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OVERVIEW Q1 2021

Share price

Clean share class 
Minimum investment: £1,000

B Inc GBP 226.85p

B Acc GBP 339.30p

Institutional share class 
Minimum investment: £10m

C Inc GBP 228.17p

C Acc GBP 341.29p

Data as at 31/03/2021

Q1 2021
The UK market continued to rise during the quarter, spurred on by 
a sense that the worst of the Covid crisis has passed, and by buoyant 
sentiment towards the re-opening of the global economy over coming 
months.

Very high government debt levels and fiscal deficits will have to be 
addressed at some point, but for now Covid-related government stimulus 
also remains significant. Along with Covid-related supply constraints, this 
has helped catalyse a sharp rebound in oil and other commodity prices.  
Global bond yields have risen somewhat and within the UK market, 
excellent progress on the UK vaccination programme helped the pound 
strengthen further in the quarter.

The significant sector rotation that characterised the last quarter of 
2020 continued in the first quarter of 2021. Within the UK market, 
the share prices of more predictable, globally diversified companies 
underperformed versus their more economically sensitive and/or 
domestically focused peers.

The Evenlode Income fund rose +2.7% during the quarter, compared to a 
+5.2% rise for the FTSE All-Share Index.

In terms of dividends, the fund completed its financial year at the end of 
February. The Covid-impacted fall in the full year dividend was -26.2% 
(compared to an underlying fall of -38% for the UK Market in 2020, or 
-44% including special dividends*). For next year, based on our estimates, 
Evenlode Income’s dividend stream is forecast to rebound by +15% or 
more. After this initial rebound, we think the prospects for real dividend 
growth remain strong.

* Source - Link UK Dividend Monitor – Q4 2020.

Performance summary (%)
Total return (dividends reinvested)

 Q1 2021 6 months YTD 1 year 3 years 5 years

B Acc GBP 2.66 5.34 2.66 17.36 22.99 53.98

Benchmark* 5.19 18.47 5.19 26.71 9.89 35.69

Capital return (no dividends reinvested)

 Q1 2021 6 months YTD 1 year 3 years 5 years

B Inc GBP 1.94 3.97 1.94 14.46 12.41 31.37

Benchmark** 4.29 16.72 4.29 23.29 -1.62 12.84

GBP terms. Source: Morningstar. Past performance is not a reliable indicator of future 
performance.
*Comparator Benchmark: FTSE All-Share TR
**Comparator Benchmark: FTSE All-Share PR
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MANAGER COMMENTARY

Quarterly view
All the companies in the portfolio have released a trading update or results 
since the start of the year, and we have spoken to a wide variety of company 
management teams. Results have been very varied by sector given the 
strange year that has just passed, but the overall picture is an encouraging 
one of resilience, strong cash generation and interesting opportunities for 
long-term growth. The companies in the portfolio saw a weighted average 
revenue decline of -3% and earnings decline of -13% for 2020. Earnings 
are then forecast to see a healthy rebound in 2021 and 2022. Cumulative 
weighted average earnings growth for the portfolio over the 2021-22 period is 
forecast to be more than +20%.

The portfolio can be, very crudely, split into three categories in the context 
of trading through and beyond the pandemic. Category 1 is those companies 
significantly impacted by the crisis and accounts for just under 10% of 
portfolio value. Category 2 comprises companies that have experienced an 
impact from the pandemic, but a milder one, and accounts for about two 
thirds of the portfolio. The third category is companies that have seen no 
material impact, or in some cases have benefitted from the crisis. This last 
category represents around a quarter of the portfolio by value.

Category 1: Significantly Impacted Companies
Companies in the significantly impacted category are currently entering an 
interesting phase as their industries emerge from the disruption of recent 
months. The broad theme is that market leaders are emerging with improved 
competitive positions. The strong grow stronger in a downturn, as the old 
saying goes.

Compass, the global leader in outsourced catering, is an example of a 
holding in this categorty. Though normally quite resilient to economic 
downturns, Compass has been hit by the pandemic due to lockdown 
measures and the forced closure of many schools, offices and sports and 
leisure facilities. However, the company’s differentiation versus smaller 
regional peers and in-house catering teams has been quietly strengthening. 
Looking longer-term, this structural growth opportunity from first-time 
outsourcing remains compelling, a trend that is likely to continue and 
accelerate over coming years (around 50% of the global market is still in-
house). We think this dynamic, along with Compass’s steady market share 
gains, will more than offset the increased working-from-home trend. The 
business is therefore well-placed to recovery strongly as the world emerges 
from the pandemic, and return to its usual highly-cash-generative and 
dividend-paying ways.

