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FUND DETAILS 
 
Fund: Sentinel Universal Portfolio 
 
Managing Group: North Investment Partners 
 
Lead Manager: John Husselbee 

 
 
PERSONNEL 
 

1. Please detail any significant changes to the personnel involved in the 
management of the fund and the analysis of underlying stocks/funds.  In 
particular, please detail the length and type of experience/qualification for any 
new team members. 
 
No change. 

 
 

2. Please give an approximation of total funds under management by the team 
managing the portfolio. 

 
Total funds under management stand at approximately £457m as at 28th 
September 2012. 

 
 
INVESTMENT POLICY 
 

3. Has there been any change to your investment research systems or your 
style of management?   

 
There have been no significant changes to our investment research systems 
or style of management in the period under review. 

 
 

4. What changes have you made to the Asset Allocation of the Fund? 
 

July 
• Increased Investment Grade Credit 

 
August 

• Reduced Japanese Equities 
• Reduced Global Emerging Markets 
• Reduced Hedge strategies 

 
September 

• Increased European Equities 
• Reduced US Dollar Cash 

 
 



5. What is the rationale for these changes and what impact do you expect this to 
have on performance? 

 
We wished to reduce our negative bet in gilts but we believe there is no value 
in this asset class and a risk of capital loss.  Therefore we increased our 
exposure to high quality investment grade credit through the Fidelity 
Moneybuilder Income fund managed by Ian Spreadbury.  Investment grade 
credit is increasingly becoming correlated with gilts though at least investors 
are paid to hold it. 
 
At the end of July Mario Draghi said he would do whatever it takes to save the 
euro.  We were sceptical of this, especially whether the German’s would go 
along with any such plan.  Therefore following a run up in equity markets and 
a weakening economic backdrop we chose to reduce our equity in Japan and 
Global Emerging Markets fearing increased market volatility. 
 
At the beginning of September Mario Draghi announced the Outright 
Monetary Transactions mechanism whereby countries that require help can 
ask for the ECB to purchase potentially unlimited quantities of sovereign 
bonds provided they agree to further austerity measures.  We were surprised 
that such a mechanism has been accepted by the Germans but equally we 
believe this to be an important stepping stone for Europe. It does not solve 
anything, and Europe remains a political and economic problem, but it does 
buy time. 
 
Soon afterwards Ben Bernanke announced QE3.  This was increasingly 
priced into expectations as GDP growth tailed off and unemployment has 
remained stubbornly high in the US.  The size and the nature of the 
quantitative easing, $40bn monthly purchases of agency mortgage-backed 
securities were not an undue surprise, but the open ended nature of it was.  
This is the first time that the Fed has committed to a policy until economic 
conditions improve and is probably therefore the most potentially inflationary 
policy to date.  At the same time, Operation Twist remains in force, buying 
long dated treasuries at the expense of short dated, until the end of 2012. 
Therefore the Fed is purchasing $80bn of assets per month for the remainder 
of the year.  The Fed is aiming to ensure that the recovery in the US housing 
market continues as construction is a large component of employment in the 
US. 
 
We believe both these actions, but particularly the ECB’s OMT are positive for 
risk assets and have therefore increased our equity exposure in European 
equities from underweight to an overweight position.  We also acknowledge 
that Spain probably needs to embrace the OMT before markets move on from 
current levels. 
 
 

 
 



6. What has been your portfolio turnover level and is this higher or lower than 
you would normally expect?   

 
Turnover has been slightly higher than we would normally expect, the macro 
environment requires a dynamic approach from risk versus reward 
perspective.  We also switched out of Blackrock Equity Income into Cazenove 
UK Opportunities in the period. 

 
7. Are you confident that you have negotiated the best possible terms and have 

all discounts and rebates against initial charges and AMCs on underlying 
funds been negotiated by you and notified to Premier so that they can ensure 
these are received by the fund?  Are you actively aiming to reduce the TER of 
the fund? 
 
