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Global equity markets were initially sent lower in May triggered by investor concerns of rising inflation following April’s US Consumer Price Index 
(CPI) reaching a post Global Financial Crisis high. Whilst global central banks communicated price rises were only transitory, investor opinion 
remained divided. Markets took solace in further record-breaking economic data that demonstrated inflation was not yet impacting growth. 
Flash composite PMI data from the US and UK showed output growth hitting series and two-decade highs, respectively, and demand growth 
reached a 15-year high in the eurozone. Most major equity indices, in domestic currency and total return terms, ended May higher with the only 
notable exception being the NASDAQ 100, as valuations of growth companies continued to de-rate.  

The Fund outperformed the index in May, returning 3.59% versus a 1.74% return by its benchmark, the FTSE All-Share Total Return index (12pm 
adjusted). Outperformance was solely attributed to stock selection, with increasing signs the market is beginning to recognise the undervaluation 
of some of the Fund’s holdings aided, in part, by another period of strong earnings updates.

An example was news of a possible offer from Blackstone for St Modwen Properties (since confirmed) at a 21% premium to the previous day’s 
share price. This is the third property asset of the Fund to be bid for in seven months. We believe the current offer price of 542p per share 
does not fairly reflect the long-term optionality within the group’s businesses and land bank, built up over many years. Current average analyst 
forecasts of net tangible assets, adjusted for the recent trading statement and projected one-year forward, suggest there is little to no premium 
being offered for these assets. 

QinetiQ shares regained their recent relative highs against the Fund’s benchmark following full-year results that demonstrated strong momentum 
across a number of metrics, including orders (the highest in a decade), revenues (+10% organic), profitability and cashflow. Despite being the 
fifth year of consecutive revenue growth, management guiding to mid-single-digit organic growth, upgrading the addressable market by £5bn to 
£20bn and increasing balance sheet optionality, the shares remain at an undemanding valuation of just c. 13x (ex cash) FY22 PE.   

Convatec’s share price demonstrated how quickly things can change with a further 7% rise relative to the benchmark reflecting last month’s 
strong Q1 trading and continued industry commentary on the bounce back in elective surgeries globally. Likewise, Crest Nicholson’s share price 
continued to climb back towards pre-Covid levels buoyed by further strong housing price data and news that management had released £45m 
of capital to accelerate existing growth plans following the disposal of land at Long Cross Garden Village.  

Interims from DMGT demonstrated strong recovery in trading momentum within the Property and Consumer divisions setting earnings up to 
significantly beat analyst forecasts for the full year. Whilst management provided only conservative outlook guidance, three analysts subsequently 
upgraded FY21 earnings by 12-22%. Quite remarkably the shares remained near unchanged over the month and continue to suggest a valuation 
of zero is being attributed to DMGT’s stake in Cazoo if a sum-of-the-parts methodology is used to value the whole Group. 

Euromoney’s interims also delivered upgrades to analyst numbers through continued underlying growth in subscriptions and good cost control. 
The momentum in the business suggests earnings could continue to beat analyst expectations with the quality and margin of those earnings 
also set to grow.

ITV’s Q1 statement did not disappoint already high expectations. Guidance for Q2 total advertising revenue was raised to +80%, meaning no 
growth is needed in H2 to reach analyst expectations despite being a period that will include the European Football Championships and a slate 
of new shows. 

Electrocomponents’ full-year results saw analysts already making upgrades to FY22 and FY23 earnings on evidence of strong trading momentum 
and, importantly, significant market share gains. The shares ended down 8% versus the benchmark as growth stocks continued to de-rate 
globally. Full-year results at 3i Group saw the NAV increase 18% year-on-year driven predominantly by improving operating performance across 
the whole portfolio. If markets remain buoyant, there could be scope for significant cash returns to shareholders if asset disposals increase. 

Offsetting this, Vodafone’s shares unwound all their relative gains for the year as the market was sceptical of announced plans to raise capex 
spend in order to accelerate growth. 

Finally, the Fund exited its position in The Restaurant Group after five years as the shares continued to bounce back strongly in anticipation 
of the UK economy fully re-opening, resulting in a now greatly diminished risk reward for investors. Whilst the impact of Covid-19 meant the 
investment case never played out as we hoped, backing both the share placings last year proved to be the right decision as they led to significant 
value being recovered. Additionally, although the Wagamama acquisition was a contentious acquisition at the time, it proved to be one of the 
few winning brands in the UK restaurant industry throughout the pandemic.
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Discrete 12 month performance (%): JOHCM UK Dynamic Fund performance (%): 

Past performance is not necessarily a guide to future performance
Source: JOHCM/Bloomberg/FTSE International. NAV of share class A in GBP, net income reinvested, net of fees, as at 31 May 2021. Inception date: 16 June 
2008. Note: Performance data for the period 16 June 2008 to 22 October 2009 is for Ryder Court UK Dynamic Fund. From 23 October 2009 onwards, the Fund 
converted to JOHCM UK Dynamic Fund. All fund performance is shown against the FTSE All-Share TR Index (12pm adjusted). Performance of other share classes 
may vary and is available upon request. 1Geometric relative.
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Past performance is not necessarily a guide to future performance
Source: JOHCM/FTSE International/Bloomberg. Figures are at end of day and calculated gross of fees on an arithmetic basis in GBP. All performance is shown 
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Source: JOHCM/Bloomberg unless otherwise stated. Past performance is no guarantee of future performance. The value of investments 
and the income from them may go down as well as up and you may not get back your original investment. The information contained herein 
including any expression of opinion is for information purposes only and is given on the understanding that it is not a recommendation 
and anyone who acts on it, or changes their opinion thereon, does so entirely at their own risk. The opinions expressed are based on 
information which we believe to be accurate and reliable, however, these opinions may change without notice. The Fund’s investment 
include shares in small-cap companies and these tend to be traded less frequently and in lower volumes than larger companies making 
them potentially less liquid and more volatile. Source: JOHCM/Bloomberg/FTSE International. Note for return history: NAV of share class 
A in GBP, net income reinvested. Benchmark: FTSE All-Share TR Index. Performance of other share classes may vary and is available on 
request. FTSE International Limited (“FTSE”) © FTSE 2017. The Industry Classification Benchmark (“ICB”) and all rights in it are owned by and 
vest in FTSE and/or its licensors. “FTSE” ® is a trademark of the London Stock Exchange Group companies and is used by FTSE International 
Limited under licence. Neither FTSE or its licensors accept any liability for errors or omissions in the ICV. No further distribution of ICB is 
permitted without FTSE’s express written consent. JOHCM® is a registered trademark of J O Hambro Capital Management Ltd. Issued and 
approved in the UK by J O Hambro Capital Management Limited (“JOHCML”) which is authorised and regulated by the Financial Conduct 
Authority. Registered office: Level 3, 1 St James’s Market, London SW1Y 4AH. Issued in the European Union by JOHCM Funds (Ireland) 
Limited (“JOHCMI”) which is authorised by the Central Bank of Ireland. Registered office: Riverside One, Sir John Rogerson’s Quay, Dublin 
2, Ireland. JOHCM® is a registered trademark of J O Hambro Capital Management Ltd. J O Hambro® is a registered trademark of Barnham 
Broom Ltd. Registered in England and Wales under No: 2176004.
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