Hugh Yarrow
Fund Manager

Ben Peters
Fund Manager
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Category 2: Moderately Impacted Companies
There are a range of companies in this category including consumer 
branded goods stocks with some out-of-home exposure, and several of the 
portfolio’s industrial-focused and engineering holdings.

Diageo is an example, and returned to year-on-year revenue growth in the 
second half of the calendar year 2020. That is an impressive performance, 
given that in a normal year around 30% of Diageo’s business is generated 
from the ‘on-trade’ channel (i.e. bars and restaurants). The company was 
helped by strong growth in at-home consumption, particularly in the US.  A 
strong brand portfolio and global scale also helped the company gain market 
share in 70% of its markets.

We met with Diageo management in the quarter, and they are optimistic 
on the outlook, anticipating a full recovery in the on-trade channel over 
time. Key structural growth drivers such as increasing demand for premium 
products, and a shift in drinking habits from wine and beer to spirits, remain 
in place and are in some cases accelerating. The opportunity in emerging 
markets also remains compelling. Forecasts currently suggest that Diageo 
will return to pre-pandemic revenue and profit levels by next year. Over 
the longer-term, the company expects to grow annual organic revenue at 
approximately +4-6%, along with steady operating margin expansion and 
strong cash generation. The company has continued to grow its dividend 
through the crisis.

Category 3: Beneficiaries or Minimal/ No Impact 
Companies
This third category includes some of the fund’s technology holdings, 
consumer businesses more focused on the health and hygiene sectors, and 
certain healthcare holdings.

It also includes Bunzl, the global distribution business selling not-for-resale 
consumables, such as packaging items for the food service sector and PPE 
for industrial and healthcare sectors.

Bunzl had a strong year driven by demand for hygiene and PPE products 
related to the pandemic, leading to organic revenue growth of +9%. While 
the company is expecting some drop off in Covid orders this year, their 
market has enlarged versus pre-pandemic levels, and management see 
additional positive dynamics. Firstly, their main competition tends to 
be smaller distribution businesses which have struggled through the 
pandemic. This has created opportunities for Bunzl to both strengthen its 
competitive position and make attractive acquisitions. Bunzl spent £400m 
on acquisitions in 2020 which is the second biggest year in the company’s 
history. Management’s track record of integrating and driving strong 
returns on capital on those companies is very good. Secondly, in hygiene 
and in sustainability, they have introduced new own brand products and 
services, including environmental impact scoring. This is driving growth, 
and increasing the stickiness of their customer relationships. The company 
increased its dividend by +7% in 2020, representing the twenty-eighth year of 
consecutive growth.

Investment Report Q1 2021



TB Evenlode Income Fund

Looking ahead
Over the last six months, the UK market’s rally has been driven by the 
shares of economically sensitive, financially leveraged and asset-intensive 
companies. As a result, the fund has lagged the rapid and significant market 
rally.

However, it is important to note that our view on the fundamentals of 
Evenlode Income’s underlying holdings hasn’t changed materially over 
recent weeks. It remains a portfolio of high quality businesses with strong 
competitive positions, cash generative economics and interesting long-term 
growth prospects. On our estimates these companies remain attractively 
valued.

Quarterly performance (%)

 Q1 2021 Q4 2020 Q3 2020 Q2 2020

B Acc GBP 2.66 2.61 -0.54 12.02

Comparator Benchmark* 5.19 12.62 -2.92 10.17

IA UK All Companies Sector 5.83 15.20 -0.99 14.22

Total Return, GBP terms. Source: Morningstar. Past performance is not a reliable indicator of 
future performance.

