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The commentary below applies to both the Evenlode Global Dividend and Evenlode Global Income
portfolios. Market data is from Factset and FE Analytics, corporate valuation analysis from ourselves
at Evenlode.

Last month we found ourselves balancing short-term news-flow with long-term reflections. The third
quarter reporting season has begun in earnest, giving investors a window into companies’ post-
pandemic plans and ambitions. At the same time, we are rapidly approaching the fourth anniversary
of Evenlode Global Income. When we launched the fund in late November 2017, we could not have
imagined the macro events that were to follow. As the economic recovery from the pandemic
continues, we would like to sincerely thank all those who have invested alongside us over a truly
remarkable period and look forward to (hopefully) a smoother next four years!

Third quarter results

At the time of writing, over 55% of the portfolio has reported results since the start of October. The
tone of management teams remains cautiously optimistic, whilst often lapping relatively easy
comparative earnings from the prior year. We will give a broad update on results in our next
investment view (after more companies have updated), but here we consider the short- and long-term
dynamics on two companies, Unilever and CH Robinson, following their Q3 results.

Unilever, the consumer goods giant, reported 4.4% underlying sales growth' for the year to date. More
than 100% of revenue growth in the third quarter was driven by price increases in response to rising
input costs, demonstrating the company’s strong pricing power. Unilever generates 60% of sales in
emerging markets that frequently feature (sometimes extreme) bouts of inflation. This has required
the company to develop an understanding of when and how far to raise prices, and the likely knock-
on effect on volumes. With management expecting input cost inflation to peak mid-2022, this
experience will prove invaluable over the coming year. Having comfort that the company can
withstand these short-term cyclical inflation pressures allows us to concentrate on the long-term
investment case.

The global pandemic has accelerated the transition to online retail with many consumers replacing
the weekly trip to the shop with supermarket deliveries. In 2017, Unilever generated only 4% of sales
via ecommerce. This year, online shopping accounts for 12% of sales and continues to grow rapidly
(+38% in the last quarter). Assuming continued growth in future sales through digital channels, how
will this affect Unilever? When purchasing online, the consumer has fewer physical quality
indications (such as packaging, weight, or promotional position) and is left more dependent on the
brand to convey quality. Unilever generates 80% of sales from brands that are number one or two in
their respective markets and is focusing marketing investment behind these. This transition has a
positive potential tailwind for brand owners.

CH Robinson provides third party logistics software and services, linking thousands of suppliers with
a network of road, sea and air delivery companies. CH Robinson has increased revenue by 42%" year
to date, as a tight labour market in transportation has led shipping costs to increase and this has a
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proportional increase in the fees that brokers, such as CH Robinson, can charge its customers. This
effect has been most acute in sea shipping, where prices per load have doubled year-on-year. However,
the higher price also increases the suppliers’ need to utilise specialist brokers, to both ensure delivery
capacity and to seek cost efficiencies. While we expect some reversion as the market loosens in 2022,
our expectation is that CH Robinson will retain most of the new client relationships.

With the increased costs and complexity of logistics, the brokerage process is increasingly requiring
automation. CH Robinson has led technology investment with its Navisphere platform, which allows
customers to rapidly compare shippers and automatically place and agree the price of deliveries. As
a result, CH Robinson has increased shipments placed per broker by 30% since late 2017. Over the
cycle, this will reduce costs and increase the integration of CH Robinson’s services into customer
operations. With the automated share of US surface shipping volumes expected to increase from 50%
of spot orders to 90%, there is a long runway for margin growth and industry consolidation around the
best platforms.

Four-year anniversary

As we near the fourth anniversary of Evenlode Global Income, it is interesting to compare the current
portfolio with the one we had on launch in 2017.

Launch portfolio (top ten) Current Portfolio (top ten)™

Unilever 4.6% Procter & Gamble 6.3%
Procter & Gamble 3.8% RELX 5.7%
PepsiCo 3.8% Wolters Kluwer 5.7%
Wolters Kluwer 3.8% Unilever 5.3%
Sanofi 3.6% Reckitt Benckiser 3.9%
Henkel 3.2% Nestle 3.9%
RELX 3.1% Medtronic 3.8%
Medtronic 3.1% Microsoft 3.7%
Roche 2.9% Sanofi 3.7%
Intel 2.9% Bureau Veritas 3.5%

