
Aker Carbon Capture (+)
Nordic Entertainment (+)
-0.6%-0.4%-0.2% 0.0% 0.2% 0.4% 0.6% 0.8%
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TOP 10 COUNTRY WEIGHTS

SECTOR WEIGHTS

The portfolio’s ten largest country holdings
by total weight.
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Daily
12pm (UK)
12pm (UK)
T+4
£1000
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Portfolio weightings within specific
industrial sectors.
Energy
Materials
Industrials
Consumer Disc.
Consumer Staples
Health Care
Financials
Info. Technology
Comms. Services
Utilities
Real Estate

22.1%
13.3%

Source: Factset

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

Telephone
0345 603 3618
Email enquiries@riverandmercantile.com

Source: Factset
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DEALING INFORMATION

SYNTHETIC RISK & REWARD
INDICATOR (SRRI)

Source: Factset

France
Netherlands
Switzerland
Sweden
Denmark
Spain
Finland
Germany
Norway
Belgium
Other

FEES & CHARGES
Initial charge
Up to 5.25%
AMC
0.75%
Ongoing charge (including AMC)
0.95%

KPN
Verallia
Elis
Danieli & C.Officine
Accell Group
L'Oreal
Siemens
ASML Holding
Novartis
LVMH

KPN (+)

30/09/2020
Fund launch date
16/10/2020
Share class launch date
Benchmark MSCI Europe (ex-UK) IM index
Europe ex-UK
IA sector
£244.3m
Total fund size
UK
Domicile
UK UCITS
Fund type
BMX64P1
SEDOL
GB00BMX64P13
ISIN
ESRMEBI
Bloomberg
Income
Distribution type
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TOP 10 HOLDINGS

CATEGORIES OF POTENTIAL

The ten largest positions by weight held in
the portfolio.
Weight (%)

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

KPN
Roche Holdings
Verallia
Banco Santander
ING Group
Sanofi
Carlsberg
Boliden
Elis
Danieli & C Officine
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Growth
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Asset-backed
0.0%

Source: River and Mercantile Asset Management LLP
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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
Our view coming into this year was that after two years which have
been in the broadest sense dominated by factor returns, 2022
would be a mid-cycle year where success would likely be defined
by stock selection. We felt this was particularly likely to be the case
given the return of inflation after a full decade in abeyance was
becoming increasingly consensual and therefore priced in. We
also felt that a short-term peak was likely in the offing, owing to
cycling year-over-year effects (even if we retain our longer term
view that a decade of underinvestment, the second-round and
non-linear mechanisms of rising rates from a very low level, and
deglobalisation means the deflationary nature of the last cycle is
unlikely to persist).
The market message has been resounding through January
that it is not the case that higher inflation is priced in. The
outperformance of cyclical deep value – primarily the banks – and
extremely sharp underperformance of the growth style during a
period of rising rates is clearly signalling better nominal growth and
similar real growth. Whether this actually comes to pass remains
to be seen and I certainly wouldn’t be recommending a wholesale
shift into the most cyclical parts of the market at this stage in the
cycle, but I do think there are three actionable investment points.
1)
Very highly rated growth stocks – either loss making or
of the 50x plus variety remain extremely vulnerable because often
their investment case is vulnerable to reflexivity: they need a high
share price and access to capital to allow them to make the losses
(or low margins) required to continue their growth. The epitome of
this is Tesla, which over the last few years was able to lose $1bn a
quarter and raise the capital required to fund it. This allowed it to
establish a critical mass in their industry, repeating Amazon’s trick
from a decade earlier. Tesla has made it across the line to probably
be a going concern for the foreseeable future (that’s not to say it’s
a ‘buy’ necessarily), but companies which are at an earlier stage in
their lifecycle are not buys, as the share price of Peloton will attest.
We have very little exposure to this style and continue to find
these stocks an unattractive investment proposition. If you are still
overexposed here in your portfolio as so many are, our advice is to
panic early.

2)
Banks, which are towards the higher end of the quality
curve, are likely to remain reasonable inflation hedges for the time
being were rates to rise. Where combined with interesting bottomup investment cases off low valuations, they form an extremely
interesting each-way bet and we have added here this month,
examples include Caixabank and Santander which have been
profitable in the short term.
3)
Genuine GARP (growth-orientated with relatively low
price/earnings (P/E) multiples) stocks are in fact moving back into
a more sensible valuation range. This is our preference to manage
the risks attached to our value exposure within the portfolio were
rate rise expectations to peak, so we have been adding to stocks
such as Allfunds, Ebusco and Nordic Entertainment at lower, and
in an absolute sense attractive, valuations.

James Sym
Portfolio Manager
February 2022

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.

