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Global markets fell 8% in April. The US 10-year hit 3% which 
results in the worst 4 month start to a year for those assets 
since 1788. US Equities had the worst 4-month start to a year 
since 1939. US policy makers are now signalling a series of 
50bps hikes which is consensus. US CPI hit 8%. We’ve seen some 
pretty high-profile causalities at a stock specific level particularly 
amongst the lockdown winners. Outside these winners though, 
cyclical consumer stocks and cyclical growth stocks have also 
been very hard hit with many examples in our European universe 
down 30-50%. In many cases we see valuations – and I mean 
through cycle valuation metrics not just an end-cycle derating of 
current profitability – back to the March 2020 lows. UK consumer 
confidence hit 39 which is fractionally above the all-time low of 38.

Unsurprisingly we think it is now time to somewhat amend the 
portfolio to benefit from the consensus shifting again. While long 
term exposure to inflation-protective assets will be key if we are 
correct that we have embedded a more inflationary investment 
regime for this cycle, it won’t be a straight line. We need therefore 
to determine how to have sufficient exposure to the recovery of 
these cycle low valuations and a short-term fade of the rampant 
cost-of-living-crisis fears. 

Our preference – in order to limit duration risk – is to add to very 
beaten-up consumer stocks which have some pricing power, rather 
than pile into well-owned growth cyclicals at this late stage of their 
growth phase, despite the share price falls. Dometic and Verallia 
are good examples of what we like, operating in local oligopolies 
with demonstrable ability to pass through price rises, where this 
ability is not expected or priced by the stock market, and they trade 
on crisis-level valuations. It is a fear of terrible consumer demand in 
the face of inflation which has created these sorts of opportunities, 
so it stands to reason an abatement in the short term from ‘peak 
fear’ should lead to a rerating. 

I’ve generally avoided talking about performance in these monthly 
notes, but it is worthwhile highlighting the fund had a very good 
month, outperforming by 2.7% despite a relatively high cyclical 
exposure, which hopefully demonstrates that the assets your 
clients own through this portfolio are able to walk the inflation-
protection walk.

James Sym 
Portfolio Manager 
May 2022
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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. 