From launch, we have deliberately adopted a low turnover approach, only trading when the market
offers us a material upgrade to the risk-reward balance of the portfolio. Even so, the similarities
between the current and launch portfolios are striking. Of the 37 companies held on launch; we still
retain 19 in the current portfolio. Both then and now, these names make up almost 60% of the total
portfolio by weight. Given our strategy to pick companies that can retain high returns for an extended
period, this is very reassuring! However, individual position sizes have meaningfully changed in
response to valuations. Our PepsiCo position peaked at almost 7% but is now less than 2%. RELX
declined to only a toehold position of 1% but is now just over 5.5%.
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GICS Sector weightings Launch Current
Consumer Staples 29% 27%
Information Technology 20% 21%
Healthcare 19% 20%
Industrials 16% 18%
Consumer Discretionary 5% 4%
Financials 5% 0%
Communication Services 4% 7%
Materials 0% 1%

The composition by sector allocation has also remained similar. Looking at the top three sectors;
consumer staples, information technology, and healthcare are all within a couple of percentage points
of their initial allocations. This table does, however, mask some significant changes in the sector
exposures over the life of the fund. The weightings for consumer staples and healthcare have both
been lower, at 20% and 17% respectively, while information technology peaked at 28%". We do not have
target sector weights and are willing to allow the sector exposures to move materially as the valuation
opportunities dictate. However, the consistency of our investment process and similarities between
the current and launch valuation environments have nonetheless resulted in similar sector weights.

Every company in our investable universe is valued using our proprietary valuation model. This

provides us with a measure, the Forward Cash Return (FCR), that estimates the long-term return to
the equity holder. This is plotted in the chart below:

Evenlode Global Income Forward Cash Return, 20/11/2017 -

present

13.0%
12.0%
11.0%
10.0%
9.0%
8.0%
7.0%
6.0%

- = o~

52 2 2 9288222222 Q8 9 8 R 8

o o o o o O o o O O o ©o O oo o0 6 6 o o © o o o

£ g8 g g8 g eggEgEssLgesLsLes

§ & ¥ 0 & 0 8§ & ¥ & & 0 &8 33 3 3 3 3 F 8 ¥ o 3

<OOOO<<OOOO<<OOOOHHOOOO

D e e e = = e e e e e e e e

© o o o o © © o o o o © ©° 5 5 5 b O O °©o o o o©o

Source: Evenlode Investment proprietary analysis

When we launched the fund, we expected the companies in the portfolio to generate an average return
of approximately 8% per year. Despite the unpredictability and volatility over the past few years, the
portfolio has returned 51% (after costs) since launch"’. This is equivalent to an annualised return of
just over 11% (again, after costs), well exceeding our initial prediction. Currently, our FCR stands once
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more at 8% (another similarity!). Recent market volatility has demonstrated that such returns will not
be earned on a year-by-year basis (calendar year returns since launch after costs have been 1.83% in
2018, 24.33% in 2019 and 3.51% in 2020, with year to date returns for 2021 running at 14.13%"). However,
we do believe that the best chance of achieving good long-term returns lies in the careful company
analysis that we undertake and the ongoing hard work of our entire investment team. We very much
hope that we will be able to look back on similar cheerful results for our investors when the fund
celebrates its eighth anniversary in 2025!

Ben, Chris, Bethan, and the Evenlode Team
25th October 2021

Please note, these views represent the opinions of the Evenlode Team as of 25" October 2021 and do not

constitute investment advice.

Where opinions are expressed they are based on current market conditions, they may differ from those
of other investment professionals and are subject to change without notice. This document is not
intended as a recommendation to invest in any particular asset class, security or strategy. The
information provided is for illustrative purposes only and should not be relied upon as a
recommendation to buy or sell securities.

For full information on fund risks and costs and charges, please refer to the Key Investor Information
Documents, Annual & Interim Reports and the Prospectus, which are available on the Evenlode
Investment Management website (https;//evenlodeinvestment.com). Recent performance information
is also shown on factsheets, also available on the website.

Past performance is not a guide to future returns. The value of investments and any income will
fluctuate (this may partly be the result of exchange rate fluctuations) and investors may not get back
the full amount invested. Fund performance figures are shown inclusive of reinvested income and net
of the ongoing charges and portfolio transaction costs unless otherwise stated. The figures do not
reflect any entry charge paid by individual investors.

Current forecasts provided for transparency purposes, are subject to change and are not guaranteed.

Source: Evenlode Investment Management Limited. Evenlode Investment Management Limited is
authorised and regulated by the Financial Conduct Authority, No. 767844.
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