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New onshore share classes (minimum investment applies):

‘A’ Acc Class: 0.90% AMC / 0.99% capped OCF (ISIN: GB00BJ5JMC04)

‘X’ Acc Class: 0.625% AMC / 0.75% capped OCF (ISIN: GB00BJ5JMF35)

Below we provide an update on our current expectations for the Fund dividend for 2020 and 2021.

Context
The Covid-19 pandemic and associated lockdown caused a raft of dividend cuts and suspensions across the UK stock market. Please see 
our April monthly report on the Fund dividend for an explanation of the multiple drivers behind these moves. 

Peel Hunt has produced some of the best analysis of market-wide dividend trends since the start of the crisis. It currently estimates that 
about half of ‘spring’ dividends have been cut, with a similar outcome likely for the year as a whole.

2020 Fund dividend – unchanged guidance i.e. a 45-55% fall
We said that the 2020 Fund dividend would fall by between 45-55% when we provided an update about two months ago. This guidance 
remains unchanged. The dividend position has been stable since we conducted the initial work that underpinned that forecast. Indeed, in 
the last month there have been tentative signs that dividend expectations from our portfolio companies are firming up: Keller announced 
it would pay its 2019 final dividend after initially deferring it; SSE, which had highlighted a risk to its dividend in March as Covid-19 
developed, reaffirmed its policy to continue to pay at the historic level plus annual growth of RPI; Severfield has deferred its dividend 
decision rather than cancel it; and for certain other stocks where we are assuming no dividends in the second half, the risk has turned 
slightly towards payment (e.g. DS Smith and Mondi).

Excluding any of the above mentioned upside risks occurring – which would move us towards the better end of the current guidance 
range i.e. towards a 45% cut – the main downside risk to the mid-point of the current 45-55% guidance would be a larger than expected 
dividend cut by BP. We currently expect BP to cut by 33% year on year. 

Using this guidance, the Fund’s yield for 2020 would be c. 3.5%.

2021 Fund dividend – estimated 69% year-on-year growth in the Fund dividend in 2021 versus 2020
Over the past six weeks, we have modelled, on a stock-by-stock basis, what we could expect the dividend picture to be in 2021. This 
exercise is clearly more difficult than normal given the degree to which there is uncertainty over the economic trajectory. This is a 
function of how the pandemic evolves and how economies can unlock, as well as how boards decide to resume dividend payments. 

As we said above, the trend in the last six weeks has suggested a firming up of dividend intentions, which is encouraging as we look into 
2021. However, we have specifically done this analysis in a prudent and ‘hair-shirted’ manner given the uncertainties identified above. 

We normally provide a range of expected growth (or decline) for the Fund dividend. This includes a buffer for prudence and risk, such as 
currency moves. Given the context and the degree to which dividends have changed, we have provided the exact growth rate highlighted 
by our analysis. This is based on the current information as we see it. We will update this analysis at the end of August after the interim 
results season and change it to a formally guided range of growth for the 2021 Fund dividend later this year, as normal. 

Our work suggests 69% year-on-year underlying growth in the Fund dividend in 2021 versus 2020. This 69% figure is based on 44% actual 
growth plus an abnormally large calendar effect of 25%. This rebound would leave the underlying dividend c. 20% below the 2019 level. 

A pronounced calendar effect
We use the word ‘underlying’ as in 2021 there will be a far more material calendar effect than normal. To understand this effect we use 
WPP, held in the portfolio, as an example. 

For 2020, we assume no dividends at all for WPP (which could be too prudent). This means there will be no final dividend for 2020, which 
would normally go ex-dividend in Q1 2021, and hence would be part of the Fund’s 2021 dividend. We assume 40p of dividend for WPP’s 
reporting year to 2021, with a 15p interim paid in Q3 and a final dividend of 25p paid in Q1 2022. 

