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MANAGER COMMENTARY

Since the fund launch on 14th May the economic headlines have been dominated by lower 
global growth expectations, rising inflation expectations and the future direction of interest 
rates. In addition, there is ever increasing rhetoric around Brexit, Trump and trade tariffs. 
 
Equity markets have recovered the ground they lost in the first quarter of 2018 as resilient 
economic and earnings data overrode the unsettling geopolitical backdrop. Equity markets 
loathe uncertainty and the combination of Brexit and trade wars is not helping. If common 
sense prevails over Brexit and the fog is lifted the UK could start to look even more attractive 
especially to those investors who are not currently allocating to the UK.
 
Whilst we are cognizant of the above our overriding objective, as bottom up investors, is to 
identify quality companies with prudent management teams that will compound earnings 
over the long-term.
 
We have been quietly investing your capital into a selection of quality companies. The UK 
has some outstanding businesses that are geographically diversified with exceptional 
management that trade on attractive valuations.
 
We define quality companies as those that demonstrate the following criteria:

Turning to specific companies in the portfolio. Unilever recently reported encouraging 
interim figures. Sales were up 2.7%, free cash flow was up £400 million and the operating 
margin was up by 0.8% reinforcing its intention to stretch this to 20% by 2020. As with any 
company operating in such diverse markets there will always be challenges as seen with 
the recent truck strike in Brazil. However it is worth noting that Unilever was founded in the 
1880s and currently generates 57% of sales from emerging markets and is well positioned 
to navigate the challenges and opportunities inherent in such markets. Unilever has a 

  Management teams with integrity and 
clearly defined visions for their businesses

  Understandable business models
  High and sustainable margins
  High returns on capital employed
  Strong balance sheets with a cautious 

approach to taking on debt and making 
acquisitions

  Due consideration of shareholders’ and 
stakeholders’ interests

  Strong cash generation that provides 
scope to re-invest in the business

  Progressive and well covered dividend 
policies

  Re-investment of free cash-flows to 
deliver the benefits of compound growth

The Fund aims to achieve capital and income growth, and to provide a return (after 
fees, charges and other expenses payable out of the Fund) in excess of that of the 
Cboe UK All Companies Total Return Index over the long-term.

  Emphasis on total return (TR) via 
blend of capital and dividend growth

   Focus on quality companies with 
high returns on capital and strong 
cash flows

   High conviction, low turnover –  
‘buy and manage’ approach

   35 - 45 holdings
   Investing across the market cap 

universe
   Preservation of capital is paramount 

over the business cycle
   Predominantly UK and up to 20% 

Overseas from a listing perspective

INVESTMENT OBJECTIVE

FUND FEATURES

INVESTOR PROFILE

 The fund may appeal to investors who:
  Plan to hold their investment for the 

long-term
  Are prepared to accept the risks 

associated with the volatile nature of 
equity related investments

  Want total return through a blend of 
income and capital growth 

KEY DETAILS

Benchmark CBOE UK All Companies
IA Sector UK All Companies
Launch Date  14 May 2018
Holdings 37
Prospective yield 2.6%
Div ex dates 1/5 & 1/11
Div pay dates 30/6 & 31/12

TOP 15 HOLDINGS %

Unilever 4.98
British American Tobacco 4.50
Chubb  4.20
Diageo  3.80
Savills 3.60
GlaxoSmithKline  3.50
WH Smith  3.55
Berkshire Hathaway  3.45
Berkeley Group Holdings  3.38
Ashtead Group  3.09
RELX 3.04
Halma 2.86 
Victrex  2.86
Renishaw  2.80
Diploma  2.74

PORTFOLIO EXPOSURE %

UK 73.99
USA 9.09
Europe 2.73
Cash 14.19

SECTOR EXPOSURE

24.47%

19.92%

11.25%
8.91%

7.11%

7.02%

5.68%

15.64%
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ubiquitous stable of brands – 12 of which deliver £1 billion in sales - and has increased its 
dividend by 8% per annum since 1952. On any given day 2.5 billion people use Unilever 
products to feel good, look good and get more out of life. Unilever is benefiting and 
continually evolving its digital strategy with data used for targeted marketing campaigns 
and 250 internal processes now automated saving 120,000 work hours per annum.

Satya Nadella, the Chief Executive of Microsoft, has been repositioning the group from 
its reliance on software development to providing services for businesses with cloud 
computing and social networking for professionals via LinkedIn. Fourth quarter revenue 
was ahead 17% to $30.1 billion whilst profits rose almost 10% to $8.9 billion. Sales at LinkedIn 
(purchased in 2016 for $26.2 billion) were up 37%. Whilst we would never judge a company 
on a quarter by quarter basis it is encouraging to see their strategy being rewarded. The 
company is becoming very cash generative and should benefit as companies migrate their 
networks to the cloud with reputable providers.
 
