
 

 

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. 
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PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS         

Source: Morningstar 

For February the UK stock market only fell relatively slightly. Given all the events that have taken place this is 

just another one of the remarkable events of the last few weeks. We are happy to say that instead of our fund 

falling in value during February, we were up 2.3%.  

We were exposed to the market for the earlier parts of the month but as the clouds started to gather over 

Ukraine, we fully hedged1 and protected the portfolio. This is something that very few equity funds are capable 

of or able to do. The gains we made in February came from our exposure to UK equities prior to the invasion. 

Once we were protected, we were able to ride out the shocking volatility around the invasion with no adverse 

effects.  

We certainly make no claim to have predicted what was going to happen in Ukraine. Instead, our market 

analysis toolset was clearly telling us that there was nothing ‘in the price’ for a bad event to take place. We felt 

that there was high chance of something “bad” happening but at the same time, the market was assuming a 

benign outlook. This created a negative asymmetry of risk. We have remained hedged since initially protecting 

the portfolio.  

What concerns us from here are second order effects and aftershocks that could easily emerge from this crisis. 

Most notable of all are the sanctions that have been put on Russian banks, corporations and on the Russian 

central bank. At the moment it is not at all clear what the situation regarding SWIFT and the sanctions are, or 

what they may become. Will Russia be able to pay its foreign US$ denominated sovereign debts, will large 

Russian corporations that owe money to banks outside Russia be able to stay current on their loans? If a 
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Russian corporation owes money to, let’s say, an Italian bank, and if the Russian corporation cannot get the 

dollars or euros it needs to pay back these loans, then it will be in default. The same applies for the Russian 

state. If this occurs, it could knock substantial holes into the Western financial system. Signs of Western 

financial distress may already be making themselves present in the UK government bond market. Over the 

last day or so, UK six-month money saw a sudden temporary rise in yields from less than 1% to over 4%. This 

suggests that there may be funding stress somewhere in the Western / UK banking system. In these 

circumstances, we will remain cautious. 

At Woodhill we are students of history, and rather than discuss what may or may not happen in Ukraine, we 

cannot help but be reminded of events that took place a long time ago. In the years around and following 

200ad, the Roman Empire had reached its largest size from a geographical perspective. The same Roman 

and Hellenic culture was common around the whole of the empire and Roman gold coins were acceptable 

everywhere from what is now Turkey right through to the very Western ends of the empire. Trade over wide 

distances was normal. This was the peak. The empire had overreached itself. Inflation followed and taxation 

became an increasing burden on all. A substantial loss of confidence emerged in the Roman ruling classes. 

The result was the invasion of Rome by Germanic ‘barbarian’ tribes. The empire had in effect bankrupted itself, 

and once the weakness of the edifice had become apparent the confidence of the barbarians expanded.   

We are certainly not suggesting this ancient history will repeat itself but following the Iraq and Afghan wars a 

lack of confidence has grown in the West. Hopefully events in the Ukraine can help the West to restore its 

confidence and determination and can act as a kind of renewal. Even if any parts of this analogy are 

reasonable, the investment advice would be as follows; own some precious metals or own a fund that has the 

capacity to protect investors from what may come. Few funds are set up for this, but we are.  

As always, we would like to thank everyone involved with our fund and we will proceed with caution. 
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Shell 6.4%

AstraZeneca  6.1%

HSBC 4.8%

Rio Tinto 4.0%

Diageo 3.9%

BP 3.6%

BATS 3.3%

BHP Group 3.1%

National Grid 2.9%

Relx 2.4%

Compass Group 2.4%

BAE 2.4%

Unilever 2.1%

GSK 2.0%

Reckitt Benckiser 1.9%
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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 merchantabili ty, 

non‐infringement of intellectual property, or fitness 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. 

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. 


