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Sep-19*  Oct-19  Nov-19  Dec-19  Jan20 Feb20 Mar20*  Apr20 May20  Jun20  Jul-20  Aug-20

Total Return -0.24% * 0.98% 0.95% 2.07% -1.71% 2.09% -12.36% * 0.68% -0.48% -0.51% 0.36% -0.25%
*Inc. Distributed Dividend

VT WoodHill UK Equity Strategy Fund, dividends re-invested (UK p)
120

110

100

90

80
Jun-14 Dec-14 Jun-15 Dec-15 Jun-16 Dec-16 Jun-17 Dec-17 Jun-18 Dec-18 Jun-19 Dec-19 Jun-20

PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS

Source: Woodhill Asset Management LLP

August has been a slightly tricky month for us. On two occasions, we have taken the hedge?! off during the
month and the results have been a little bumpy. From where we are now sentiment is low but improving.
Economic momentum continues to build, support from central banks is clearly continuing and the market is
now quite oversold on a series of measures. We will continue to be careful and will not hesitate to re-hedge if
we need to but at the end of the month, we were unhedged.

The current small ranges and bumpy nature of the UK stock market is slightly tricky to navigate, and taking a
much longer perspective this has, in fact, been very much the nature of the UK stock market for really quite a
long time now. Amazingly, on the last day of August in 2000, twenty years ago, the UK large company market
index was about 10% higher than it is today, excluding dividends.

The first thing that stands out to us about this is that the usual investment advisor's mantra, that stocks always
go up, and that you only have to wait things out has not been true at all. Furthermore, the volatility within two
decades of the market going nowhere has been shocking. From the end of August 2000, the UK market fell
47% to its 2003 lows. Investors had to endure another almost 50% decline in 2008 / 2009 and then of course
the recent Covid-19 events. For many investors, professional and non-professional there is always a fatal
tendency to invest near tops and to sell near lows. If an investor had done this even only once during the last
three major declines, then the long-term results would have been extremely poor indeed.

1 From time to time, the fund uses FTSE 100 equity futures to protect the value of the fund. When the hedge is applied, net equity exposure is reduced, and the capital should be
largely protected.



It is also worth pointing out just how poorly some of the UK’s household names have been from a stock price
performance perspective. Vodafone and HSBC were at roughly their current share price levels in 1998, BP
was at its current stock price in 1996 and the Barclays share price was the same in 1993 as it is today. Given
how much effort that would have taken place at these companies by the staff and managers, the dramatic
declines the UK has seen in interest rates, huge quantitative easing as well as corporation tax cuts and a
massive increase in chief executive salaries it is amazing how little progress has been made in these share
prices, and in the market as a whole.

In some ways the poor performance of larger UK equities in the last two decades should, on the face of it,
make for a strongly bullish case. The last time that equities were clearly in a sustained bull market was in the
1990s. However, sadly, the long-term case for equities is still not that great in our view. Our favourite valuation
measure has been and remains the cyclically adjusted price earnings ratio. If anything, the poor performance
we have seen from UK equities in the last decades is evidence that this approach is sensible from a longer-
term perspective.

The actions of central banks have, in our opinion, acted to lengthen the period of poor performance. Rather
than let asset prices fall to valuation levels from which they could begin a sustainable bull market the actions
of the monetary authorities have always been to flood markets with money and, in effect prop equity markets
up. The history of the last two decades suggest that this leads to long periods of high volatility and ultimately,
at least for the UK market, low levels of return.

It is likely, given the current valuation starting point, and the likely further action of central banks to wheel out
more quantitative easing if any slowdown occurs, that we may be in for more of the same; high volatility and
poor ultimate returns. This is not really an encouraging outlook for buy and hold equity market investors. In
effect central banks are acting to draw out the adjustment process that should naturally occur after a period of
extremely high valuation. We know that the cyclically adjusted price earnings ratio works well over a ten-year
time frame. This sadly, may now, because of central bank intervention, have changed to a poor period of
performance that lasts for a lot longer than ‘just’ ten years.

While we get things wrong sometimes, and right other times, the history of the UK stock market over the last
few decades suggests that our approach is an appropriate one. Simply holding on has been a poor strategy
and at least we have the capacity to act to protect investors if needed. As in Japan where the market seems
to have never got over the ultra-high valuation levels of the late 1980s it seems in the West, we are still living
in the shadow of the ultra-high valuations seen around the year 2000.

As always, we will do everything we can to try and navigate the changing world we find ourselves in and as
always would like to thank everyone for their support.



TOP FIFTEEN EQUITY HOLDINGS 28™ AUGUST 2020

AstraZeneca 6.6%
Rio Tinto 4.0%
BP 3.8%
HSBC 3.5%
Royal Dutch Shell 'A' 3.2%
Diageo 3.1%
BATS 2.7%
Unilever 2.7%
Reckitt Benckiser 2.4%
BHP Group 2.2%
National Grid 2.2%
Prudential 2.0%
GSK 2.0%
Ferguson 2.0%
Relx 1.9%

Fund manager: Paul Wood
4™ September 2020

www.woodhillam.co.uk


http://www.woodhillam.co.uk/

Disclaimer

The information in this Report is presented by WoodHill using all reasonable skill, care and diligence and has been obtained from
or is based on third party sources believed to be reliable but is not guaranteed as to its accuracy, completeness or timeliness, nor
is it a complete statement or summary of any securities, markets or developments referred to. The information within this Report
should not be regarded by recipients as a substitute for the exercise of their own judgement.

The information in this Report has no regard to the specific investment objectives, financial situation or particular needs of any
specific recipient and is published solely for informational purposes and is not to be construed as a solicitation or an offer to buy
or sell any securities or related financial instruments. In the absence of detailed information about you, your circumstances or your
investment portfolio, the information does not in any way constitute investment advice. If you have any doubt about any of the
information presented, please consult your stockbroker, accountant, bank manager or other independent financial advisor.
Value of investments can fall as well as rise and you may not get back the amount you have invested. Income from an investment
may fluctuate in money terms. If the investment involves exposure to a currency other than that in which acquisitions of the
investments are invited, changes in the rates of exchange may cause the value of the investment to go up or down. Past
performance is not necessarily a guide to future performance.

Any opinions expressed in this Report are subject to change without notice and WoodHill is not under any obligation to update or
keep current the information contained herein. Sources for all tables and graphs herein are WoodHill unless otherwise indicated.
The information provided is "as is" without any express or implied warranty of any kind including warranties of merchantability,
non-nfringement of intellectual property, or fithess for any purpose.

Because some jurisdictions prohibit the exclusion or limitation of liability for consequential or incidental damages, the above
limitation may not apply to you. Users are therefore warned not to rely exclusively on the comments or conclusions within the
Report but to carry out their own due diligence before making their own decisions.

Unless otherwise stated Equity Market price indices used within this publication are sourced or derived from data supplied by
MSCI Inc. 2020.

WoodHill Asset Management LLP and its affiliated companies, employees and appointed representatives of WoodHill Asset
Management LLP and its affiliated companies, or individuals connected to them, may have or have had interests of long or short
positions in, and may at any time make purchases and/or sales as principal or agent in, the relevant securities or related financial
instruments discussed in this Report.

No part of this report may be reproduced or distributed in any manner without the written permission of WoodHill Asset
Management LLP.

Authorised and regulated by the Financial Conduct Authority (FCA), registration number 649832.
This status can be checked with the FCA on 0800 111 6768, or on the FCA website.
Registered in England No: OC389733.

If you do not wish to receive any further emails from us, please reply "Unsubscribe" in the subject line.