The early part of calendar 2021 (mainly Q1) will still bear the brunt of Covid-19, since many final dividends will be zero or very low given 
they are based on an economically disrupted 2020. The normalisation will occur in the following year, in 2022, when the 2021 finals are 
paid. The calendar effect, which is normally positive for the annual growth rate (typically to the tune of 1-2%), is more likely to be c. 25% 
in 2021 for this reason. This would mean the Fund’s actual dividend growth in 2021 would be c. 44%. This would converge to the 69% 
when we look back at the last 12 months’ dividends at the end of Q1 2022, by when the calendar effect will have largely worked through. 

Based on this forecast of 69% underlying growth, our work suggests the Fund would yield 6%.

Our latest guidance on the Fund dividend

https://johcm.com/uk/home
https://johcm.com/uk/our-funds/fund-details-JOH-UK-EI/johcm-uk-equity-income-fund#kiidsdocuments
https://www.linkedin.com/company/j-o-hambro-capital-management/
https://johcm.com/uk/news-views/details/1938/uk-equity-income-bulletin
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Unit price vs. dividend - update
The graph below shows the unit price of the Fund has fallen in line with the dividend cut that we expect for 2020. As outlined above, 
we expect the Fund dividend to grow materially in 2021 and beyond as many of the factors that led to the hollowing out of dividends in 
2020 reverse. Were our forecasts to be correct, in order for the correlation between the Fund dividend and the Fund’s unit price to be 
re-established, the Fund would have to rise by close to 50%.

Past performance is no guarantee of future performance 
Source: JOHCM/Fund Analytics/StatPro as at 19 June 2020. Shaded area indicates a dividend forecast to 31 December 2021 based 
on JOHCM analysis. *Based on underlying growth. Our work estimates 69% year-on-year underlying growth in the Fund dividend 
in 2021 versus 2020. This 69% figure is based on 44% actual growth plus an abnormally large calendar effect of 25% in 2021. This 
would converge to the 69% when we look back at the last 12 months’ dividends at the end of Q1 2022, by when the calendar 
effect will have largely worked through. 

Fund dividend – trajectory vs. unit price
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https://johcm.com/uk/home
https://johcm.com/uk/our-funds/fund-details-JOH-UK-EI/johcm-uk-equity-income-fund#kiidsdocuments
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Source: JOHCM/Bloomberg unless otherwise stated. Fund launch date 30 November 2004. Issued by J O Hambro Capital Management 
Limited authorised and regulated by the Financial Conduct Authority. The value of investments and the income from them may go 
down as well as up and you may not get back your original investment. Any forecasted dividend yield quoted is prospective and not 
guaranteed. The information contained herein including any expression of opinion is for information purposes only and is given on the 
understanding that it is not a recommendation. The Fund’s investment include 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. Source: JOHCM/
Bloomberg/FTSE International. 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. 
JOHCM® is a registered trademark of J O Hambro Capital Management Ltd. J O Hambro® is a registered trademark of Barnham Broom 
Holdings Ltd. Registered in England and Wales under No: 2176004. Registered address: Level 3, 1 St James’s Market, London SW1Y 4AH, 
United Kingdom.

JOHCM UK Equity Income Fund  
5 year discrete performance (%)

Past performance is no guarantee of future performance. 
Source: JOHCM / Lipper Hindsight. NAV per share calculated net of fees, net income reinvested, ‘A’ accumulation share class in GBP. 
Performance of other share classes may vary and is available on request. Inception date: 30 November 2004. Index return is net income 
reinvested, adjusted for 12pm.

Discrete 12 month performance (%): 

A GBP Class
Benchmark
Relative return

30.06.20

-21.14
-12.56
-9.81

30.06.19

-9.44
0.14
-9.57

30.06.18

13.04
8.66
-4.03

30.06.17

30.31
21.37
7.37

30.06.16

-9.31
-0.60
-8.76

https://johcm.com/uk/home
https://johcm.com/uk/our-funds/fund-details-JOH-UK-EI/johcm-uk-equity-income-fund#kiidsdocuments

