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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 further changes following those previously notified last 
quarter which have been copied below for information. These changes are 
bedding in and we believe that the team is now better resourced than prior to 
the departure of Matthew Mahoney.  
 
Following the departure of Matt Mahoney (previously reported) we have appointed two 
new analysts; Dmitry Konev and Cecily Johnson. Dmitry is a new recruit however 
Cecily worked previously in our fund pricing and accounts department.  
 
Richard Cole is relocating to London and will be working with one of our existing third 
party clients on a joint venture basis, through which he will continue to contribute as 
an analyst. This will begin in September and we intend to recruit a further analyst at 
this time.  
 
As a result of these changes, we will have increased our analyst resource from 3 to 
4.5 full time equivalent people.  

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

managing the portfolio. 
 

The previous figure reported of £810m remains an accurate approximation. 
Fund flows remain positive with around £3m per month on a net basis.  

 
 
 
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 have been small increases in Asia Pacific Equity allocations and 
reductions to Europe.  
 
The fund has experienced continued small cash outflows and various staggered 
sales have been made to meet these redemptions.  

 
 

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

 
Our global economic outlook has altered however the effect has been negligible 
in terms of strategy.  
 
The eyes of economic commentators have focused firmly on the Eurozone as 
economic growth has slipped considerably and inflation looks dangerously 
close to becoming negative. The woes of Europe have undoubtedly been 
accelerated by Russian sanctions as a result of instability within the Ukraine 
and the new fight between the ECB and Germany has increased uncertainty.  
 
This is round 2 of a battle which began in 2011 and was effectively won on 
points by Mario Draghi who promised to do ‘whatever it takes’ to save the Euro.  
 
The Eurozone has seen growth slide away whilst the US and UK economies 
have boomed relatively. There is growing pressure on the ECB to pursue some 
form of stimulus such as QE; however Germany remains bitterly opposed.  
 
The long term issue is the establishment of a genuine union and an 
independent central bank, as is the case for the US. Germany must learn to 
make decisions for the Eurozone rather than for itself, but this will be a long 
transition if it is, indeed, possible.  
 
The current fight between Draghi and Germany will need a decisive blow rather 
than the victory awarded on points previously. This is likely to come in the form 
of a 1trn Euro package which has already been awarded to banks and has not 
been taken up. This will be reallocated in other ways and is expected to improve 
sentiment if our assessment is correct.  
 
The Eurozone economy is sufficiently large that the global recovery is likely to 
be knocked off course if steps are not taken for growth to be restored. This is 
causing anxiety in all major markets.  
 
Interest rate increases had been expected imminently in the US and UK, but 
this has been deferred as a consequence of Eurozone concerns. Nevertheless, 
that day of reckoning is approaching as the US exits QE altogether and the 
latest estimates for interest rate rises is for mid- 2015.  
 

  



 
 
As in May 2013, the possibility of liquidity being withdrawn has had a significant 
effect on markets reliant on FDI, which are predominantly within Asia and 
Emerging Markets. As a consequence these markets have seen falls, but these 
are not dissimilar to falls seen in equity markets generally i.e. the divergence 
witnessed in May 2013 between developed and developing markets has not re-
occurred. This is believed to be due to the more attractive valuations in 
developing markets.  
 
On a purchasing parity basis, the Chinese economy has overtaken the US as 
the largest economy of the world. This should demonstrate the importance of 
Emerging Markets within the world and next cycle of prosperity.  
 
The US has become a significant net exporter of energy for the first time since 
the 1970s. This is an important but subtle change in the world order of energy 
supply. The stability of the US economy as an energy exporter is expected to 
lead to a period of lower energy prices which is generally positive for company 
earnings as energy costs act as a tax on activity.   
 
Government bond prices have continued to rise as investors who are  
concerned that European woes may plunge the global economy back into 
recession have again boosted demand for this ‘safe haven’ asset class. 
German 10 year Bunds are yielding less than 1% and there is a feeling of the 
‘Emperor’s Clothes’ in this valuation.   
 
With the yield on equities being ahead of bonds and inflation, we continue to 
favour this asset class with Asia and Emerging Markets being the most 
attractive on valuation grounds.  
 
 
 

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 remained low during the quarter and below our 
long term expectation.  
 
The annual turnover is currently 20.95% which is below 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 one 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. 
 

We previously commented that the First State Asia Pacific Leaders fund had 
performed well during Q2 2014. The performance of this fund has continued 
to be strong during the current quarter.  
 
 

 
  



 
The Blackrock European Dynamic fund underperformed during Q2 but has 
recovered during Q3 whilst the Standard Life European fund has also 
continued to outperform 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 Boston US Opportunities fund has been a little disappointing over the 
quarter, whilst the longer term performance is close to the average with higher 
volatility. We’re currently reviewing this holding  
 

 

 
  



 
 
 

11. How have you managed the cash content in the portfolio with a view to 
maximising the return to the fund? 
 
The fund has experienced gradual outflows and staggered sales have been 
made to meet the outflows whilst keeping the overall cash position marginally 
positive.  

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

 
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.  
 
We are continuing to watch the Blackrock European Dynamic fund although 
this has shown improvements in recent weeks. In addition, the Boston US 
Opportunities fund is also being reviewed.  
 

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

There are no specific changes planned for next quarter; however changes may 
be made to the funds mentioned above if concerns deepen.  
 
We are always monitoring the asset allocation of the fund but we are not 
intending to make any changes at present.  

 
 

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. 
 
Volatility has increased during this quarter as a result of Eurozone uncertainty.  
This is normal and expected from time to time with a fund of this nature.   
 


