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Market recap
UK equities had another volatile quarter as hopes of a Fed policy ‘pivot’
evaporated as core inflation remained stubbornly high; the Fed, BoE and
ECB all raised rates in Q3. The ongoing war in Ukraine (and the sabotage
of the Nord Stream pipelines ahead of the Northern Hemisphere winter)
provided further headwinds for risk assets. The FTSE All-Share posted a
total return loss of -3.4% in GBP. Mid cap growth stocks had a tough
quarter, with the MSCI UK Cap Mid Cap Growth index returning -5.7%.
On the macro front, the majority of UK data releases were downbeat –
consumer confidence fell to an all-time low in September as the ‘cost of
living’ crisis continued to escalate. Inflation (CPI) hit 10.1% in July and
August’s reading was all but in double-digit territory again at 9.9%; core
CPI rose to 6.3%. The BoE implemented two 50 bps hikes in Q3 and is
expected to keep tightening in Q4. Labour markets remain tight and
unemployment is at its lowest levels since the early 1970s.

In the UK, Q3 2022 will probably be remembered for two things – the
passing of Queen Elizabeth, an internationally respected monarch, and
the chaos unleashed on Gilt markets by the new UK government. The
end of September ‘fiscal event’ saw the unveiling of large, unfunded tax
cuts for high earners, plus other unfunded giveaways. More concerningly
for markets, the announcement appeared to be made with no
consultation with the BoE and zero oversight from the independent OBR.
Gilt prices plummeted, sending the cost of government debt soaring. At
the end of the month, the BoE was forced to intervene in Gilt markets –
effectively restarting QE – amid concerns that some defined benefit
schemes (which utilise Gilts as ‘risk free’ collateral) were on the brink of
collapse. The chaos also saw the pound fall to its lowest-ever level
against the dollar, thus exacerbating inflationary pressure.
Fund review
In Q3 2022 the Fund produced a performance of -4.2% (B share class –
source: Morningstar), underperforming the MSCI UK but outperforming
the IA UK All Companies sector median. Sector allocation effects added
117bps to returns in Q3 (largely reflecting our underweight in healthcare,
which underperformed, and an overweight in materials, which
outperformed). The zero weight in real estate also added value as the
sector performed very poorly in Q3, falling 21.8%.
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Fund review (cont.)
On the down side, security selection effects in industrials and consumer discretionary exerted a drag on returns over the quarter.
Elsewhere, our selection decisions in consumer staples added 43bps in Q3.
In terms of activity, we disposed of our position in easyJet in July. Despite strong revenues, many airports and service providers
have struggled to cope with the ramp-up in demand, resulting in higher costs for the airline operators and therefore weighing on
profitability. No new names were added to the portfolio in July. In August, we started a position in Coke bottler Coca-Cola HBC.
The company’s half-year results showed that demand remains healthy and consumers are still willing to spend; net sales were
up 19.4% on an organic basis. Long-term supply contracts and hedging means that the company has been able to mitigate
inflationary pressure. The company is also well positioned to capture structural growth opportunities in emerging markets like
Egypt.
In the last month of the quarter, we exited our positions in Ferguson, Made Tech Group and ITM Power. There were no new
positions added during the month.
Please note that on 08 August the Fund changed its name to the SVS Sanlam UK New Economies Fund to better reflect the
Fund’s existing investment approach. There is no change to the investment management team or the way in which the
underlying portfolio is constructed.

Fund performance
QTR

YTD

1yr

3yrs

5yrs

Since Inception

B GBP Inc

-4.2

-28.5

-28.4

-2.3

0.0

6.2

MSCI UK

-2.9

-1.3

3.8

1.6

2.6

7.1

12 Months to

Sep-22

Sep-21

Sep-20

Sep-19

Sep-18

B GBP Inc

-28.4

47.3

-11.5

1.0

6.2

MSCI UK

3.8

25.8

-19.8

2.8

5.8

•
•
•

Performance beyond one year is annualised.
Past performance is not an indicator of future performance.
Source: Sanlam, Morningstar and Lipper as at 30/09/2022. Figures for periods longer than 12 months are annualized. NAV to NAV figures are used. Net of
charges.

Performance attribution vs MSCI UK
Winners
GSK (not held)

Total impact (bps)
+106

Losers

Total impact (bps)

Shell (not held)

-86

GB Group

+84

The Gym Group

-74

Ashtead

+64

Future plc

-74

•

Source: StatPro as at 30/09/22.

Outlook
UK equities remain very cheap by historic standards, with the MSCI UK trading on a one-year forward PE of just 8.6x – a large
discount to the MSCI World, which trades on well over 16x (as at the beginning of October). However, given the chaos seen in
UK government bond markets at the end of September, and the reality that consumers will now face materially higher borrowing
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Outlook (cont.)
costs just at the time when the ‘cost of living’ crisis is beginning to bite, the valuation discount versus global equities is at least
partially justified.
The political environment is extremely febrile; the UK has just appointed its fourth chancellor in as many months and there has to
be a question as to whether the current government can survive in its current form given the avoidable damage it has inflicted on
the real economy. The UK will now have to take a ‘whatever it takes’ approach to restore its fiscal credibility – which will most
likely include tax hikes and spending cuts – although that in itself is unlikely to bring any immediate relief to mortgage and
borrowing rates, which will provide a major headwind for the consumer sectors in Q4 and into next year.
For the longer term, we continue to see a very positive long-term outlook for our favoured long-term investment themes. These
include the capital cycle, digitalisation, sustainability, health and biotech, infrastructure and UK companies that are exploring new
opportunities in EMs.
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Important information
The Fund primarily invests in company shares listed on stock exchanges in the United Kingdom and will therefore have greater exposure to
the market, political and economic risks in the UK.
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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