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Market recap
In Q3 the fund returned +0.48% (A GBP Acc) while the benchmark MSCI
UK returned -2.92% and the MSCI World Index returned +2.76%.
Markets rallied off the June lows as optimism grew that inflation was
peaking. Continued strong job numbers also tempered recession fears.
Companies started reporting their results to the end of June which turned
out to be more robust than the market expected. Energy and commodities
have seen major retracements after highs seen in the first half of the year,
seeming to signal lower inflation ahead and less need for rate rises. The
general consensus is that energy and commodities prices will remain lower
for longer from here. I am highly sceptical of this consensus on a mediumterm view given the underinvestment in Capex since 2014 in these critical
industries. The fund has meaningful exposure to Mining and Energy
companies with strong balance sheets and world-class assets.
Around mid-August, FED officials started to opine that inflation was still a
serious problem and that rates would still need to rise rapidly. This signal of
further tightening into an economy that appears to be slowing, caused the
market to fall again as fears of a recession grew.

Fund Performance

The real story of 2022 for markets has been persistent and high inflation.
UK ten-year gilts moved from 1% at the start of the year to over 4% by the
end of September. The initial move in rates to 3% was driven by the
expectation for short rates to remain higher for longer, as UK borrowing
looks to be higher than expected (energy bailout package) and as inflation
expectations become more embedded. In late September there was a
dramatic repricing in yields with the UK ten-year Gilt moving from 3% to
over 4% as markets took fright at the unfunded tax cuts proposed by the
Chancellor. Furthermore, rapidly rising yields caused issues at pension
funds using Liability Driven investment strategies. As a result, the Sterling
was significantly weaker through August and September. The situation
appears to have been stabilised by BOE intervention and yet another new
prime minister.
In a world with higher inflation and higher interest rates, it is unlikely that the
UK will find itself the only country facing issues.
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Fund performance
QTR
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B GBP Acc

-10.0

27.8

-11.4

0.7

5.4

A GBP Acc

-10.6

26.8

-12.1

-0.1

4.6

D GBP Acc

-10.4

27.1

-11.8

0.2

4.9

MSCI UK*

3.8

25.8

-19.8

2.8
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12 Months to

•
•
•
•

Performance beyond one year is annualised.
Past performance is not an indicator of future performance.
Source: Sanlam, Morningstar and Lipper as at 30/09/22. Figures for periods longer than 12 months are annualized. NAV to NAV figures are used. Net of
charges, assumes net income reinvested. Class A net returns are used to illustrate the funds longest track record in the table above.
*Please note the index returns stated relate to the B GBP Acc

Fund review
The fund outperformed the benchmark by 3.40% in Q3, returning +0.48% (A GBP Acc) against -2.92% for the MSCI UK
Index. Company results for the period ended 30 June were generally good, despite the geopolitical turmoil during the first
half of the year.

