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Performance Review
The fund modestly outperformed the benchmark in the quarter. Positive selection was the main driver in the period as good results
announcements sparked rallies in several holdings, most notably Sophos, ITV, Bloomsbury Publishing and Integrafin. Sainsbury also
gained on news of the proposed “merger” with Asda. The largest detractors were IQE, which continues to suffer from profit taking and
investor scepticism, and housebuilder Crest Nicholson, which fell following a disappointing trading update. The fund also suffered some
relative performance drag from not holding a number of large cap stocks that performed well as “defensive” stocks returned to favour in
the second half of the quarter.
We substantially increased our position in Integrafin at the start of the quarter, and then in May purchased a new position in Micro Focus,
and in June added a position in XP Power. These were funded from profit taking in Royal Dutch Shell and Sainsbury. Several other
positions were trimmed, including John Laing, BAT and Vodafone. In contrast, we used price weakness as an opportunity to top-up
holdings in Whitbread, Paddy Power and Imperial Brands.
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Past performance is not an indicator of future performance.

Market Recap
Following the correction in markets in the first quarter, the second
quarter has broadly been one of tentative recovery and
consolidation, notwithstanding several negative influences.
Further policy tightening by the US Fed (both higher short term
rates and the unwinding of QE) has been an important influence
on markets, prompting a rally in the dollar and causing US 10 year
bond yields to briefly exceed 3%.
In Europe, the main negative drag has come from renewed
political tensions following the election of a radical anti-EU
government in Italy, and the widening scope of Trump’s trade
policy, with escalating tit-for-tat tariffs starting to have an impact
on corporate confidence.
The Chinese market has undoubtedly seen a trade related
deterioration in sentiment, but also as the effect of earlier policy
shifts to restrict credit growth have started to be felt.
Finally, emerging markets in general have suffered from concerns
that dollar strength undermines their financial position (some
countries have high levels of US dollar denominated debt) and

they are viewed as the main losers from shrinking dollar liquidity.
Against this backdrop, the UK equity market has been surprisingly
resilient, rallying sharply in April and early May, followed by a
modest consolidation in the remainder of the quarter. Furthermore,
investors seem unfazed by the fact that Brexit negotiations have
made no meaningful headway. Positive influences have been the
US dollar rally benefitting overseas earners, a higher oil price
supporting the oil majors, and, ironically, sluggish growth possibly
postponing any interest rate increase.
As was remarked last month, this volatile and confusing macroeconomic and geopolitical environment has made for some erratic
sector moves, leaving company specific factors as the main driver
of returns. Food Retailing has been by far the best individual
sector on the back of the Asda deal and more generalized sector
recovery hopes lead by Tesco, although Oil & Gas also performed
strongly on the back of oil price strength. On the downside,
Financials and Telecommunications have under-performed, the
latter reflecting poorly received results from both BT and
Vodafone.
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Performance Attribution
under 7x current year earnings offering a dividend yield of over
8%. IQE’s recent weakness follows a stellar rise last year when
the shares gained over 260%. Having peaked last November at
178p, the shares are now trading around 100p. Undoubtedly the
price high was excessive in the short term; indeed, we sold a
substantial amount into the rally. However, this quarter we have
added to our holding again as we believe the company’s high
growth prospects are being falsely questioned.
Finally, relative performance was also negatively impacted by the
good performance of a handful large companies that are not held,
most notably Diageo, Tesco and Astra Zeneca.

Source: Bloomberg as at 30/06/2018.

The fund’s modest outperformance stemmed largely from stock
selection with Sophos, ITV, Bloomsbury Publishing and Integrafin
all beating expectations. The first two are situations where market
confidence had wavered recently, so good results were
reassuring. The latter two are new holdings, purchased n the
belief that the market valuation failed to recognise the growth rate
and quality of the businesses.
Sainsbury also deserves a mention, with the shares gaining
following announcement of the deal to buy Asda. Management
(and analysts) predict substantial cost savings and buying
synergies, while the consolidation in the sector should also lead to
more disciplined pricing generally.
A partial recovery in Paddy Power Betfair is another notable event,
which is well positioned to benefit from the US’s lifting of the ban
on sports betting and consequent opening up of this potentially
vast market for legal sports betting.
Conversely, two stocks have been significant detractors, namely
IQE and Crest Nicholson. In the latter case this reflects the
sluggishness in the housing market, particularly at the top end of
London. That said, Crest’s shares are extremely lowly rated on

Key purchases
• Micro Focus: this software company manages mature IT
enterprise systems. The business is highly cash generative,
providing a high return and pay out to shareholders, as well as
an ability to fund acquisitions. Last year’s major HP Enterprise
business acquisition has proven more difficult to integrate than
expected, prompting a sharp fall in the shares in March. We
believe this presents an excellent buying opportunity.
•

XP Power: this company designs and sells electrical power
controllers to major blue-chip OEM’s in the industrial,
healthcare and technology sectors. Historically a distributor of
third party equipment, their close customer relationships have
allowed them to develop their own highly successful design
and manufacturing business.