The negotiation of investment charges remains a key chain in the investment 
process and the team always push for the most competitive terms possible. 
As our assets under management with certain providers grow, we consistently 
re-evaluate the terms of business agreed with those fund providers.  

 
 
8. Please list any funds that where the underlying TER of the fund NET of any 

rebate is greater than 1.5%.  (If yes please complete the additional TER slide 
in the IC quarterly presentation) 

TER Ex   TER Inc 
Performance fee 

Absolute Insight Credit B1p GBP  1.19%   1.65% 
 
 

9. Please supply 1 or 2 examples of good investments decisions you have made 
at stock level which have contributed to your performance. 

 
UK Equity stock selection was very strong across the board for Q3 2012.  Of 
the funds we held for the whole period, AXA Framlington UK Select 
Opportunities returned the lowest at 5.9% versus 4.7% for the FTSE All Share 
whilst Lindsell Train UK Equity returned 7.2%.  During the period we sold out 
of Blackrock UK Income following disappointing performance and what 
amounted to capitulation in the fourth quarter of 2011.  We switched into 
Cazenove UK Opportunities which since purchase to the end of the quarter 
returned 7.7%, the combination of both them returned 8.5% over the period.  
 
Our holding in Blackrock Gold & General rose 16.1% over the quarter as the 
gold futures price rallied just over 10% in Q3 on the back of concerns over the 
US fiscal cliff and continued quantitative easing debasing currencies. 
 



10. Please also provide an example of a poor investment and how you have dealt 
with this to minimise the loss to the fund.  

 
Over the quarter International Oil & Gas Technology fell 18.1%.  This is an 
investment trust that we bought in 2008 and is private equity fund specialising 
in oil and gas technology.  In 2010 the investment manager was sacked 
following concerns over remit drift leading to an increasing number of 
investments into software opposed to drilling technology.  A new investment 
adviser was appointed led by David Sefton who had previously acted as an 
adviser to the trust overseeing the investment manager. They have slimmed 
down the portfolio to three companies, all of which are either trading well or 
showing very encouraging signs of traction within their respective spheres.  
Unfortunately the original manager, Wanda Dorosz, is taking legal action 
against the trust via a litigation fund for loss of earnings.  The investment 
manager strongly believes these claims are without any substance and 
believes the litigation fund is playing for an out of court settlement.  The NAV 
as of the 30 June 2012 was US$10.39, versus the share price of US$4.88 as 
of the 8th October 2012. 
 
Whilst the investment manager was changed we ceased purchasing the 
holding whilst the Sentinel Universal fund was growing AUM and since the 
concerns over litigation have arisen we have not added.  Therefore at the 
current price the weighting in the fund is 0.3%. 

 
 

11. How have you managed the cash content in the portfolio with a view to 
maximising the return to the fund? 

 
Whilst the administration of the fund is transferring to Aviva we are mindful of 
keeping a sufficient cash balance to deal with the outflows.  Consequently 
where we were holding a 5% US dollar position as a defensive asset we have 
recently reduced this when increasing our equity weighting to ensure 
sufficient sterling cash is available for outflows.  This is a temporary measure 
whilst that will remain in place until the transfer is completed and 
communicated to us by Richard Anderson. 

 
 

12. Are you happy with your stock selection across each sector? 
 

We are reviewing our position in US Short Duration High Yield as this asset 
class has performed strongly, compressing yields and limiting any future 
capital upside. 

 
 

13. If not, what changes are you looking to make over the next quarter and why? 
 

We are currently considering adding to our gold equity position as we believe 
sentiment has turned in gold’s favour due to further quantitative easing and 
the approaching US fiscal cliff. 

 



 
14. Are there any particular factors which you feel have affected the performance 

or volatility of the fund? 
 
Our large underweight position in UK gilts will continue to affect performance 
versus the benchmark though through the purchase of high quality investment 
grade credit, exposure to CF Eclectica Absolute Macro and uncorrelated 
assets such as CatCo (baring any dramatic natural disasters) we hope will 
help to dampen down any volatility relative to the benchmark.  