One new stock position was added to the fund during the quarter, Intertek plc. Intertek is a global testing and assurance
business with a good long-term track record. The business has market-leading positions in many of its segments, a high
return on capital and a history of growing revenues, earnings and free cash flows. It has been on our watchlist for some time
and the market volatility allowed us to establish a position.
I sold Embecta during the quarter. Embecta is a small spinoff we received through our ownership of Becton Dickinson. While
it has a market-leading position in diabetes-care consumables, it has a relatively high debt load and did not fit the criteria for
the fund.
Performance Attribution
The disaggregated drivers of the outperformance were stock selection (+2.0%), sector allocation (+0.5%) and currency
(+1.3%). Much of the outperformance was driven by stocks rebounding from a tough previous quarter, which is pleasing as
the foundation of the fund philosophy is taking a longer-term view and not getting scared out of good holdings or getting
side-tracked by the constant noise in the market.
In terms of stock selection the biggest contributors were Glencore (rebounded from a poor prior quarter for mining stocks),
Conoco Phillips (strong result and raised their capital return targets for the third time for the 2022 full year) and Flutter
Entertainment (delivered a surprisingly good result in their market leading, but still nascent US betting business).
Negatives came from not owning BP (though the ownership of Conoco more than offset this), Taylor Wimpey (fears about
UK housing) and XP Power (higher debt reported at the half year than expected).
In terms of sectors, an overweight to Mining/Materials helped, as well as not owning any Real Estate (benchmark component
down 22%) and Utilities (benchmark component down 10%).
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Outlook
Twenty-five days into the final quarter, things have stabilised somewhat in UK financial markets, and we have yet another UK
prime minister. The actions by the BOE to shore up Gilt markets and by association, pension funds, seem to have worked
(for now at least). The UK stock market is trading significantly cheaper than its long-term averages. According to Bloomberg
estimates, MSCI UK is trading at a 4.7% dividend yield and 8.8x PE. The Sanlam Active UK fund has broadly similar valuation
metrics while producing a higher ROE than the benchmark. It’s worth remembering that for both the fund as well as
benchmark, basic calculations show that roughly 2/3rds of look-through revenues and profits are generated outside the UK
domestic market. While the economic road ahead is highly uncertain, our focus on valuation, cash flows and quality should
stand the fund in good stead.
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Important information
The Fund invests in equities and equity related securities. These are sensitive to fluctuations in stock market which can change substantially
in short periods of time. The Fund's investments are concentrated in a particular country, there is an increased risk of volatility which may
result in frequent rises and falls in the Fund's share price.
The value of this portfolio is subject to fluctuation and past performance is not necessarily a guide to future performance. The performance
is calculated for the portfolio and the actual individual investor performance will differ as a result of initial fees, the actual investment date, the
date of reinvestment and dividend withholding tax. All terms exclude costs. Fluctuations or movements in exchange rates may cause the
value of underlying investments to go up or down. Do remember that the value of participatory interests or the investment and the income
generated from them may go down as well as up and is not guaranteed, therefore, you may not get back the amount originally invested and
potentially risk total loss of capital. Therefore, the Manager does not provide any guarantee either with respect to the capital or the return of
a portfolio. The Manager has the right to close any Portfolios to new investors to manage them more efficiently in accordance with their
mandates. Collective Investment Schemes are traded at ruling prices and can engage in borrowing and scrip lending. Collective Investment
Schemes (CIS) are generally medium to long term investments. A schedule of fees and charges and maximum commissions is available on
request free of charge from the Manager, the Investment Manager or at www.sanlam.co.uk. A full summary of investor rights can also be
found online at https://www.sanlam.co.za/ireland/Documents/SAMI%20Shareholder%20Engagement%20Policy.pdf Documents are
provided in English.
This document is marketing material. Issued and approved by Sanlam Investments which is authorised and regulated by the Financial
Conduct Authority. Sanlam Investments is the trading name for Sanlam Investments UK Limited (FRN 459237), having its registered office at
24 Monument Street, London, EC3R 8AJ. The UCITS Management Company has the right to terminate the arrangements made for the
marketing of funds in accordance with the UCITS Directive.
The Fund is a sub-fund of the Sanlam Universal Funds plc, a company incorporated with limited liability as an open-ended umbrella
investment company with variable capital and segregated liability between sub-funds under the laws of Ireland and authorised by the Central
Bank. The Fund is managed by Sanlam Asset Management (Ireland) Limited, Beech House, Beech Hill Road, Dublin 4, Ireland, Tel + 353 1
205 3510, Fax + 353 1 205 3521 which is authorised by the Central Bank of Ireland, as a UCITS Management Company and Alternative
Investment Fund Manager, and is licensed as a Financial Service Provider in terms of Section 8 of the South African FAIS Act of 2002.
Sanlam Asset Management is a registered business name of Sanlam Asset Management (Ireland) Limited. Sanlam Asset Management
(Ireland) has appointed Sanlam Investments UK Ltd as Investment Manager to this fund.
This document is provided to give an indication of the investment and does not constitute an offer/invitation to sell or buy any securities in
any fund managed by us nor a solicitation to purchase securities in any company or investment product. It does not form part of any
contract for the sale or purchase of any investment. The information contained in this document is for guidance only and does not constitute
financial advice.
The fund price is calculated on a net asset value basis, which is the total value of all assets in the portfolio including any income and
expense accruals. Trail commission and incentives may be paid and are for the account of the manager. Performance figures quoted are
from Sanlam and are shown net of fees. Performance figures for periods longer than 12 months are annualized. NAV to NAV figures are
used. Calculations are based on a lump sum investment.
Please note that all Sanlam Funds carry some degree of risks which may have an adverse effect on the future value of your investment. Any
offering is made only pursuant to the relevant offering document, together with the current financial statements of the relevant fund, and the
relevant subscription/application forms, all of which must be read in their entirety together with the Sanlam Universal Funds plc prospectus,
the Fund supplement and the KIID. All these documents explain different types of specific risks associated with the investment portfolio of
each of our products and are available free of charge from the Manager or at www.sanlam.ie. No offer to purchase securities will be made
or accepted prior to receipt by the offeree of these documents, and the completion of all appropriate documentation. Use or rely on this
information at your own risk. Independent professional financial advice should always be sought before making an investment decision as
not all investments are suitable for all investors.
“Deemed authorised and regulated by the Financial Conduct Authority. The nature and extent of consumer protections may differ from
those for firms based in the UK. Details of the Temporary Permissions Regime, which allows EEA-based firms to operate in the UK for a
limited period while seeking full authorisation, are available on the Financial Conduct Authority’s website.” (Notes 1, 3 and 4)
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