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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 £352m as at 31st 
December 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? 
 

October 
• Reduced US Short Duration High Yield Credit 
• Increased Investment Grade Corporate Bonds 
• Increased Gold equity 

 
November 

• Reduced US, European and Global Equity 
• Added Index-Linked Gilts 

 
December 

• Increased Japanese equities and switched out away from mid to large 
cap growth & quality to large cap value 

 



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

have on performance? 
 

We sold out of US Short Duration High Yield Credit as spreads have 
compressed materially throughout the year and many bonds are now at their 
call level meaning that there is very little capital return available.  We switched 
half of this into investment grade credit through the JPM Sterling Corporate 
Bond fund as we wish to maintain our position in defensive fixed income 
aware that we are materially underweight government debt. 
 
We increased our position in gold equity believing that we remain in a low 
growth environment that will require further quantitative easing to keep the 
growth momentum rolling.  Gold continues to act as a hedge against central 
banks debasing the value of currencies, and gold equity is a geared play on a 
rising gold price.  If stronger growth fundamentals come through we will have 
to revisit this position. 
 
In November we reduced the equity weighting as we felt that markets were 
being very complacent around the US fiscal cliff being resolved which could 
have a very material impact on US growth for 2013.  We bought a 5% 
weighting in UK Index-Linked Gilts through an iShare.  UK Index-Linked gilts 
are very long duration and therefore should demonstrate greater sensitivity to 
potential falling growth rates and the resultant lower interest rates for longer.  
 
In addition UK linkers had fallen in price following the Treasuries 
announcement that it is to review the RPI calculation, in the worst case 
scenario bringing it into line with CPI and in the best case maintaining the 
status quo.  The market had all but priced in the worst case scenario and 
therefore we felt that not only did linkers offer defensive attributes should the 
US fiscal cliff not get resolved in a timely manner but also the potential to 
make money should markets begin to believe that the RPI review would not 
be completely negative in an environment in which the UK government still 
needs to attract investors to buy its debt. 
 
In December we increasingly became positive on Japanese equities as it 
looked like the LDP were likely to be victorious on a campaign actively 
targeting inflation of +2-3%.  We believe the LDP will exert greater pressure 
on the Bank of Japan to use quantitative easing more aggressively and that 
the Yen could finally start to weaken which would be critical help to Japan’s 
exporters. Japan continues to be a geared play on a recovering global 
economy, albeit it a very weak recovery, and it would be a beneficiary of the 
revival of the US economy, whilst being on a much cheaper valuation and 
greatly under owned by investors. 
 
As well as increasing our position in Japanese equities, we also switched into 
the GLG Japan Core Alpha fund, a large cap value fund that has suffered an 
extended period of underperformance.  As a fund holding many very cheap 
and long suffering exporters, we believe a weakening Yen will be extremely 
beneficial to its portfolio. 



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

 
Turnover has been higher but not materially so.  Going forward we anticipate 
a continuing switch between risk on and risk off which will advocate greater 
trading versus periods of more stable trends.  

 
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? 
 
We continue to push for the best terms available to us and are increasingly 
looking for passive strategies that offer similar return profiles for lower fees. 

 
 
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. 
 
Increasing exposure to Japanese equities through the GLG Japan Alpha 
sterling hedged large cap value fund has benefitted the portfolio as equity 
markets have responded to a weakening Yen on the back of the election 
victory of the LDP. 
 
Since purchasing Index-Linked Gilts they have been one of the strongest 
performers within fixed income over the period.  This has been purchased as 
a hedge against volatility from uncertainty over the US fiscal cliff and is not a 
long term core holding. 
 



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

 
The share price of CATCo Reinsurance fell -9% over the quarter following 
hurricane Sandy coming ashore in the US.  The average expected insured 
loss following the hurricane is $15bn with a range of $7bn - $25bn.  The 
Board of Directors have taken a cautious approach and have based the 
insured industry loss on $20bn at this point in time.  At this level, gross 
expected returns for 2012 are expected to be eroded by 13.2%.  The board 
has also taken a 100% provision against potential losses from exposure to 
the Costa Concordia amounting to 4%, of which 1.5% has been settled.  
 
Since investing in CATCo at the C share issued on 16th December 2011, the 
shares have returned +7.40% at NAV level in US dollar terms. 
 
When we invested in CATCo we were looking for an investment offering 
attractive returns that were non-correlated with equity markets which we 
believe we have found in CATCo.  We always knew it was not without risk 
and one of the main attractions is that typically following a disaster, 
retrocessional insurance rates rise materially the following year making the 
investment increasingly attractive.  In year one targeted returns for CATCo 
were just under 20%, following the earthquakes in Japan and New Zealand, 
2012 returns prior to any disasters increased to 27%. Early indications from 
the management are that rates for 2013 have increased further although are 
not known to investors to date.  CATCo takes pillars of risk onto its book, 
once one event within these pillars has occurred; no further risks of the same 
type are insured. E.g. If a second hurricane had hit the US following hurricane 
Sandy, CATCo would not be liable for any further losses. 
 
We continue to believe that CATCo offers an attractive non-correlated risk 
reward versus equities and as such we continue to hold the investment. 

 
 

10. 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. This is a 
temporary measure whilst that will remain in place until the transfer is 
completed and communicated to us by Richard Anderson. 

 
 

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

We are reviewing our positions within European Equities. 
 
 

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



We invested in the iShares MSCI Europe ex UK in Q3 2012 on the basis that 
it was a tactical trade that we may want to sell quickly.  Subsequently we have 
become more comfortable with our position in European equities as policy 
makers have taken greater measures to stabilise, though not solve, the crisis.   
 
We believe going forward greater returns are likely to be made through 
investing with a stock picker and therefore we are considering switching the 
iShare into Blackrock European Dynamic which we already hold. 

 
 

13. Are there any particular factors which you feel have affected the performance 
or volatility of the fund? 
 
Much of the outperformance over the quarter came from being materially 
underweight UK gilts which fell over the quarter versus credit which continued 
to generate positive returns.   
 
Within equities where we were broadly in line overall, our underweight US, 
overweight Japan and European equities were positive contributors whilst our 
position in gold equities detracted. 


