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Market recap
Despite a positive start in July, North American equities posted losses in
Q3. At the start of the period, markets were buoyed by hopes of a Fed
‘pivot’, i.e. interest rate cuts in 2023. However, Fed Chair Powell’s
comments at Jackson Hole in August and his comments to the media in
September made it very clear that the Fed’s focus remains on fighting
inflation and that there is no painless way of getting it down to more
palatable levels. For the quarter, the MSCI North America index
produced a performance of -5.0% in USD but the slump in the pound (to
its lowest ever level vs the dollar) meant that this translated to a gain of
3.4% over the quarter in GBP (source: MSCI). The S&P 500 posted a
dollar total return of -4.9%.
At the sector level, the best performing areas in North America included
energy (which has continued to benefit from the geopolitical backdrop)
and consumer discretionary. By contrast, ‘bond proxy’ sectors such as
real estate had a poor quarter as ‘risk free’ rates soared. Communication
services also significantly underperformed the wider market.
On the monetary policy front, the Fed raised rates by a total of 150bps in
Q3. By the end of the quarter, futures markets had priced in further
policy tightening by the Fed, with rates expected to rise to 4.5% in 2023.
Fund review
In Q3 2022, the SVS Sanlam North American Equity Fund produced a
performance of 3.3% (B class). At the underlying level (measured gross
of fees), the Fund modestly outperformed the MSCI North America
index. Sector allocation decisions exerted a slight drag on performance
as the Fund is underweight the consumer discretionary sector due to
being zero weighted in Tesla and Amazon, both of which outperformed
in Q3. However, our security selection decisions added value over the
quarter, most notably in consumer staples, healthcare, materials,
industrials and utilities. In total, our selection decisions added 26bps in
Q3.
Our investment approach is growth oriented, high conviction and typically
low turnover. Nonetheless, we made some changes to the portfolio.
These are discussed below.
Purchases in July included Boston Scientific, Salesforce and SS&C
Technologies. Boston Scientific operates across a range of healthcare
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Fund review (cont.)
fields including endoscopy, interventional cardiology, neuromodulation (implantable technologies to manage chronic pain and
neurological conditions), peripheral interventions, rhythm management and urology & pelvic health. Salesforce is a leader in
CRM software which enables users to build a single customer view from any device, anywhere in the world. SS&C Technologies
Holdings is a leading provider of software platforms to financial services companies. We exited Abbott Laboratories.
In August we started a new position in ATS Automation, which is listed on the TSE and designs and builds factory automation
systems. These are deployed across a wide range of industries including life sciences, consumer products, electronics, energy,
food & beverage, mobility, nuclear, packaging and warehousing & distribution. The company has grown revenues at a 5-year
CAGR of nearly 17% (fiscal 2017-22) and compound annual EPS growth has exceeded 28% over the same period. Complete
exits in August included Trimble and Western Digital.
New positions in September included Netflix and Yum! Brands. Netflix remains the global leader in online streaming and the YTD
declines in the share price have allowed us to start a position at very attractive valuation levels. At scale, NFLX subscriptions
enjoy very high incremental margins (c. 80-85%) which means that there is good margin upside over the longer term. The ad tier
rollout and measures to mitigate password sharing should provide further catalysts for the shares. Yum! Brands, Inc., based in
Louisville, Kentucky, and its subsidiaries franchise or operate a system of over 53,000 restaurants in 155 countries and
territories under the company’s concepts – KFC, Taco Bell, Pizza Hut and the Habit Burger Grill. The Company's KFC, Taco
Bell and Pizza Hut brands are global leaders of the chicken, Mexican-style food, and pizza categories, respectively. The Habit
Burger Grill is a fast-casual restaurant concept specializing in made-to-order chargrilled burgers, sandwiches and more. Yum!
Brands was named to the 2021 Dow Jones Sustainability Index North America and featured in Newsweek’s 2021 list of
America’s Most Responsible Companies. We exited Generac and Honeywell in September.
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Performance attribution
Looking at the stock level attribution data vs the MSCI North America index, the Fund benefited from being overweight Keysight
Technologies, Vulcan Materials and Deere. Keysight’s Q3 earnings and revenues (reported in August) beat Wall Street
expectations and the management gave upbeat guidance for Q4. Vulcan Materials reported robust earnings despite some
difficulties related to the shutdown of its aggregates operation in Mexico. Deere delivered a beat on the top line but earnings
missed expectations due to higher costs and supply chain issues. For the longer term, we see a very positive structural outlook
for Deere as its automated machinery (including autonomous tractors) can play an important role in cutting waste, reducing
chemical and fertilizer usage and alleviating rural labour shortages.
Laggards over the quarter included our positions in Littelfuse, Halliburton and Alphabet. Littelfuse’s Q2 earnings and revenues
beat estimates, but the shares struggled in Q3 due to the Street’s concerns that the outlook for electronics and related areas is
deteriorating. Halliburton delivered a 7% EBITDA beat for its Q2 and the shares traded in a range for much of the quarter, but
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Performance attribution (cont.)
they declined in the latter part of September amid concerns that slowing economic growth could result in weaker oil demand
and a weaker outlook for oil services and related areas. To date, declining commodity prices have not affected activity, but
Halliburton’s management acknowledged that this is a potential risk if oil declines into the $50s per barrel. Alphabet reported
weaker-than-expected earnings and revenues for Q2, with currency fluctuations from a stronger dollar knocking 3.7
percentage points off revenue growth. Advertising revenue climbed 12% to $56.3bn, a modest outturn by Alphabet’s
standards, as marketing teams rein in their spending in order to manage inflationary pressure. The company had already
indicated that it would slow its pace of hiring and investment through 2023 as it looks to mitigate macro headwinds.
Outlook
The S&P 500 has fallen heavily year to date, but on paper the market is not screamingly cheap – on a forward PE basis, it is
trading on a PE of around 16x – certainly not unattractive, but not a bargain either and around the same level as was seen at the
end of 2019, just before the world was rocked by Covid-19. Of course, the environment back then was very different – inflation
was low, 10-year yields were low and short rates were at or near all-time lows. Covid was a ‘Black Swan’ type event which
forced policymakers to use every tool at their disposal to protect jobs and growth. Today, a deliberate policy-led downturn (or
outright recession) looks quite likely in some economies – even in the US, Fed Chair Powell has acknowledged that it isn’t
possible to tame inflation without the economy suffering some pain.
Whilst EPS estimates have trended lower, they have remained relatively robust overall and for 2023 the Street still expects a
decent outturn for earnings compared to 2022. Given that backdrop, the Q3 earnings season – and the resilience (or lack of
resilience) of corporate profits – is more than likely to determine what happens to North American equities over the remainder of
the year.
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Important information
The Fund invests mainly in North America, movements in exchange rates may result in frequent rises and falls in the Fund's share price.
Exchange rate changes may cause the value of investments to go down as well as up.
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 Authorised Corporate Director, the Investment Manager or at www.sanlam.co.uk.
This document is marketing material and is not intended as a recommendation to invest in any particular asset class, security or strategy.
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 managed by Evelyn Partners Fund Solutions Limited, registered in England at 45 Gresham Street, London EC2V 7BG, which is
authorised and regulated by the Financial Conduct Authority (No. 1934644), as a UCITS Fund Manager and Alternative Investment Fund
Manager. Evelyn Partners Fund Solutions Limited 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 SVS Sanlam Unit Trusts prospectus 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.co.uk. 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.
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