*Comparator Benchmark: FTSE All-Share TR

PORTFOLIO CHANGES

In terms of portfolio changes, we are as normal interested in 
opportunities that combine quality and long-term growth potential 
with valuation and dividend appeal. Recent performance trends 
are providing some opportunities to upgrade the portfolio’s cash-
compounding potential whilst also retaining attractive valuation and 
dividend characteristics. During the quarter we added to holdings such 
as Reckitt, Hargreaves Lansdowne, Smith & Nephew and Roche. We also 
broadened out the portfolio by adding new positions in Wolters Kluwer 
and SGS. Both companies have strong competitive positions, highly cash 
generative business models and plenty of long-term structural growth 
potential in their respective markets of B2B data analytics (for Wolters) 
and quality assurance (for SGS). We continue to monitor an interesting 
watchlist of other potential new ideas for the fund.

On the sell-side, there were no exits but we reduced exposure to a few 
positions including IMI, Rotork, IBM and Intel.

New positions
SGS 

Wolters Kluwer

Exits
-
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FULL PORTFOLIO (%)

Region breakdown

n	United Kingdom 83.64

n	North America 10.98

n	Europe 4.03

n	Cash 1.36

Consumer Staples  28.88

Unilever United Kingdom 9.25

Diageo United Kingdom 6.84

Reckitt Benckiser United Kingdom 6.26

Procter & Gamble United States 3.11

Pepsico United States 2.21

Anheuser-Busch Belgium 1.20

Information Technology  13.13

Sage Group United Kingdom 4.96

Cisco Systems United States 2.79

Spectris United Kingdom 2.50

Microsoft United States 1.77

Intel United States 0.79

IBM United States 0.33

Communication Services  6.99

WPP United Kingdom 2.48

Euromoney Inst. Invr United Kingdom 1.61

Informa United Kingdom 1.56

Daily Mail & Gen Tst United Kingdom 1.34

Consumer Discretionary  4.48

Compass United Kingdom 1.91

Moneysupermarket.Com United Kingdom 1.74

Burberry United Kingdom 0.83

Real Estate  1.61

Savills United Kingdom 1.61

Cash  1.36

Materials  1.22

Victrex United Kingdom 1.22

Industrials  25.30

Relx United Kingdom 7.43

Bunzl United Kingdom 3.82

Smiths Group United Kingdom 3.40

Hays United Kingdom 2.28

Pagegroup United Kingdom 1.76

Intertek United Kingdom 1.50

Howden Joinery United Kingdom 1.39

Rotork United Kingdom 0.99

IMI United Kingdom 0.96

SGS Switzerland 0.79

Wolters Kluwer Netherlands 0.69

Paypoint United Kingdom 0.27

Health Care  10.59

GlaxoSmithKline United Kingdom 4.81

Astrazeneca United Kingdom 2.01

Smith & Nephew United Kingdom 1.53

Roche Holding Switzerland 1.34

EMIS United Kingdom 0.91

Financials  6.45

Schroders United Kingdom 2.44

Ashmore United Kingdom 2.12

Hargreaves Lansdown United Kingdom 1.89
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DRIVERS OF RETURN: STOCK VIEW

Top contributors
The most positive contributors to return during the 
quarter were Intel, Spectris and Cisco. Intel shares 
rose strongly helped by positive results, continued 
structural growth in its market, and the arrival of a new, 
well regarded, chief executive. The shares of test and 
measurement company Spectris shares were helped by 
reassuring results, and strong cash generation. Spectris 
has more than £100m of net cash on its balance sheet, so 
it is well positioned to take advantage of any acquisition 
opportunities, whilst also returning any surplus cash 
to shareholders as it builds up on the balance sheet. 
Longer-term, the company has very attractive exposures 
to structurally growing sectors, such as life sciences, semi-
conductors and factory automation. Cisco shares rose on 
good results with demand for IT infrastructure solutions 
remaining robust through the pandemic.

Bottom contributors
The most negative contributors to return during the 
quarter were Unilever, Bunzl and Euromoney. Unilever’s 
results were impacted to some degree by the pandemic. 
Nevertheless, the company managed to generate organic 
sales growth in 2020, produced resilient cash generation 
and, looking ahead, continues to offer interesting long-
term growth prospects, particularly given its very strong 
emerging market footprint. Bunzl was a Covid-beneficiary 
in 2020, as discussed above, and released very strong 
results during the quarter. However, the company’s 
shares underperformed due to the sector rotation which 
favoured more economically sensitive shares over more 
resilient, defensive shares such as Bunzl. Euromoney has 
been impacted by Covid given that approximately 30% 
of its pre-crisis revenues were generated from events. 
The rest of Euromoney’s business is performing well, 
and we expect a healthy recovery in Euromoney’s events 
business, as social distancing restrictions are lifted over 
coming months.

