
You will shortly receive your bi-annual dividend payment arising from your investment in 
Ocean UK Equity, corresponding to c.1.14p per share. This dividend, when combined with the 
31st December 2019 dividend, gives a yield of 2.4%. This figure arises from the December 2019 
and June 2020 payments set against the Ocean UK Equity Inc unit price as of 31st May 2020 of 
96.71p.
We thought we would take this opportunity to update you on the dividend situation, in the context of our 
approach to dividends within the investment process. There is a huge amount of uncertainty ahead for 
the global economy and thereby for individual companies. As a result, we are forecasting a reduction 
in the dividend from Ocean UK Equity in the low teens in percentage terms. We highlight below the 
companies that have been impacted most by dividend cuts and the outlook for each business. Whilst we 
are in essence total return investors we believe it evidences strong discipline if a company is able to pay 
a progressive dividend. That said, the overriding priority is the long-term sustainability of any business. We 
take the view that the reinvestment of cashflows within a business that can compound over time is our 
preferred method for companies to create value for all stakeholders.

Of the 35 companies within Ocean UK Equity, seven have announced that they are currently not intending 
to pay their respective dividends and account for 15.3% of the total portfolio value as at 31.5.2020 However, 
it should be noted that only JOHNSON SERVICE GROUP (JSG) have categorically stated that no dividend will 
be paid this financial year. Given that their HORECA (hotels, restaurants and catering) division has been 
seriously impacted by Covid-19, we view their approach as one of prudent cash management and in the 
long-term interests of the business. JSG has recently raised £85m of new equity, which means they are 
virtually debt-free. We believe that JSG has the potential to emerge from this crisis in a stronger position 
and potentially increase its competitive advantage in a highly fragmented industry. However, the short-
term outlook remains uncertain for them, with the leisure industry still largely locked down.

WATKIN JONES declared recently that no interim dividend will be paid. However, it fully intends to reinstate 
dividend payments as soon as appropriate. Watkin Jones has net cash of £36m and a £60m Revolving 
Credit Facility with only £39m drawn down. In addition, Watkin Jones has forward sold to institutional 
partners all of its 2020 developments and eight out of ten of its developments scheduled for delivery in 
2021, which provides both cash flow and earnings visibility.  

BELLWAY has postponed their decision in relation to the payment of the interim dividend until there is more 
certainty with regards to the future economic outlook. Bellway has net debt of £157m and bank facilities 
of £545m. In addition, it is eligible for the Covid-19 Corporate Financing Facility (CCFF), with an issuer limit 
of £300m. The CCFF is currently undrawn but remains in place. This is a prudent backup should there be 
a prolonged period of economic inactivity. Whilst risks remain with the direction of the UK economy and 
unemployment, Bellway has a sizeable forward order book, and a strong asset backed balance sheet, 
which should ensure that it remains well positioned to emerge positively from this period of uncertainty. 

SAVILLS withdrew its proposed final dividend payment in order to retain sufficient cash reserves. The Board 
intends to consider and, if appropriate, deliver an enhanced interim dividend on or around the revised 
date of the AGM. If declared, it will take the place of both the proposed ordinary and supplemental interim 
dividend. It will also be dependent upon the Board’s assessment of the likely duration of continued market 
disruption as a result of Covid-19 and the level of retained cash reserves they deem to be prudent. Savills 
is a very well-managed operation, with a third of revenues arising from property management. These 
revenues are both recurring and stable; although many office spaces have been closed they still need to 
be managed. 
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VICTREX has deferred its interim dividend. The Board has stated that it is in the best interests of all 
stakeholders to defer an interim dividend at this stage. The timing of any payment will be contingent on 
prevailing macro-economic and end-market conditions over the coming months. Victrex currently has 
£53m of net cash.

DIPLOMA has suspended its interim dividend as a result of the current uncertainty but will review the 
decision when there is sufficient clarity as to the impact of Covid-19. Diploma has modest net debt of 
£29.9m or 0.2 x EBITDA and £50m of cash for accretive M&A. Diploma does operate in cyclical end markets 
but they are very fragmented and the firm is nimble and alert to opportunities as they arise. Annual 
revenue has grown on average by 11.6% since 2005. If a $1 trillion infrastructure bill comes to pass in the US 
this will be very beneficial to Diploma for the next ten years.

FERGUSON has withdrawn its interim dividend but remains in a strong financial position with long-term 
committed facilities. The Company’s net debt is $1.8bn resulting in net debt to EBITDA of 1.0 x. The Group had 
$3.1bn of available liquidity, comprising readily available cash of $1.3bn and $1.8bn of undrawn facilities. 
Ferguson has continued to operate as an essential business with the majority of branches open. We 
believe that the business remains well positioned for long-term success operating in attractive and 
fragmented markets with a strong balance sheet and liquidity position. The newish Chairman - Geoff 
Drabble – formerly a very successful CEO at Ashtead - purchased £250,000 of equity in mid-April 2020, 
which is a good sign.

CONCLUSION 
Whilst it is disappointing there is uncertainty regarding the above dividend payments we believe these 
companies are being prudent and sensible in order to trade through the current situation. Furthermore, we 
believe there is a reasonable chance that some of these companies could potentially reinstate dividend 
payments once the trading outlook becomes clearer. We perceive that management are doing the ‘right 
thing’ in the long-term interests of all stakeholders during this unprecedented economic environment. As 
mentioned above, the overall impact on the current 2.4% dividend yield is relatively modest at this stage. 
We are generally encouraged about the other dividend-paying companies and will keep you updated 
as events unfold. Please be assured that we have plenty of company-specific ideas beyond those 
outlined above, and are constantly analysing potential replacements for any company in the portfolio. All 
companies need to earn and maintain their right to remain within the portfolio. 
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