We attended Halma’s AGM recently. Halma was established in Sri Lanka c.1884 and the 
current business has evolved over the years. It has recently entered the FTSE100 and is well 
positioned through its products to continue saving lives and protecting people and assets 
globally. For the year ending 31st March 2018 sales were over £1 billion, profits over £200 million 
and the dividend ahead by 7% - which marks the 39th consecutive year of more than 5% 
dividend growth per annum. Free cash flow has compounded at nearly 10% over the last 5 
years. The CFO Kevin Thompson has recently stepped down after 30 years of service. His 
replacement, Marc Ronchetti, comes from Ferguson - another portfolio holding - where 
he was finance director of its UK operations. Over Thompson’s tenure Halma shares have 
compounded, including dividends, at over 15% per annum. Andrew Williams has been CEO 
since 2005 having joined Halma in 1994.
 
We like companies with strong and sustainable business models run by good people. It should 
be noted that another portfolio company Croda has a very strong executive and management 
team. We spent two days with the Croda management in Holland at their capital markets 
event in April. The CEO Steve Foots has been at Croda for 28 years and many other senior 
management have been there for periods of 15 to 20 years. Why do we like this? We believe this 
demonstrates a strong culture which is inherently difficult to value but is ultimately critical for a 
company to deliver strong operating and financial performance over the long term.
 
For regulatory reasons we are unable to show performance on our fact sheet until the fund 
has reached its first anniversary. This will be in May 2019 and we look forward to sharing our 
performance metrics with you then.
 
In the mean time you can track our performance yourself. The fund price is published on 
a daily basis and can be seen on the platforms where the fund is available to purchase, 
such as Hargreaves Lansdown, FNZ and CoFunds. The fund prices are also available on the 
London Stock Exchange website and Funds Library.
 
As fund managers investing your capital and as co-investors in the fund we thank you for 
your support. 

MICHAEL FOSTER
Lead Portfolio Manager
Michael launched the 
Ocean UK Equity Fund in 
May 2018.  He has a degree 
in History of Art from the 
University of East Anglia 
and holds the Investment 

Management Certificate. He has managed 
private investments for the last 7 years.

JAMES HARRISON
Co-manager
James joined the Ocean 
UK Equity Fund at launch in 
May 2018. He is a Chartered 
Fellow of the Securities 
Institute and is Chief 
Executive Officer of Fiske 

plc. He has over 20 years of industry experience.

JULIAN DIEPPE
Co-manager
Julian joined the Ocean UK 
Equity Fund at launch in 
May 2018. He is a Member 
of the Securities Institute 
and is an Investment 
Manager at Fiske plc.  

He has over 8 years of industry experience.
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Investors must be aware of the risks associated with investment in this fund. Full details of the Ocean UK Equity Fund, including risk warnings, are published 
in the Prospectus and Key Investor Information document. The fund may not be suitable for all investors and if you are in any doubt whether the fund is 
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as well as up. Investors may not get back their initial investment. Past performance is not necessarily a guide to future performance. Estimates of future 
performance are based on assumptions that may not be realised. Securities denominated in foreign currencies may see their value fall as a result of 
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HOW TO INVEST

Ocean UK Equity Income is available as an 
OEIC and is also suitable to include in stocks 
and shares ISAs and SIPPs. 
You can buy shares in the fund by visiting:  
tbaileyfs.co.uk/funds/ocean-investment-funds
Or by telephoning the Ocean UK Equity Investor 
Dealing Line: 0115 988 8288 (open business 
days between 9am and 5pm) 
Or via the following platforms: 
 Aviva  Pershing
 FNZ  Raymond James
 Hargreaves Lansdown  Winterflood

CONTACT US

Salisbury House, London Wall,  
London, EC2M 5QS
020 7448 4700
Authorised Corporate Director & Administrator:
T. Bailey Fund Services Ltd
tbaileyfs.co.uk/funds/ocean-investment-funds

Currency Price
Minimum 
Investment

Annual  
Management 
Charge (AMC)

Ongoing  
Charge (taken 
from capital) ISIN SEDOL

GBP

B Acc 98.71p £1000 0.75% 1.25% GB00BDRNX587 BDRNX58

B Inc 98.71p £1000 0.75% 1.25% GB00BDRNX694 BDRNX69

Entry and Exit charges 0%


