
JULY 2021 REVIEW

INVESTMENT BACKGROUND

STRATEGY UPDATE

JOHCM UK DYNAMIC FUND

Alex Savvides, Senior Fund Manager Tom Matthews, Analyst

Global equity markets edged higher in July, with the largest moves coming from those indices with the highest exposure to growth stocks. 
The NASDAQ 100 and S&P 500 both reached new all-time highs. 

Growth stock valuations benefited from further declines in bond yields as global growth expectations were buffeted by concerns over the 
impact of PMIs rolling over, an uptick in Covid-19 cases globally and a constantly evolving inflation backdrop. 

The yield on the US generic government 10-year bond declined 25bps to close at 1.22%. This decline came despite US inflation expectations, 
as denoted by the US dollar 5-year inflation swap rate reversing early declines to end slightly up over the month.  

The Fund outperformed the index in July, returning 1.25% versus a 0.37% return by its benchmark, the FTSE All-Share Total Return index 
(12pm adjusted). 

Outperformance was attributed to stock selection, with strong idiosyncratic performances from a number of the portfolio’s larger 
positions. This more than offset valuation headwinds from those positions that the market perceived as more cyclical (ITV, Aviva, WPP).

Operating momentum continued to build across the portfolio, with a number of strong updates in a period which saw over 70% of the 
portfolio’s capital reporting. 

Of particular note: the significant increase in NAV at 3i as Action demonstrated continued double-digit like-for-like revenue growth in 
Q1; the strong investment performance at Man Group delivering growth in AUM and fees; the further upgrades at IMI as the Hydronics 
division continued to benefit from new product launches and the drive for increased heating efficiency in Europe; operating profit 
upgrades at Direct Line along with news of a strategic partnership with Motability demonstrating the appeal of this market-leading, 
vertically-integrated business; and the launch of Pearson’s direct-to-consumer courseware subscription service, Pearson+, marking a 
new era for the turnaround plus news there would be significant tie-ups with major multi-national companies and the Workforce Skills 
business. 

Undervalued share prices continued to attract attention from both internal and external parties. In July new buybacks were announced 
or extended at Anglo American, Barclays, Man Group and BP, meaning 30% of the portfolio’s capital is now undertaking a buyback in 
2021. This is 37% of portfolio capital if we include those forecast to make capital returns within the next 12 months (Aviva and Tesco). In 
addition, over 10% of the portfolio’s capital confirmed new or increased bids in July. 

The on-going bidding war between private equity owners for Morrisons continued to confirm our belief in the underlying attractions of 
this asset. This remained a c. 400bp position in the portfolio at the end of July. 

Cobham’s £35 per share proposal for Ultra Electronics represented a 42% premium to the previous day’s close, but an impressive 63% 
premium to the price the day before Cobham’s first rejected proposal. This was a smaller position for the portfolio at just under 90bps at 
the beginning of July due to the complex turnaround strategy still being in its early stages. 

More significant for the Fund was news that the independent DMGT directors are minded to accept a possible offer price of 251p from 
Rothermere Continuation Limited for the remaining DMGT businesses following the announced sale of RMS and distribution of the Cazoo 
holding to shareholders. RMS is DMGT’s largest asset by enterprise value, so the disposal marks a major milestone in management’s 
strategy of unlocking value with the valuation on sale since confirmed as being 2-3x higher than analyst expectations. The shares are yet 
to reflect this, with the market instead focusing on the valuation of the group implied by the 251p offer price. We have our own views on 
the valuation but await further information from DMGT before confirming this. DMGT remains the Fund’s largest holding at c. 600bps.
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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 July 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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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.

Notice to Swiss investors: RBC Investor Services Bank S.A., with registered office at Esch-sur-Alzette, Badenerstrasse 567, P.O. Box 1292. 
CH-8048 Zurich has been appointed to act both in a capacity as Swiss representative and Swiss paying of the JOHCM Global Emerging 
Markets Opportunities Fund. All legal documentation pertaining to the JOHCM Global Emerging Markets Opportunities Fund can be 
obtained free of charge from the Swiss representative. The place of performance and jurisdiction in relation to [shares/units] distributed 
in Switzerland is at the registered office of the Swiss representative.

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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