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Global equity markets continued to move higher in August, led, once again, by large moves in indices with high exposure to growth stocks. The 
NASDAQ 100 and S&P 500 both made new all-time highs. 

These moves came despite global bond yields stabilising after four months of declines (the US generic 10-year yield was +9bps over the month) 
and despite PMIs globally showing marked slowdowns in expansion amid mounting capacity constraints and the disruption caused by the Delta 
variant (the flash US composite output index fell to an eight-month low of 55.4).

Valuation dispersions remain marked in the UK. Analysis from Morgan Stanley continues to show UK valuation dispersions at 20-year pre-
Covid-19 highs. In addition, the relative valuation of MSCI UK versus MSCI World is currently at a 46% discount across a blend of Price-to-Earnings, 
Dividend Yield and Price-to-Book value, versus a long run median reading of 18%. The largest discount in Morgan Stanley’s 46-year data set. 

The Fund outperformed the index in August, returning 3.39% versus a 2.65% return by its benchmark, the FTSE All-Share Total Return index 
(12pm adjusted). Performance was attributed to stock selection and was broad-based with strong trading updates and further positive M&A 
activity being the main drivers.    

Shares in Morrisons moved higher reflecting a raised offer of 285p from CD&R, outbidding an already raised 272p offer from the Fortress-led 
private equity consortium. It has since been confirmed that this will be concluding via an auction process.

Stock Spirits also received an all-cash offer from private equity at 377p per share, a 41% premium to the previous day’s share price. A good 
outcome for the Fund and a strong endorsement of the turnaround strategy executed by management over the last five years. The strategy, 
which this Fund backed from the start, delivered a recovery in the core Polish business leading to increases in market share and profitability 
notwithstanding Covid-19. This resulted in substantial cash generation enabling both bolt-on acquisitions and enhanced shareholder returns. 
The share price made a marked recovery as both earnings and multiple increased. From an initial entry price of c. 120p five years ago, the shares 
recently reached 280p, at which point, with questions over future growth being reliant on transformative and returns-dilutive M&A, we decided 
to exit much of the Fund’s position. The bid, when it came, whilst not completely surprising, was a fair offer for the Fund's remaining shares (a 
45bp position) and the position was sold in full at a price higher than the current offer.

Aviva’s interims confirmed that “at least” £4bn of capital would be returned to shareholders, equivalent to over 25% of the current market 
capitalisation, with the immediate launch of a £750m share buyback. A significant milestone in the turnaround strategy actioned by the new CEO 
barely a year ago. Management also committed to reducing debt by £1bn and confirmed cash remittances from the core business were on track 
to be over £5bn from 2021 to 2023 demonstrating the de-risking profile of this business. 

Interims from TT Electronics showed not only a step change in trading momentum, with management raising guidance, but also in the 
transformation of this business to a higher margin, higher visibility and therefore higher quality business. Underlying margins (excluding Virolens 
investment) increased +170bps to 8% year-on-year, on target to reach over 10%, and FY21 sales are now fully covered by orders with 25-30% 
cover for FY22. A marked change for one of the lower revenue visibility businesses within the Fund. With £3m invested in start-up costs for 
Virolens in H1 and a £19m investment in Group WCAP, including an increase in inventories of £9m, consensus estimates for EBIT to only increase 
c. £11m year-on-year in FY21 and a further £8m in FY22 look well underpinned. The Fund had increased its holding from 100bps to 135bps over 
the preceding six months as the market continued to underestimate the importance of the growing, higher quality order book being reported 
by management.

WPP also increased FY21 guidance at its interims to like-for-like (LFL) revenue growth of 9-10% versus c. 7% previously and margins to be at 
the upper end of the previous 13.5-14% range. Growth in Q2 like-for-like revenues less pass-through costs was WPP’s highest on record and 
above 2019 levels, a year earlier than management expected, as clients reinvested in marketing, particularly in digital media, ecommerce and 
marketing technology. This activity demonstrates not just the scale of the cyclical bounce back but also the impact of new management’s 
strategy on WPP’s ability to continue to win new business dispelling concerns over the structural nature of revenue declines in previous years.  

Offsetting this momentum was further weakness in ConvaTec’s share price following the previous month’s interim results. Despite increasing 
revenue guidance, management moderated expectations on near-term margin progress to reflect some transitory cost pressures. This could 
prove to be conservative guidance but, at this early stage in the turnaround, it is also demonstrates management’s focus on the long term. 
Messaging has been clear on the importance of investing to create a platform that can deliver growth both globally and sustainably. We see 
this as just a minor misstep in what is one of the Fund’s highest conviction turnaround stories and we have rebuilt the position in to weakness.

Finally, we believe the recent weakness in Pearson’s share price is misplaced. Given the strategic progress outlined in the previous month’s 
interim results the Fund has increased its position into this weakness.       
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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 August 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
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against the FTSE All-Share TR Index (12pm adjusted). Data from 31 July 2021 to 31 August 2021. *Stock was not held during this period.
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Professional investors only. This is a marketing communication. Please refer to the fund prospectus and to the KIID before making any final 
investment decisions.  These documents are available in English at www.johcm.com, and available from JOHCMI, or (for UK investors) 
JOHCML, at the addresses set out below. 

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. Registered in England No:2176004.

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.

The distribution of this document in jurisdictions other than those referred to above may be restricted by law (“Restricted Jurisdictions”). 
Therefore, this document is not intended for distribution in any Restricted Jurisdiction and should not be passed on or copied to any person in 
such a jurisdiction.                                                                                                                                                                                                                                                                                                                    

Investments fluctuate in value and may fall as well as rise and investors may not get back the value of their original investment. Past 
performance is not necessarily a guide to future performance. 

The information in this document does not constitute, or form part of, any offer to sell or issue, or any solicitation of an offer to purchase 
or subscribe for any funds described in this document; nor shall this document, or any part of it, or the fact of its distribution form the 
basis of, or be relied on, in connection with any contract. 

The Fund’s investment includes 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. 

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. 

Telephone calls to and from JOHCML and JOHCMI may be recorded. Information on how personal data is handled can be found in the 
JOHCM Privacy Statement on its website: www.johcm.com. 

Information on the rights of investors can be found here.  

The registered mark J O Hambro® is owned by Barnham Broom Holdings Limited and is used under licence. JOHCM® is a registered 
trademark of JOHCML. 

Sources for all data: JOHCM/Bloomberg unless otherwise stated.
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