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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)

Time to adapt 
As the global economic turmoil gains pace we are faced with new and unanswerable questions. How long with the lockdown last? How 
much new funding will be needed? Will the credit market be able to withstand the pressure of that funding? What are the long-term 
consequences for companies that take taxpayer bailouts? Given this uncertainty, we don’t believe that now is the time to be speculating 
on the possible duration of economic disruption, nor on the prospects of companies which have stretched balance sheets. 

It is likely that the world will look different on the other side of the Covid-19 pandemic. Here are some of the thematic changes which 
are shaping our portfolio: 

• Companies need equity, not debt: raising equity is painful, especially for executives paid on earnings per share. But raising more 
debt in order to survive the downturn only makes companies more vulnerable. Avoid companies taking on yet more debt. Favour 
strong balance sheets.

• Don’t underestimate the stranglehold of government intervention: there are likely to be consequences for companies bailed out 
by taxpayers. The future may well involve mandatory repayments, no dividends, regulated returns and a higher corporate tax burden. 

• From just-in-time to more localised manufacturing: supply chains are being forced to localise. Those that manufacture in the East 
and sell in the West may see a permanent shift in supply chains. Supply chains need to be resilient, not just efficient.

• A reassessment of corporate values: when the dust settles, companies who have had too much debt for their business model or 
‘dumped’ their employees, suppliers and landlords may well be the new social pariahs, just like the banks were after 2008. 

• A reset of societal values: a focus on healthcare, local food production and industrial resilience. Changes in employment rights for 
temporary and zero-hours workers.

• An acceleration of the death of the High Street: as people become even more accustomed to online banking, shopping and food 
delivery.

Portfolio changes – protect capital first, then back high quality companies with the wind at their backs 
Our first priority as the world enters these uncharted waters is to protect capital. The severity of the demand shock and dislocation in 
credit markets has forced us to sell out of some positions in the Fund where risks have come to the fore. For example, we have sold 
Imperial Brands, which has a significant amount of refinancing to complete this year because of its 2015 US acquisition. We have sold 
Direct Line due to our concerns over its personal lines business. We have also exited Bodycote and Ibstock. For all their high-ish margins 
and net cash on their balance sheets, the duo may struggle to sustain themselves given the scale of the shutdown and the time their 
customers will take to repair themselves. Associated British Foods has also been sold in light of its response to the crisis, changing 
manufacturing footprints and consumers moving further away from the High Street, all of which will create a headwind for Primark, the 
dominant driver of the group’s earnings. 

On the other side, we have been deploying cash into high quality companies that are set to benefit from future tailwinds. Periods 
of weakness have enabled us to add to names including Smith & Nephew and Compass Group. During March we established new 
positions in Homeserve, Diageo, Sage, Intertek, Experian and Severn Trent. These businesses benefit from the core characteristics 
which we favour: recurring revenues; high margins; well-established market positions; sensible balance sheets; and positive long-term 
growth tailwinds. Many of these businesses are only just becoming reasonable value, so we will be patient buyers as events unfold. 

We go into this next stage of real world uncertainty and corporate balance sheet repair with what we regard as a solid set of investments 
in the Fund and the liquidity ready to buy the best opportunities as they present themselves. You should expect the Fund to continue 
to twist towards higher quality investments when valuation windows open and participate in select opportunities where balance sheets 
are in the process of repair. 
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Past performance is no guarantee of future performance. The value of an investment and the income from it can fall as well 
as rise as a result of market and currency fluctuations and you may not get back the amount originally invested. The annual 
management charge is deducted from the capital of the Fund. This will increase the income from the Fund but may constrain 
or erode potential for capital growth. We recommend that you read the Prospectus and Key Investor Information Document 
available from the address overleaf or from our website. Information on how JOHCM handles personal data which it receives 
can be found in the JOHCM Privacy Statement on our website: www.johcm.com. 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. 
Issued and approved in the UK by J O Hambro Capital Management Limited, which is authorised and regulated by the 
Financial Conduct Authority. JOHCM® is a registered trademark of J O Hambro Capital Management Ltd. J O Hambro® is a 
registered trademark of Barnham Broom Ltd. Registered in England and Wales under No:2176004. Registered office: Level 3, 
1 St James’s Market, London SW1Y 4AH. 

JOHCM UK Opportunities Fund  
5 year discrete performance (%)

Past performance is no guarantee of future performance. 

Source: JOHCM/FTSE International/Bloomberg, NAV of Share Class A in GBP, net income reinvested, net of fees as at 31 
March 2020. The A Acc GBP class was launched on 30 November 2005. Benchmark: FTSE All-Share TR (12pm adjusted). 
Performance of other share classes may vary and is available on request. 

Discrete 12 month performance (%): 

A GBP Class
Benchmark
Relative return

31.03.20

-14.67
-19.06
5.41

31.03.19

9.71
5.93
3.57

31.03.18

-3.46
1.36
-4.76

31.03.17

12.31
21.88
-7.85

31.03.16

5.87
-4.42
10.77
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