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FUND DETAILS 
 
Fund: Sentinel Enterprise Fund 
 
Managing Group: Margetts Fund Management Ltd 
 
Manager: Toby Ricketts 

 
 
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. 

 
There have been no changes to the Margetts Fund Management team within 
the period 

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

managing the portfolio. 
 

£760m. This figure has risen approximately £60m since that last period due to 
rising global markets and new business. 

 
INVESTMENT POLICY 
 

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

 
No 

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

 
Cash increased by 3% to 7.32%.  UK Equities reduced by 7% to 7.32%.  
Emerging markets increased by 4% to 27.93%. 
 

5. What is the rationale for these changes and what impact do you expect this to 
have on performance? 
 
It is our central view that the current economic environment of low growth and 
fragile confidence will continue for the foreseeable future.  In this environment 
it is important to be realistic about potential returns as we do not expect a 
traditional bull market in which high risk assets produce high returns.  
Nevertheless we do expect that businesses with sustainable models can 
provide reasonable above inflation returns.   
 
In recent quarterly reviews we have used the term ‘risk sweet spot’ to 
describe our intended strategy.  This is derived from our view that traditional 
low risk assets such as cash and government bonds are unlikely to 
outperform inflation and therefore offer poor prospects for investors over any 
reasonable time period.  Similarly the lack of functionality in the banking 
sector remains a key risk for higher risk sectors which generally require 
financing in order to grow rapidly.  In the middle of the risk range, on a global 
basis, are established businesses operating profitably on a sustainable basis 
and likely to provide strong single digit returns or higher on a medium and 



longer term basis.  This is the area of the equity market which we are 
targeting.  
 
During this quarter we have been surprised by the strength of market rises 
which have felt more like a traditional bull market and began when Mario 
Draghi pledged to do whatever it took to rescue the Eurozone.  While these 
comments are positive the market euphoria which developed from January 
onwards appears to disregard the ongoing debt problems which plague 
Western economies and banks. 
 
As a consequence we began to sell holdings which were exposed to the 
areas of highest euphoria. These holdings were the Old Mutual UK Dynamic 
Equity fund and also the remainder of the River and Mercantile UK Equity 
Smaller Companies fund. 
 
Part of the proceeds have been used to increase Emerging Markets which 
have not participated in the rally to the same extent as the UK and US.  It 
appears that the US stock market particularly was boosted by the agreement 
to avoid the so called ‘fiscal cliff’ and has been the top performing major 
market this quarter.  However the US continues to have significant debt 
issues and the recent rises present a concern of over valuation in our opinion. 
 
The remainder of the proceeds have been used to increase cash weightings 
to reduce the overall risk of the fund  with the expectation of volatility returning 
and providing the opportunity of reinvestment at lower levels. 

 
6. What has been your portfolio turnover level and is this higher or lower than 

you would normally expect?   
 

The portfolio turnover is in line with our expectations. 
 
The portfolio turnover has been approximately 9% during the quarter. 

 
 

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 are confident that the best terms available were negotiated at the point of 
each purchase. 
 
We have completed a review of underlying holdings as new share classes 
have been introduced by many groups following the implementation of RDR.   
 
We currently hold the institutional class of the Newton Asian Income fund and 
we have identified that we may be able to obtain access to a super 
institutional share class which is 0.25% less expensive. 

 
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) 

 
The Old Mutual UK Dynamic fund has been sold. This holding was inherited 
from the previous manager.  We do not favour performance fees and 



therefore it is unlikely that the 1.5% level will be breached by any future 
selection that is made by the Margetts team. 

 
9. Please supply 1 or 2 examples of good investments decisions you have made 

at stock level which have contributed to your performance. 
 

The Newton Asian Income fund has provided excellent performance (+8.75%) 
and outperformed the relevant IMA sector by 5.35% over 12 weeks to 06 April 
2013.  The Schroder Asian Income fund has also provided similar 
performance over this period and these holdings are demonstrating that the 
focus on sustainable earnings / dividends has been successful. 
 
The MGTS Ardevora UK Income fund also focuses on sustainable earnings / 
dividends within the UK and has returned 10.34% over the period mentioned 
above which is 4.62% above the IMA average.  
 

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

 
By far the biggest detractor to performance has been the Altus Resource 
investment trust which lost more than 25% since 01 January to 16 April.  This 
is the only holding to show a loss over this period and the differential to the 
portfolio return is over 30%.  This holding is responsible for an overall 
estimated effect of -1.4% on the entire fund.   
 
Within report number 1 we outlined our intention to sell this holding however 
this was not possible due to liquidity and therefore the earliest time at which 
this could be effectively traded is at a shareholders vote this summer when a 
windup option will be presented. 
 
All other holdings have broadly performed in line within expectations and 
remain first or second quartile within their relevant IMA sectors. 
 
The UBS Emerging Markets Income fund has been a little disappointing in the 
short term and is currently under review. 

 
11. How have you managed the cash content in the portfolio with a view to 

maximising the return to the fund? 
 

The cash position has been increased on a short term basis in response to 
perceived market exuberance.  This is likely to be temporary and therefore 
has been held within the fund cash account to date. 

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

 
Yes 

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

 
We anticipate further increases to Emerging Markets over the next quarter 
from cash holdings.   
 
We also anticipate a reduction in US large cap weightings in favour of more 
defensive value orientated positions given our concern that the US market is 
trading above its true value in the short term. 

 



14. Are there any particular factors which you feel have affected the performance 
or volatility of the fund? 

 
Whilst the fund has underperformed during this quarter the return has been 
very strong in absolute terms.   
 
The Altus Resources holding has been a significant issue for the reasons 
stated above. 
 
In addition Asia and Emerging Markets have lagged Western stock markets 
during the quarter and therefore our asset allocation has contributed 
negatively over this reporting period.  Despite this factor the stock selection 
has contributed positively and performance would have been much closer to 
the sector discounting the Altus Resources holding. 
 
Market conditions remain unusual and micro bubbles are appearing and 
disappearing regularly.  Short term performance trends may well be different 
to longer term trends and we continue to believe that our central investment 
themes are well considered. 
 


