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Fund Performance & Market Overview 

 

TB SUAF Beta MSCI UK All Cap (TR) Relative 

Q4 2016         5.4%   4.0%     1.4% 
 
Source: Saracen Fund Managers, as at 31 March 2017  

 
 

Background 

The UK stock market started 2017 on the front foot, with gains witnessed in each of the 

indices.  Happily, the fund also had a positive start to the year, with a return of 5.4% versus 

the total return of the MSCI UK All Cap Index of 4.0%.  Our strategy of investing primarily in 

small and mid-cap companies remains unchanged, as we believe they have the ability to 

outstrip the wider market over the medium to long-term.  The portfolio, as always, remains 

concentrated with currently 31 stocks held.  Over the course of the last quarter, five new 

stocks were purchased for the fund whilst three exited the portfolio (an almost unheard of 

level of activity) and these will be discussed in more detail later in the review. 

After the disappointing performance we endured during the first half of 2016, it was pleasing 

to see a continued improvement in results during the early part of 2017.  Our strategy has 

remained focussed on mid and small cap companies which now account for 80% of the 

Fund.  This tactical position is beginning to pay off again after being severely tested at times 

during 2016 and we have continued to increase investment in this area.  To date, the 

majority of our strongest performers have been outwith the FTSE100.  



After the political drama witnessed in late 2016 and the subsequently torrid movements in 

exchange rates and bond yields, it was a remarkably quiet start to the year with precious 

little to trouble us in those asset classes.  Global bond markets were largely unchanged over 

the period with yields rising in the early weeks of the year only to fall as the quarter drew to a 

close.  UK gilt yields remain well below their long-term averages at 1.1%. 

Politically, although it was a somewhat quieter period, it appeared President Trump was 

rarely out of the news!  The Federal Reserve raised interest rates as expected and we 

expect these to continue.  The Prime Minister triggered Article 50 which starts the clock 

ticking on the U.K.’s departure from the European Union.  The real grind of negotiations, 

however, now begins and whilst the UK economy remains fairly robust, this is likely to be a 

fragile situation with future investment and consumer intentions uncertain.  We are now 

seeing the impact of sterling devaluation coming through in rising inflation with CPI spiking to 

2.3%.  The baton is now likely to pass to Europe with the French presidential election the 

next major political event to concern markets in the months ahead. 

Currency markets were very calm over the period and the pound was unchanged against 

both the dollar and the euro.  One can’t help but feel that the worst of the devaluation is now 

behind us.  

Performance 3 months to 31 March 2017: 

FTSE 100  +3.65% 

FTSE 250  +5.42% 

FTSE Small Cap  +6.13% 

  

MSCI UK All Cap (TR) 

 

 +4.0% 

 
 
 

Performance Review 

Positive Contributors 

Over this quarter, the fund owned seven stocks which increased more than 10%. 

Eurocell, a company we bought for the fund at the time of its IPO in March 2015, proved to 

be this quarter’s best performer, adding 35%.  The shares benefited from two factors: firstly, 

the Eurocell reported results ahead of expectations and secondly, the private equity 

company which owned a 20% stake in the business sold its entire stake.  

Ashmore had a strong start to the year as Emerging Markets came back into favour.  The 

shares have been volatile recently and the increase of 24% in the share price has merely 

recovered the underperformance of the fourth quarter 2016. 

Synthomer, a relatively new position in the fund, had a strong start to the year after 

reporting full year numbers would be ahead of management’s expectations.  These results, 

for the year ended December 2016, were indeed strong, and contributed to the share price 



increase of 23%.  The management team has made no secret of their desire to acquire 

competitors and we await developments. 

Another holding which saw a material move in its share price on the back of solid results was 

XP Power.  The positive outlook statement which accompanied preliminary results helped 

drive the shares 19% better over the quarter. 

Tyman, a long-term holding in the fund, reported results which were materially ahead of 

analysts’ predictions.  The company had acquired a couple of competitors over the last year 

and these businesses have been integrated more quickly than anticipated, hence the flow 

through of synergies.  Tyman was rewarded with a 17% jump in the share price. 

The fund’s largest position, MJ Gleeson, continues to perform well operationally and recent 

results demonstrate this.  The company’s confidence in its prospects were shown with a hike 

of 44% in the interim dividend and the shares responded by adding 15%. 

Money Supermarket Group, a new holding in TB SUAF, added 12% after reporting robust 

results.  We were attracted to the business because of its high market positions in the price 

comparison websites and also because the shares had performed poorly before our 

investment.  Having met management on their roadshow, it is clear there are many 

opportunities ahead for them.  

 

Negative Contributors 

As well as having a number of companies which saw strong gains over the quarter, the fund, 

unfortunately, had two stocks which fell sharply, these being RPC Group and Dunelm. 

