SEPTEMBER 2016

Selecting winning funds

“Intended for Retail Clients”
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“In the 20th century, the United States endured two world
wars and other traumatic and expensive military
conflicts; the Depression; a dozen or so recessions and
financial panics; oil shocks; a flu epidemic; and the
resignation of a disgraced president. Yet the Dow rose
from 66 to 11,497”
Warren Buffett
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Stocks vs. bonds over the past 100 years

Growth in stocks vs. bonds 1915 to 2014
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Source: CIBC Wood Gundy in Vancouver, BC. Stan Clark is an associated Investment Advisor. *Real returns are returns after subtracting inflation.
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“Concentrate your energies, your thoughts and your
capital. The wise man puts all his eggs in one basket
and watches the basket”
Andrew Carnegie
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Equities for the long term
How to beat the market

•

Focused funds – concentrated (fewer stocks) and contrarian (positioned against the market)

•

High active share* – best idea selection and clients are not exposed to closet index trackers

•

Small and mid-cap investing

•

Director dealings – significant indicator of future prospects

•

Fund manager invested – incentive to outperform

Source: Montier Dresdner Kleinwort research
*High active share is a measure of the percentage of stock holdings in a manager's portfolio that differ from a benchmark index.
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Sources of Alpha: The evidence
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Fundamental analysis
A company can only be a good investment at the right price

Growth
• Sales/profit growth >15% p.a.
• Favour organic growth
• Search for a mid term catalyst

+

Franchise
• Stable product lines
• Credible pipeline of new ideas
• Management quality

+

Valuation
• Cash generative
• Attractive return on capital
• Balance sheet strength

The value of any investment and any income taken from it is not guaranteed and can go down as well as up, you may not get back the amount invested.

SEPTEMBER 2016

8

L&G UK Special Situations Trust
Fund summary

•

Concentrated, unconstrained portfolio
Quarterly fund performance relative to FTSE All Share

•

Bottom-up stock picking fund

•

High active share (85%)

•

All cap expertise, with focus on Mid-cap

•

Seeks high growth and deep value opportunities

•

20+ years fund manager experience

Look to outperform in six out of seven quarters
Source: Lipper. Please remember that past performance is not a guide to future performance.
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Attribution – Diverse range of individual drivers of performance*
MICRO FOCUS INTERNATIONAL
ONESAVINGS BANK
CSR
NCC GROUP
AA
ROYAL DUTCH SHELL -B SHS
DCC
HOWDEN JOINERY GROUP
SHIRE
PAYSAFE GROUP
ST JAMES'S PLACE
PLAYTECH
CMC MARKETS
TULLOW OIL
SMITH & NEPHEW
CRH
SIG
GVC HOLDINGS
CARNIVAL
SMITHS GROUP
VECTURA GROUP
PETRA DIAMONDS LTD
CAPITAL & COUNTIES PROPERTIE
AVIVA
RIO TINTO
PREMIER OIL
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The Information in this slide (a) is for information purposes only and we are not soliciting any action based on it, and (b) is not a recommendation to buy or sell securities or pursue
a particular investment strategy; and (c) is not investment, legal, regulatory or tax advice
Source: LGIM/Bloomberg. Please remember that past performance is not a guide to future performance. Reference to a particular stock or stocks is on a historic basis and does
not mean that the stock is currently held or will be held within the fund. *This is a snapshot of performance and does not include details of all fund contributors.
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Outlook
• Stock pickers market;
• Fairly valued in aggregate

• Dispersion at the stock level

• Macro backdrop;
• Lower for longer, low inflation world

• Consumer beginning to adapt to post-referendum realities
• GBP Sterling looks undervalued / M&A on the horizon
• Oil & Gas and Miners set to rise on a 2-3 year view

Overall, a supportive environment for stock pickers
The Information in this slide (a) is for information purposes only and we are not soliciting any action based on it, and (b) is not a recommendation to buy or sell securities or pursue
a particular investment strategy; and (c) is not investment, legal, regulatory or tax advice
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Annualised and cumulative fund returns
Delivering strong outperformance relative to FTSE All Share

