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FUND DETAILS 
 
Fund: Enterprise  
 
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 team members during the period. 
However a member of the team (Matt Mahoney – Analyst) has submitted his 
resignation and will leave the team in mid-April. We are in the process of 
recruiting a replacement. 

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

managing the portfolio. 
 

Circa £810m – Small increase.  
 
 
 
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? 

 
The overall allocation of the fund has not altered meaningfully except for a 
reduction in cash. 
 
The fund has experienced small cash outflows and these have been allowed 
to reduce the cash position, as it has remained within an acceptable range of 
1% – 4%. 
 
  



 
 
 
 

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

 
The fund has outperformed during this reporting period after four consecutive 
quarters of under-performance, which we commented upon in detail during 
the previous quarterly review (Q4 2013). 
 
Part of the reason for the previous underperformance was our allocation to 
Asia and Emerging Markets which we concluded was justified on the analysis 
of the macro-economic data; however deteriorating sentiment has led to 
continued underperformance. 
 
The potential action which was considered following the underperformance, 
was a change in strategy to re-weight to Developed markets, which had 
stronger short term performance (effectively capitulate), or maintain the 
conviction we had in our existing strategy. 
 
The decision we took was to maintain the strategy with the expectation that 
valuation differentials within investment markets would begin to converge. As 
a consequence there has been little change to the asset allocation of the fund 
during this reporting period. This has been beneficial to performance given 
that Asia and Emerging Market holdings have slightly outperformed the US 
and global markets during the quarter. 
 
The performance of the fund during January was disappointing – continuing 
the previous trend, however February and March witnessed a dramatic 
improvement in returns. The graph below shows the outperformance of Asia 
and Emerging Markets since the beginning of February. 

 

   
 
 During March, Janet Yellen (the Chair of the Federal Reserve) suggested at 
her first press conference, that interest rates could move upwards in mid-
2015. This was sooner than the markets expected and consequently this was 
interpreted as a tightening of liquidity by investors.  
 
 
 
 
 
 



 
 
The previous occasion that something similar occurred was 22 May 2013 
when Ben Bernanke suggested that the QE programme could be withdrawn. 
The effect of this announcement was to depress all stock and bond markets 
with Asia and Emerging Markets being particularly affected, due to concern 
that the foreign funding they relied upon could reverse. 
 
On this occasion the effect has been markedly different with Asia and 
Emerging Markets outperforming, as US stocks have come under pressure. 
Our interpretation is that the negative news focused the attention of frothy 
valuations within Developed markets and investors looked to take profits. It 
appears that some profit takers have identified the value in oversold markets 
and some bargain hunting has taken place pushing prices upwards. 
 
Sentiment also improved around the same time as China announced that it 
would allow banks and other lenders to raise additional capital through the 
issuance of preference shares. The Bank of China had previously been 
tightening money supply to reduce credit risk (which remains a concern) and 
this move showed a willingness to be flexible when needed, which boosted 
investor confidence in the Chinese economy. 
 
The fund has also benefitted as a consequence of a zero weighting in Japan, 
which is prominent in the Asian region. Recently this market has been very 
disappointing despite general consensus expectations to the contrary. We 
have been concerned that the results of Abenomics may not be entirely 
successful, but if this market continues to lose value we may consider taking a 
position on the basis of undervaluation. 
 

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

 
The turnover for the fund has been very low during the quarter and below our 
long term expectation. This is for the reasons outlined in our answer to 
question 5. 
 
The annual turnover is currently 36.24% which is within our range of 
expectation (30 – 50% 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  
 
We are confident that the best terms available have been negotiated as we 
conducted a full review of share classes post RDR. Each new fund purchased 
requires due diligence on the available share classes to ensure that the most 
appropriate is purchased for the fund. 
  



 
 

 
8. Please list any funds 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 Aberdeen Emerging Markets fund underperformed significantly during 
2013 and detailed research was undertaken with regard to selling the holding 
from the portfolio. On balance we decided to retain this fund due to the long 
term track record of the team and the high level of conviction they 
demonstrated in their strategy. This fund has recovered strongly during this 
reporting period. 
 

 
 
 
 
The Blackrock European Dynamic fund has been held for some time and has 
provided returns consistently above the sector. The graph below shows this 
holding over this reporting period against 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.  
 

The Standard Life European Equity Income fund has been disappointing as 
shown in the graph below. 
 

 
 
We have carefully reviewed this holding and held discussions with the 
manager who attributes the underperformance to his process which targets 
‘quality’ stocks. During the recent market turbulence there is short term 
evidence that this style is coming back into favour and we have decided to 
retain this holding for the time being. However it remains under close review 
and any further deterioration in performance is likely to result in the disposal 
of the fund. 

 
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 less than 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? 

 
During the previous quarter we had some concerns with our selection due to 
general underperformance. This was due to ‘value/quality’ styles 
underperforming, which has been our general preference. 

 
In the recent quarter there has been a rotation towards the styles we favour 
and this has improved the performance of our holdings. 

 
There is always a balance between achieving diversification and having 
outperformance across the board. If all holdings are outperforming it is likely 
that they will have similar styles and therefore some of the benefits of 
diversification will have been lost. 

 
We are currently happy with the balance between a focus on quality/value and 
achieving an acceptable level of diversification. 

 
 
 
 



 
 

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

The Standard Life European Income fund is the main area of consideration at 
present and a change is being considered. 
 
We are monitoring the performance of the Japanese market and giving some 
consideration to an ‘entry’ point. 

 
 

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

 
The fund is higher risk in nature and therefore we expect elevated levels of 
volatility to be a consistent factor. 
 
The improving performance of Asia and Emerging Markets has been a key 
element to the out-performance of the fund, having previously been a negative 
contributor.  
 
 