Operationally, RPC Group is performing very well, but the market appears concerned by the 

pace of acquisitions the company is undertaking.  Over the course of the last year, RPC has 

spent over £1bn buying eight businesses using a combination of debt and equity to fund 

these.  Interestingly, at the end of the quarter, the company issued a trading statement in 

which they noted performance was ahead of management’s expectations.  This did nothing 

to stop the share price falling, with the shares 27% weaker over the first three months.  We 

remain committed to the business and are happy to continue to hold the shares.  

Dunelm, the UK’s largest homewares company, had a quarter to forget about as weak 

interim results were taken poorly.  In addition, the business has recently acquired World 

Stores, an online competitor and we believe the rationale for the investment was poorly 

communicated by management.  All this helped to drive the shares 21% lower. 

Pets at Home surprised the market by reporting weak life-for-like numbers together with a 

downbeat assessment of life.  The shares were highly rated by the market and, therefore, 

any negative news was going to be taken poorly.  We took the decision to sell the shares but 

they had fallen 9% before we had managed to exit. 

 

Avon Rubber disposed of its recently appointed CEO during the quarter which took the 

market by surprise.  Mistakes happen and it is always best to quickly identify a poor decision 

and move on.  The company has since promoted the Managing Director of the Dairy 



division.  Pleasingly, the company’s financial performance has been unaffected and we 

remain happy with our holding. 

 
 
 

Portfolio Activity 

At the end of March, TB SUAF had 31 investments which were spread across a variety of 

market capitalisations – the split of the investments was as follows: FTSE 100 20%, FTSE 

250 37% and Small Cap/AIM 42%, with the remaining 1% being held as cash. 

The three-month period under review saw five new companies purchased whilst three stocks 

exited the portfolio.   

Stocks Sold 

Stocks sold were AstraZeneca, Amec Foster Wheeler and Pets at Home.   

AstraZeneca was sold after the shares had a strong start to the year but we felt they were 

no longer looking exceptional value.  The market is awaiting the outcome of the ‘Mystic’ 

immunology drug trial, which should be known over the next few months.  We feel the 

market is pricing in a successful outcome and, therefore, decided to sell the holding and 

reinvest elsewhere. 

Amec Foster Wheeler was originally bought in August 2016 following the sharp sell-off post 

the referendum result.  The company was subject to a bid from Wood Group in March which, 

we have to confess, did surprise us.  However, it was also announced that the company 

would have had to issue a £500m rights issue without the deal.  In addition, Amec was going 

to pass on its final dividend.  Wood Group is in a much stronger position financially and, as a 

result, we decided to switch our holding into Wood Group in case the deal doesn’t go ahead.  

We see the rationale for combining the strengths of the two companies and believe, longer-

term, the deal will prove successful. 

The last stock we sold over the month, as alluded to above, was Pets at Home.  

 
Stocks Bought 

Five new stocks were bought over the last quarter: FDM, Shire, Victoria, Vitec and Wood 

Group.  

The fund bought FDM following a meeting with management.  FDM is an IT-services 

provider supplying IT and business management staff, to help clients free up time to operate 

business-as-usual functions.  The business model revolves around training and selecting 

high calibre graduate recruits seeking a route into a career in IT and business management.  

FDM receives over 35,000 applications each year and are now the 3rd largest graduate 

recruiter in the UK.  The recruits spend three months at FDM’s in-house training academies, 

an integral part of FDM’s business.  They are then placed at client sites and are tied to FDM 

for two years; leaving earlier requires the repayment of training costs.  This ‘try before you 

buy’ offering is attractive to FDM’s mainly blue chip client base, offering flexibility, consistent 

quality and competitive pricing compared to employing contractors.  It is clear the company 



has many opportunities ahead over the coming years including driving profitability within its 

North American business.  

Shire is a rare disease and specialty drug-focused pharmaceutical company which has been 

built through acquisitions.  The company’s key areas are neuroscience (mostly Attention 

Deficit Hyperactivity Disorder), rare diseases and GI diseases.  The company purchased 

Baxalta in 2016 which has added Haemophilia, Immunology and Oncology to its suite of 

products.  The shares are currently trading on a P/E of less than 13x 2017E and we are 

forecasting double-digit earnings growth for the next three years. 

Victoria is a manufacturer, supplier and distributor of design-led carpets, carpet tiles and 

other floor coverings, targeting the mid to high-end markets in the UK, Australia and 

Continental Europe.  After many years delivering limited levels of revenue and profitability, a 

new management team entered in 2012 to drive the business through a combination of 

organic development and consolidation.  We fully expect further meaningful acquisitions to 

take place in the short-term. 

Vitec is a global business supplying niche products to the broadcast and photography 

sectors and their customers are essentially camera operators of all types.  The company has 

been undergoing major changes in its markets for the last ten years, a period characterised 

by restructuring and portfolio changes.  Today, the group enjoys a number of strong market 

positions with world leading brand names such as Manfrotto, Autocue and Terradek.  These 

businesses have high recognition amongst their largely professional user base and enjoy 

market shares of between 25% and 90% depending on the niche.  There is little pricing 

pressure and the shares currently trade on a 2017E P/E of just over 12x. 