Other investments in the period included our significantly
increased holding in Integrafin, owner of the Transact investment
platform. This business is gaining market share in a growing
market and benefits from recurring revenue and thus a high quality
of earnings growth.
There were no outright disposals in the quarter but we took partial
profits in Sainsbury’s following news of the Asda deal, cut our
Vodafone holding down to a neutral position, trimmed Royal Dutch
Shell following oil price strength and reduced BAT (switching
additional funds to Imperial Brands).

Market Outlook
Notwithstanding the partial recovery in most markets in the last quarter, there has been no return to the bullish market sentiment prevailing
at the start of the year, with many negative risk factors currently overhanging markets. Fed monetary policy will continue to tighten liquidity
for the foreseeable future, although the ECB and Bank of Japan remain more supportive of growth. Furthermore, simplistic interpretations
of the flattening yield curve are not necessarily a fair indication of deteriorating growth prospects provided that inflation remains modest
and policy responsive to macro news.
The new market bug-bear is the escalating global trade war waged by Donald Trump, which has turned out to be much wider than simply
targeting China, and is now in grave danger of derailing business confidence. Given Trump’s impulsive, unpredictable and irrational
approach to policy setting, markets face real uncertainty as to how events will unfold.
Against this backdrop, markets might remain volatile, but, for the time being, so long as global growth is intact and recession risks still low,
the line of least resistance for equities is upwards.
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Important Information
The Fund invests geographically in a narrow range, there is an increased risk of volatility which may result in frequent rises and falls in the Fund's share price.
The value of this portfolio is subject to fluctuation and past performance is not necessarily a guide to future performance. The performance is calculated for the portfolio and the
actual individual investor performance will differ as a result of initial fees, the actual investment date, the date of reinvestment and dividend withholding tax. All terms exclude costs.
Fluctuations or movements in exchange rates may cause the value of underlying investments to go up or down. Do remember that the value of participatory interests or the
investment and the income generated from them may go down as well as up and is not guaranteed, therefore, you may not get back the amount originally invested and
potentially risk total loss of capital. Therefore, the Manager does not provide any guarantee either with respect to the capital or the return of a portfolio. The Manager has the right to
close any Portfolios to new investors to manage them more efficiently in accordance with their mandates. Collective Investment Schemes are traded at ruling prices and can engage
in borrowing and scrip lending. Collective Investment Schemes (CIS) are generally medium to long term investments. A schedule of fees and charges and maximum commissions is
available on request free of charge from the Manager, the Investment Manager or at www.sanlam.ie.
Issued and approved by Sanlam FOUR Investments UK Limited (“Sanlam FOUR”), a limited liability company incorporated in England & Wales with registered number 5809399 and
having its registered office at 1 Ely Place, London EC1N 6RY. Sanlam FOUR is authorised and regulated in the United Kingdom by the Financial Conduct Authority (FRN 459237)
to undertake regulated investment business.
The Fund is a sub-fund of the Sanlam Universal Funds plc, a company incorporated with limited liability as an open-ended umbrella investment company with variable capital and
segregated liability between sub-funds under the laws of Ireland and authorised by the Central Bank. The Fund is managed by Sanlam Asset Management (Ireland) Limited, Beech
House, Beech Hill Road, Dublin 4, Ireland, Tel + 353 1 205 3510, Fax + 353 1 205 3521 which is authorised by the Central Bank of Ireland, as a UCITS Management Company and
Alternative Investment Fund Manager, and is licensed as a Financial Service Provider in terms of Section 8 of the South African FAIS Act of 2002. Sanlam Asset Management is a
registered business name of Sanlam Asset Management (Ireland) Limited. Sanlam Asset Management has appointed Sanlam FOUR Investments UK Ltd as Investment Manager to
this fund.
This document is provided to give an indication of the investment and does not constitute an offer/invitation to sell or buy any securities in any fund managed by us nor a
solicitation to purchase securities in any company or investment product. It does not form part of any contract for the sale or purchase of any investment. The information contained
in this document is for guidance only and does not constitute financial advice.
The fund price is calculated on a net asset value basis, which is the total value of all assets in the portfolio including any income and expense accruals. Trail commission and
incentives may be paid and are for the account of the manager. Performance figures quoted are from Sanlam FOUR and are shown net of fees. Performance figures for periods
longer than 12 months are annualized. NAV to NAV figures are used. Calculations are based on a lump sum investment.
Please note that all Sanlam FOUR Funds carry some degree of risks which may have an adverse effect on the future value of your investment. Any offering is made only pursuant
