
 

 

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: VTIM 

Our fund had a good start to 2024 rising in value by 2.4% compared to the UK stock market which fell by 

around 1.3%.  Over the last twelve months (to end January 2024) our fund (from a total return basis) is up just 

under 17%. This compares to the overall UK market (including dividends) which was up just under 2%. This, 

we feel, shows clearly that doing all we can to avoid draw downs, results in superior and positive performance. 

Through acting sensibly to reduce risk, we think we can produce better returns.  

We went into the new year fully hedged1 / protected. From our perspective the year end euphoria about the 

prospects for interest rate cuts and economic growth at the same time seemed unrealistic. As the month 

unfolded there was an adjustment to what had been an overly bullish year-end rally and the market fell. A pull 

back in both the level of the market and in sentiment then allowed us to remove our hedge in the second half 

of the month. This explains how we were up for the month while the market was down.  

At the end of the month, we did re-hedge the portfolio. US earnings season was mostly behind us and, we 

believe that there is still a lot of risk out there. Sentiment has rebounded to levels of optimism that have not 

led to especially positive outcomes in the past. We intend to navigate this year with notable caution. The yield 

curve is still predicting a recession (it has been correct in this in seven out of the last seven times that this has 

happened). Alternatively, if the economic slowdown does not arrive, we cannot see how there can be notable 

Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23 Oct-23 Nov-23 Dec-23 Jan-24

Total Return 0.34% 1.41% * 0.33% 0.08% -0.33% 4.00% 2.61% 2.16% * 1.23% 1.60% 0.83% 2.43%

*Inc. Distributed Dividend
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interest rate cuts set against the background of what is in effect full employment. One way or another it seems 

to us that market expectations for interest rate cuts and or growth are going to be disappointed.  

Regarding the potential for a Western world recession, it is worth addressing why this has not happened yet. 

It was widely predicted to arrive in 2023 and then failed to do so. From our perspective the reason for this is 

the currently large government spending and deficit levels that are now common across the Western World. 

In the US the current year projected budget deficit is around 6% of GDP. Governments have kept spending 

money as if covid is still around. If the US had, for instance, been running a balanced budget (which would be 

normal and sensible at a cyclical high) then the economy would be some 6% smaller than it currently is. In 

other words, the recession would have arrived.  

This is a political year in both the US and UK, and it is unlikely that anyone is going to try and put their financial 

houses in order ahead of elections. It is also the case that tax cuts and or increased spending are being 

promised by the candidates that are in opposition. The government debt and spending levels we are currently 

seeing could be the economic elephant in the room. They present real risk. Sadly, throughout history it has 

been very rare for a country to deal with excessive levels of debt ahead of a crisis of some sort. For 2024 this 

is, to us, the most concerning issue that could come out of left field. If at some point there is a perception of 

solvency risk in the US or Italy, for instance, this would be very troubling for markets and the economy. If 

politicians are forced by markets to come to term with their deficits, then this itself would cause a recession.  

Quite apart from the Western world economy itself, the Middle East does not seem to be calming down and it 

is not entirely clear that China is going to turn the corner either. We expect this to be a volatile and somewhat 

dangerous year. There is a lot out there for people to be concerned about but for now, (as judged by the 

currently very positive sentiment levels) people are not scared at all. In our view, this is not a great risk reward 

environment, and we hope to be able to take a more positive stance once investors are at least a little more 

nervous than they are now.  

We would like to thank all the readers of this letter, and our investors for your ongoing support. We will do our 

best to defend capital when appropriate and deploying it to make money when it makes sense to do so.  
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Shell plc 8.0%

AstraZeneca PLC 6.9%

HSBC Holdings PLC 5.7%

BP PLC 3.7%

Rio Tinto PLC 3.6%

BAE Systems PLC 3.5%

Relx PLC 3.2%

Diageo PLC 2.8%

Compass Group PLC 2.8%

National Grid PLC 2.5%

3i Group PLC 2.2%

British American Tobacco PLC 2.1%

GSK plc 2.1%

CRH PLC 2.0%

Unilever PLC 2.0%

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