The final new stock purchased for the fund during the first quarter was Wood Group with the 

rationale for the investment mentioned earlier in the commentary. 

 

Investment Approach 

 

The investment objective of TB Saracen UK Alpha fund is to achieve a long-term total return 

on the invested assets at a higher rate than the total return on the MSCI UK All Cap Index.  

To meet this objective we carefully select and invest in a diversified portfolio of equities 

which provide the potential for long-term growth.  

 

The fund is not driven by a top-down view of the world; in fact the contrary is true.  We invest 

from the bottom up, that is to say, we are stock-pickers and every investment is there on 

merit.  

 

The fund itself is invested in between 30-45 stocks at any time.  We don’t run a long list of 

stocks and each position within the portfolio is meaningful in our pursuit of delivering returns 

for our shareholders.  At present, the fund is invested in 31 companies with the ten largest 

stock positions representing 46% of the portfolio.  We calculate our active share to be 93%. 

 

Turnover in the fund remains low.  We are patient shareholders in businesses and invest for 

the long-term.  If the underlying business is performing as we expect and the valuation 

remains attractive, we remain invested.  Stock prices can be volatile in the short-term and 



we take advantage of this by adding to existing holdings if prices weaken and conversely 

trim positions if prices materially strengthen. 

 

Our ‘Wish List’ 

 

Every fund manager has their favourite companies/industries and each will be positively or 

negatively inclined towards particular areas, although they may not admit to this! 

We have a wish list for companies as follows: 

 

• Market leading positions 

• Self-funded roll-out stories 

• Unique assets 

• Sustainable margins 

• Long-term visibility 

 

Not every investment (in fact very few, if any) will have all these attributes but if a company 

possesses some of them, we will analyse them in more depth by using our detailed financial 

templates. 

 
 

Outlook 

2017 has started on a positive note, continuing the momentum witnessed last year as 

President Trump’s election victory drives markets higher.  As we look forward to the 

remaining nine months of this year there are, nevertheless, potential road bumps ahead. 

First and foremost, Article 50 has been triggered by the U.K. Government and we fully 

expect political rhetoric to take centre stage over the coming two years.  In addition, with 

French and German elections around the corner, the spotlight will be shining on Europe in 

the short and medium term.  Having witnessed the vote on leave Europe and Trump’s victory 

in the US, we would not be foolish enough to predict anything! 

Lead indicators and economic activity continue to be robust, which should feed through to 

stronger than anticipated growth, higher inflation and, in due course, higher interest rates in 

the U.K.  We continue to find a plethora of ideas suitable for inclusion within the fund but, as 

long-term holders of stocks, we need a compelling reason to remove our existing holdings 

and replace them with newly identified companies.  

Craig H Yeaman 

Investment Director 

For further information on TB Saracen UK Alpha Fund please contact: 
 
 
Craig Yeaman, Investment Director 
0131 202 9102 
craig@saracenfundmanagers.com  
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Important information:  
This information should not be construed as an invitation, offer or recommendation to buy or sell investments, shares or 
securities or to form the basis of a contract to be relied on in any way and is by way of information only. Taxation levels, 
benefits and reliefs may all vary depending on individual circumstances and are subject to change. Subscriptions will only be 
received and shares issued on the basis of the current Prospectus, Key Investor Information Document (KIID) and 
Supplementary Information Document (SID). These are available, in English, together with information on how to buy and sell 
shares, on-line at www.saracenfundmanagers.com. Issued by Saracen Fund Managers Ltd, 19 Rutland Square, Edinburgh, 
EH1 2BB, authorised and regulated by the Financial Conduct Authority. Registered in Scotland No. 180545. 
 
Risk factors you should consider before investing: 
Past performance is not a guide to future performance.  The value of investments and the income from them may go down as 
well as up and you may get back less than the amount invested. A full list of the risks applicable to this Fund can be found in 
the Prospectus. All fund performance figures calculated on a single price basis. 
 
This Factsheet is for professional Investors only. 
 
Investment Manager - Saracen Fund Managers Ltd, 19 Rutland Square, Edinburgh, EH1 2BB Tel: 0131 202 9100/ Fax: 0131 221 
1895 
 
ACD & Fund Administrator – T Bailey Fund Services Limited (TBFS), 64 St James’s Street, Nottingham, NG1 6FJ Tel: 0115 988 
8274    
Custodian – The Northern Trust Company, 50 Bank Street, Canary Wharf, London, E14 5NT 
 
Depositary – NatWest Bank PLC, 135 Bishopsgate, London, EC2M 3UR 
 
Regulatory Status: 
FCA Recognised: Yes 
Scheme Type: OEIC            
 

Issue date – 31 March 2017  