Company Share price return Contribution

Unilever -6.7 -0.61

Bunzl -4.9 -0.20

Euromoney -10.5 -0.19

Ashmore -8.2 -0.18

AB Inbev -10.3 -0.14

Total Return, GBP terms. Contribution figures in percentage points.
Source – Factset

Company Share price return Contribution

Intel 28.0 0.53

Spectris 18.1 0.43

Cisco Systems 15.4 0.40

Sage Group 7.4 0.36

WPP 15.1 0.34

Total Return, GBP terms. Contribution figures in percentage points.
Source – Factset
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The strongest sector contributors were technology and industrials. The fund’s strong 
contribution from technology was helped by good performance from the shares of companies 
such as Sage, Intel and Cisco. Industrials performance was helped by the shares of more 
economically sensitive companies such as engineers and recruiters. The most negative 
contributors were the Consumer Defensive and Healthcare sectors. These stable, repeat-
purchase sectors have underperformed in the recent sector rotation.

GICs economic sector Average weight Total return Fund contribution

Technology 15.4 12.7 1.83

Industrials 24.5 2.2 0.54

Communication Services 6.7 6.2 0.44

Materials 1.7 -4.0 -0.09

Healthcare 10.4 -2.5 -0.26

Consumer Staples 27.8 -2.4 -0.63

 Total Return, GBP terms. Contribution figures in percentage points. Source – Factset

DRIVERS OF RETURN: SECTOR VIEW
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ESG

We have just published the Evenlode ‘Annual Responsible Investment 
Report’ for 2020.

This provides a comprehensive overview of everything that we have been 
doing in both the Evenlode Funds and at a company level.

To access a copy of the 37 page report please click on the following link:

https://evenlodeinvestment.com/resources/stewardship-assets/Evenlode-
Annual-RI-Report-2020.pdf 

Sawan Kumar
Head of Stewardship
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IMPORTANT INFORMATON

TB Evenlode Income is a sub-fund of the TB Evenlode Investment Funds 
ICVC. This document is for Professional clients only. Full details of the 
TB Evenlode Investment Funds, including risk warnings, are published in 
the TB Evenlode Investment Funds ICVC Prospectus, the TB Evenlode 
Supplementary Information Document (SID) and the TB Evenlode Key 
Investor Information Documents (KIIDs) which are available on request and at 
www.evenlodeinvestment.com.

The TB Evenlode Investment Funds are subject to normal stock market 
fluctuations and other risks inherent in such investments. The value of your 
investment and the income derived from it can go down as well as up, and you 
may not get back the money you invested. You should therefore regard your 
investment as medium-to long term. As a concentrated portfolio of typically 
less than 40 investments Evenlode Income may carry more stock-specific risk 
than a fund spread over a larger number of stocks. The fund has the ability to 
invest in derivatives for the purposes of efficient portfolio management, which 
may restrict gains in a rising market.

Investments in overseas equities will be affected by changes in exchange rates, 
which could cause the value of your investment to increase or diminish. Every 
effort is taken to ensure the accuracy of the data used in this document but no 
warranties are given.

Evenlode Investment Management Limited is authorised and regulated by the 
Financial Conduct Authority, No. 767844. T. Bailey Fund Services Limited is 
authorised and regulated by the Financial Conduct Authority, No. 190293.

London Stock Exchange Group plc and its group undertakings (collectively, 
the “LSE Group”). © LSE Group 2018. FTSE Russell is a trading name of 
certain of the LSE Group companies. FTSE® is a trade mark of the relevant 
LSE Group companies and is used by any other LSE Group company under 
license. All rights in the FTSE Russell indexes or data vest in the relevant LSE 
Group company which owns the index or the data. Neither LSE Group nor its 
licensors accept any liability for any errors or omissions in the indexes or data 
and no party may rely on any indexes or data contained in this communication. 
No further distribution of data from the LSE Group is permitted without the 
relevant LSE Group company’s express written consent. The LSE Group does 
not promote, sponsor or endorse the content of this communication.
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