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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. 

 
Natalie Jarvis is leaving Margetts at the end of July due to a relocation with 
her partner. Natalie supports the investment team as PA to the Investment 
Director (Matthew Jealous). We are recruiting an additional member of staff 
with similar skills to replace Natalie. 

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

managing the portfolio. 
 

£760m – This figure is the same as the previous questionnaire as new 
business has been similar to the value in asset values due to market 
movements.  

 
 
 
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 has been reduced to 4% from 9% due to purchases being made on 
market falls. As a result of these purchases the exposure to Emerging 
Markets has been increased to 31% which is an increase of 3% over the 
quarter.  
 
US exposure has also been increased by 2% through purchases into the 
Fundsmith equity fund. This fund has a global mandate but is primarily US 
focused (63%) and therefore treated as a US asset for ease of reporting. 
 
There have been small increases in Europe and Asia, balanced with a small 
reduction in the UK. 
 
The allocation to specialist holdings has fallen by 1.5% which is due to the 
value of the illiquid Altus Resources holding falling by more than 50%, rather 
than any asset allocation change. This has impacted negatively on the 
performance of the fund. 
 



 
 

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

 
The performance of US and UK stock markets has generally risen in recent 
years, in line with our long-term view that equities will outperform bonds.  
 
The performance of Asia and Emerging Markets has not met our expectations 
in the short term, as we would generally expect these dollar-based economies 
to perform in line with, or ahead of the US during market rises.  
 
It is apparent that sentiment is having an unusually strong influence on short-
term stock prices in the post-credit crisis environment. This is likely to be a 
result of the considerable uncertainty which exists as the global economy is in 
a position which is unfamiliar, with few historical comparisons. These 
conditions increase the natural herd mentality of investors as fewer have 
confidence in their own independent assessment of areas of value.  This 
effect is further enhanced by the poor returns from bank deposits which 
encourage investors to seek returns elsewhere.  
 
Sentiment with regard to Asia and Emerging Markets has been affected by 
concerns surrounding China.  Economic growth has been falling in China 
whilst a property bubble has developed alongside the concern that the 
Chinese banking system may incur substantial bad debts.  These concerns 
clearly resonate with investors who are still recovering from the US/European 
banking crisis of 2008.  
 
Whilst these concerns are founded, there are substantial differences which 
indicate that the market falls may be an overreaction.  Part of the reason for 
the deterioration in Chinese growth is due to the government’s desire to 
deflate the prevailing asset bubbles gently and rebalance the economy away 
from exports, and towards emerging local consumption.  This rebalancing is 
positive and China has considerable reserves which can be used to stimulate 
growth if required, which was not the case during the Western credit crisis.  
 
The effect of over-pessimistic or optimistic sentiment has been witnessed 
regularly since the credit crisis e.g. European equities during 2011, the gold 
price, German bunds providing negative yields and more recently, Japanese 
equities.  
 
Whilst poor sentiment towards Asia and Emerging Markets has led to 
deterioration in the relative performance of the Enterprise fund, we expect the 
increase in weightings in these areas, at lower market levels, to ultimately 
benefit the long-term performance of the fund.  
 
Although statements from politicians and officials are moving markets 
considerably, we know that it will ultimately be the performance of businesses 
that accurately reflect investor returns.  On this basis, we continue to expect 
outperformance from Asia and Emerging Markets over the medium and longer 
term.  

 
 

 
 



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

 
The portfolio turnover is higher than our expectations at around c. 25%.  
 
This is due to share class switches, undertaken to reduce fees.  

 
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? 

 
Following the introduction of RDR, new share classes are regularly introduced 
by fund groups which give further potential to reduce TERs.  
 
The switch mentioned last quarter in respect of Newton Asian Income has 
been undertaken. Further savings have also been identified and switches 
have been made in relation to UBS Emerging Markets Equity Income and 
Fundsmith Equity.  

 
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) 

 
There are no holdings which exceed 1.5% TER.  

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

at stock level which have contributed to your performance. 
 

The underlying fund selections have been very strong this quarter with 11 out 
14 funds held, outperforming.  
 
Where holdings have underperformed the level has been very small with a 
maximum of 0.27% whilst the outperformance has often been significant.  As 
an example, the IMA Emerging Markets Index has fallen by 8.54% during the 
quarter, whereas the PFS Somerset, First State and Aberdeen Emerging 
Markets funds have fallen by 3.24%, 4.35% and 6.43% respectively.  

  
 

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 for the second quarter running has 
been the Altus Resource investment trust which lost more than 50% over the 
quarter.  This holding is responsible for a 1.3% loss from the entire fund.  
 
We have wished to sell this holding since our appointment to the mandate and 
have been unable to do so due to illiquidity.  
 
The reason for underperformance is purely asset allocation as the fund 
selection has been very strong.  As outlined in the answer to question 5, we 
have increased weightings in the underperforming areas due to our 
fundamental belief in the attractive valuation of these assets.  
 

 



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

 
The cash position within the fund has been reduced to 4% which is retained 
with the depository for normal liquidity requirements.  We do not believe there 
is any opportunity to increase returns from cash at present.  

 
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 are comfortable with the current allocation of the fund and do not expect 
to make any significant changes over the next quarter, at present.  
 
It is possible that further equity purchases may be made on market falls, 
however cash weightings are not particularly high.  

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

or volatility of the fund? 
 

Asset allocation has been the key detractor from performance over the 
quarter due to high weightings in Emerging Markets and Asia, which have 
underperformed significantly.  This was compounded by the Altus Resource 
holding, however fund selection elsewhere has contributed positively.  
 
The weightings of the fund have been appropriate to the higher-risk mandate 
and our medium and long-term expectation of returns.  
 
The deviation from the benchmark has been higher in magnitude than we 
would have expected which is partly due to the Altus holding and also the 
significantly higher weighting to Western markets within the benchmark.  
 