to the relevant offering document, together with the current financial statements of the relevant fund, and the relevant subscription/application forms, all of which must be read in
their entirety together with the Sanlam Universal Funds plc prospectus, the Fund supplement, the MDD and the KIID. All these documents explain different types of specific risks
associated with the investment portfolio of each of our products and are available free of charge from the Manager or at www.sanlam.ie. No offer to purchase securities will be made
or accepted prior to receipt by the offeree of these documents, and the completion of all appropriate documentation. Use or rely on this information at your own risk. Independent
professional financial advice should always be sought before making an investment decision as not all investments are suitable for all investors.
This document contains information intended only for the person to whom it is addressed or presented (Investment Professionals, defined as Eligible Counterparties or Professional
Clients), and is intended for evaluation purposes, with no licence to use the content or materials within. It must not be distributed to general public, or relied upon by Retail Investors.
The opinions are those of the author at the time of publication and are subject to change, without notice, at any time due to changes in market or economic conditions. Whilst care
has been taken in compiling the content of this document, neither Sanlam FOUR nor any other person makes any guarantee, representation or warranty, express or implied
as to its accuracy, completeness or fairness of the information and opinions contained in this document, which has been prepared in good faith, and to the fullest extent permissible
under UK law. Some parts/sections of this document may been compiled from external sources. Whilst these sources are believed to be reliable, the information has not
been independently verified and is subject to material amendment, revision and updating, therefore no representation is made as to its accuracy or completeness. No reliance may
be placed for any purpose whatsoever on the information, representations or opinions contained in this document nor shall it or any part of it form the basis of or act as an
inducement to enter into any contract for any securities, and to the fullest extent permissible under UK law no liability is accepted or any such information, representations or
opinions. The comments should not be construed as a recommendation of individual holdings or market sectors, but as an illustration of broader themes.
Statements in this document that reflect projections or expectations of future financial or economic performance of a strategy, or of markets in general, and statements of any
Sanlam FOUR strategies’ plans and objectives for future operations are forward-looking statements. Actual results or events may differ materially from those projected, estimated,
assumed or anticipated in any such forward-looking statement. Important factors that could result in such differences, in addition to the other factors noted with forward-looking
statements, include general economic conditions such as inflation, recession and interest rates, political or business conditions or in the tax or regulatory framework in the UK or
other relevant jurisdictions, any of which could cause actual results to vary materially from the future results implied in such forward-looking statements. No assurance can be given
as to the future results that will be achieved.
Sanlam FOUR makes no representation as to whether any illustration/example mentioned in this document is now or was ever held in any Sanlam FOUR Fund or Model Portfolio.
Examples / Illustrations shown are only for the limited purpose of analysing general market, economic conditions or highlighting specific elements of the research process.
All of the information herein should be treated as confidential material with no less care than that afforded to the addressee's own confidential material of the most sensitive
nature
Neither Sanlam FOUR nor any other person accepts responsibility or liability whatsoever for any loss howsoever arising, either directly or indirectly from any use of this presentation
or its contents or otherwise arising in connection therewith. It should not be copied, faxed, reproduced, divulged or redistributed or passed on, directly or indirectly, to any other
person or published in whole or in part, for any purpose, without the express written consent of Sanlam FOUR.
This document may constitute material non-public information, the disclosure of which may be prohibited by law, and the legal responsibility for its use is borne solely by the
recipient.
There is no certainty the investment objectives of the portfolios or strategies mentioned in this document will actually be achieved and no warranty or representation is given to this
effect.
Sanlam FOUR funds mentioned in this document are only available for sale in certain jurisdictions. For the avoidance of doubt, this document is not intended to promote
these Funds to any person in any jurisdiction where such promotion is not permitted under applicable laws and regulations. Potential investors in these Funds should
inform themselves of the applicable laws and regulations of the countries of their citizenship, residence or domicile and which might be relevant to any type of transaction in
shares/units of our Funds. By accepting the terms of this disclaimer, you expressly acknowledge that you are, as the case may be, an investor who is legally or otherwise duly
authorised to seek information about our Funds. ZD0718(57)1018 UKInst
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