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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. 

 
Esther Perry joined the fund management team to replace Natalie Jarvis who 
relocated to London during the previous reporting period. 

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

managing the portfolio. 
 

£800m – This represents a small rise (circa £40m) from the previous report 
due to a combination of rising markets and continued fund inflows. 

 
 
 
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? 

 
There has been little change to the asset allocation during this quarter. The 
top-ups placed have been intended to hold the status quo as we felt the asset 
allocation at the end of the previous quarter reflects our current views, which 
have not materially altered. 
 
US exposure has been increased slightly from 11.05% to 12.73% however 
this was through the Fundsmith fund which has a 60% allocation to the US 
and is not a core US fund. Our view of the US has actually deteriorated a little 
during the quarter however this fund is a deep value fund and selected on that 
basis rather than due to any preference for the US market.  
 

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

 
The fund has underperformed during the recent three reporting periods for 
two reasons. The first is the Altus Resources holding which has resulted in 
2.57% of the total underperformance of 7.2%. The remainder (4.63%) has 
been due to the Asia and Emerging Markets exposure which has 
underperformed as a result of concerns within China, Emerging Market 
currencies and generally poor sentiment. 



 
Whilst the underperformance of the fund is a serious concern, the 
underperformance of Asia and particularly Emerging Markets is stark. 
Compared to the FTSE World Index the FTSE Asia Pacific Index has 
underperformed by 6.67% and the MSCI Emerging Markets Index by 20.34%. 
 
Since the credit crisis, global stock markets have shown an element of 
‘casino’ tendencies as herd behaviour has pushed assets well beyond or 
below fundamental valuations.  A few examples of this would be the gold 
price, negative yields on German bunds, European equities and now, 
perhaps, Emerging Market equities. 
 
The reason for the herd mentality, in our opinion, is the lack of historical 
reference points for managers in terms of global markets combined with poor 
job security.  With interest rates at historical lows, the prevalence of QE and 
huge Western government debt, global stock markets are in uncharted 
territory.  Fund management jobs are not readily available so many 
investment professionals have opted for the security of the consensus view 
rather than allocating on their own analysis of investment fundamentals. 
 
The US market has benefited from a ‘safe haven’ halo in recent years leading 
to outperformance of this market which is now relatively more expensive than 
most other major global equity markets.  Ordinarily we would have expected 
Asia and Emerging Markets to outperform the US however there has been a 
drain in the other direction due to specific concerns. 
 
The entry P/E point for a market has historically been a good guide for future 
returns.  The current level of 16 for the US suggests far lower long term 
returns than Asia and Emerging Markets, where the level is much closer to 10 
with stronger earnings growth also. 
 
This reporting period ends on a cliff hanger as political turmoil in the US has 
resulted in no budget agreement alongside a pending deadline for US debt 
(the debt ceiling), which could lead to a full scale default.  At the core of these 
issues are Republican Party extremists who are determined to undermine 
Obama’s healthcare reforms and are willing to jeopardise a hard-won 
economic recovery to achieve it. 
 
Whilst we expect a resolution to be reached it will probably be a compromised 
deal where there is more extension than resolution.  These political issues 
undermine confidence in the US and may damage the halo effect causing 
investors to re-consider other geographies, especially where valuations are 
more attractive. 
 
Meanwhile economic data in China is surprising on the upside and there is 
more scope for this as expectations have become much more moderated. 
The US is also showing more positive data however this has been priced in 
and therefore we view the risk to be more on the downside than upside from 
here on, relative to other markets (we continue to expect all major equity 
markets to provide positive returns and outperform Fixed Interest). 
 
As a result, our rationale has been to maintain our allocations to Asia and 
Emerging Markets through top-ups to compensate for the diminishing 
allocation which would otherwise occur due to lower relative performance.  
We believe that various factors have conspired to create a value opportunity 



in these areas and we have maintained exposure so the portfolio is positioned 
to benefit from the expected recovery. 
 

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 49.83%.  
 
This is due to share class switches, undertaken to reduce fees. Turnover 
outside of these switches is within our normal expectation of turnover 
averaging around 30% per annum.  

 
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. We have recently 
completed a full review of all share classes available for each of the funds 
held and reasonably believe that we are accessing the lowest cost available. 

 
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. 
 

Top-ups were made on 22 August to Asia and Emerging Markets following 
market falls. Since this time these markets (measured by IMA) have 
outperformed the IMA Global index by over 2%. 
 
The Royal London US Tracker fund has been replaced with the BNY Mellon 
American fund as we feel that the ‘all up’, ’all down’ nature of the US market 
will broaden out into more company specific performance. Therefore we have 
selected an active fund in place of the tracking fund previously held. 
 

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

 
The performance of Aberdeen Asia Pacific has become a concern over the 
recent quarter and the previous twelve months (although the previous quarter 
was OK). This trend has been seen across Aberdeen as a house and 
included their European and Emerging Markets funds. At this stage we are 
monitoring performance closely as we continue to believe that Aberdeen has 
a strong investment process and the longer term track record demonstrates 
this. 
 
The volatility of stock markets in recent weeks makes it more difficult to 
interpret data and whilst we have some other potential areas of concerns we 
await a period of lower volatility so that we can make appropriate 
comparisons. 



 
 
 
 

 
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. If further 
signs of a recovery in Emerging Markets and/or Asia are seen then we may 
consider further small allocations into these areas. 
 
We intend to make further top-ups on market falls if opportunities occur. 

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

or volatility of the fund? 
 

The volatility of the fund is within our normal expectations for a higher risk 
mandate, however the longer term rewards associated with this level of 
volatility have been absent in recent quarters.  
 
Asset allocation continues to be the key detractor to performance over the 
recent reporting period. 
 
The actual underperformance of the fund (excluding the effect of Altus) has 
been reasonable compared to the general levels of underperformance in Asia 
and Emerging Markets. 
 
The higher risk nature of the fund naturally targets these higher growth 
economies and the asset allocation is appropriate in our opinion. We expect a 
bottoming of these markets in the near future due to the value which exists 
and the capacity for upside surprises. 
 