%

Exceptional returns for the patient investor
Performance data source: Lipper. I distribution unit class. Please bear in mind that past performance is not a guide to future returns. The value of your investment and any
income taken from it is not guaranteed and may go up and down. You could get less than you invest. Is after all fund charges have been taken, excluding the initial charge,
and assumes all income generated by the investments, after deduction of tax, remains in the fund.
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Disclaimer and important legal notice
The information contained in this document (the “Information”) has been prepared by Legal & General Investment Management Limited (“LGIM”, “we” or “us”). Such Information is the
property and/or confidential information of LGIM and may not be disclosed by you to any other person without the prior written consent of LGIM.
No party shall have any right of action against LGIM in relation to the accuracy or completeness of the Information, or any other written or oral information made available in connection
with this publication. Any investment advice that we provide to you is based solely on the limited initial information which you have provided to us. No part of this or any other document or
presentation provided by us shall be deemed to constitute ‘proper advice’ for the purposes of the Pensions Act 1995 (as amended). Any limited initial advice given relating to professional
services will be further discussed and negotiated in order to agree formal investment guidelines which will form part of written contractual terms between the parties.
Past performance is no guarantee of future results. The value of an investment and any income taken from it is not guaranteed and can go down as well as up, you may not get back the
amount you originally invested.
The Information has been produced for use by a professional investor and their advisors only. It should not be distributed without LGIM’s permission.
The risks associated with each fund or investment strategy are set out in this publication, the relevant prospectus or investment management agreement (as applicable) and these should
be read and understood before making any investment decisions. A copy of the relevant documentation can be obtained from your Client Relationship Manager.
Confidentiality and Limitations:
Unless otherwise agreed by LGIM in writing, the Information in this document (a) is for information purposes only and we are not soliciting any action based on it, and (b) is not a
recommendation to buy or sell securities or pursue a particular investment strategy; and (c) is not investment, legal, regulatory or tax advice. Any trading or investment decisions taken by
you should be based on your own analysis and judgment (and/or that of your professional advisors) and not in reliance on us or the Information. To the fullest extent permitted by law, we
exclude all representations, warranties, conditions, undertakings and all other terms of any kind, implied by statute or common law, with respect to the Information including (without
limitation) any representations as to the quality, suitability, accuracy or completeness of the Information.
Any projections, estimates or forecasts included in the Information (a) shall not constitute a guarantee of future events, (b) may not consider or reflect all possible future events or
conditions relevant to you (for example, market disruption events); and (c) may be based on assumptions or simplifications that may not be relevant to you.
The Information is provided “as is” and “as available”. To the fullest extent permitted by law, LGIM accepts no liability to you or any other recipient of the Information for any loss, damage
or cost arising from, or in connection with, any use or reliance on the Information. Without limiting the generality of the foregoing, LGIM does not accept any liability for any indirect, special
or consequential loss howsoever caused and on any theory or liability, whether in contract or tort (including negligence) or otherwise, even if LGIM has been advised of the possibility of
such loss.
Third Party Data:
Where this document contains third party data (“Third Party Data”), we cannot guarantee the accuracy, completeness or reliability of such Third Party Data and accept no responsibility or
liability whatsoever in respect of such Third Party Data.
Publication, Amendments and Updates:
We are under no obligation to update or amend the Information or correct any errors in the Information following the date it was delivered to you. LGIM reserves the right to update this
document and/or the Information at any time and without notice.
Although the Information contained in this document is believed to be correct as at the time of printing or publication, no assurance can be given to you that this document is complete or
accurate in the light of information that may become available after its publication. The Information may not take into account any relevant events, facts or conditions that have occurred
after the publication or printing of this document.
Issued by Legal & General Investment Management Limited which is authorised and regulated by the Financial Conduct Authority. Legal & General Investment Management Limited, One
Coleman Street, London EC2R 5AA
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