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Fund value at midday 315t May was 80.2770
Assets under management: £25.0m
Jun-22  Jul-22  Aug-22  Sep-22 Oct22  Nov-22 Dec22  Jan-23 Feb-23  Mar-23 Apr-23  May-23

Total Return -0.50% -0.44% 0.58% 0.29% * 0.34% 0.67% 0.16% 1.15% 0.34% 1.41% * 0.33% 0.08%
*Inc. Distributed Dividend
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PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS Source: VTIM

In May our fund managed was fully hedged?, with a small gain compared to the overall UK stock market that
was down over five percent. The month was steadily dominated by the debate around the raising of the US
debt ceiling, but, behind this high-profile story the economic clouds that are now circling the world appear to
be darkening. For us we are more convinced than ever that we are in a time when capital preservation is
important. Before coming on to describe the importance of capital preservation we want to quickly describe
the issues that are concerning us.

Looking quickly at the horizon we note that house prices are now falling in both the US and the UK. At the
same time inflation, especially at a core level remains sticky, at least for now. This means that there is little
chance of interest rate cuts coming to the rescue in a hurry. In fact, in the UK interest rates are more likely to
go up rather than down from here. Outside of residential property the commercial real estate sector (offices
and shops), especially in the US is troubled, facing a hostile mixture of increased funding costs and falling
demand as employees continue to work from home, and as internet retailers consistently undermine the
solvency of traditional retailers. In Asia the reopening of the Chinese economy is not going especially well and
there have been some genuinely weak economic numbers out of Hong Kong. Finally, once the debt ceiling
law has been passed (we think that this is more likely than not) there may be an unusual, but very real liquidity
issue could emerge. As the debt ceiling approached the US treasury was not able to issue a substantial amount

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.



of new debt. It was bumping up against the ceiling. Once the bill is passed it will rebuild its cash levels through
what could be a quite aggressive bond issuance programme. This will suck money away from equities and,
also, potentially out of bank deposits into fixed income or money market funds. There is even a possibility that
this could reignite the troublesome flows out of weaker banks, putting the whole of the US banking system
under pressure again.

Against this background we want briefly to illustrate why we think it is important to have a fund that can act to
hedge risk, and to protect investors from substantial declines. We have looked at four different bear market
episodes starting with the late 1920s and running right up until 2008. We have not considered the covid decline
as a ‘normal’ economic or valuation driven bear market as to us it was much more like a random natural
disaster, such as a comet hitting the earth. Something that is inherently unpredictable and that could not have
been modelled.

The point we want to make is that sometimes, it can really take many years for an investor to get their money
back. Even moderate mitigation of major market declines can make a huge difference to an investor, especially
if they need to spend their savings in the near term. It is often the case that life events happen, and investors
do not have an option to wait for a market bounce back.

Starting with the first huge bear market of the 20th century we will then move forward closer to today.

Starting point Time to get back to Maximum drawdown Potential return if half
original value of drawdown saved,
and portfolio
thereafter remained
fully invested

August 1929 25 years 88% Up 80%
November 1972 10 years 41% Up 26%
December 1999 6 years, 8 months 34% Up 21%

October 2007 5 years, 3 months 49% Up 32%

Source: Trading economics

In the table shown above, the final column assumes that a fund manager (such as ourselves) would have
acted to hedge at least some of the downside of the various bear markets described. The assumption shown
in the four examples above was that through hedging, a fund would avoid half of the loss during the declines
and then would have been fully invested up until the point where a long-only investor would have got their
money back.

This is of course theoretical and has the benefit of hindsight. However, we hope to be able to try and protect
investors as much as we can in such environments, unlike most saving mandates. We would aim to avoid
more than half of any potential draw down. Nevertheless, what is most important from our perspective is that
we have the willingness, ability, and desire to want to protect investors. Investors do not have to be passive
victims of bear markets. We are willing and able to fight to protect investors, and, to make money for them in
more conducive environments.

The situation today is more troublesome than not, and we will do all we can to navigate investors safely through
it. While predicting major bear markets is never simple or straightforward, we believe that many of the
conditions for a major decline are present. This is why we have been hedged a lot of the time recently and we
will continue to act carefully.



TOP FIFTEEN EQUITY HOLDINGS 31st MAY 2023

AstraZeneca 7.5%
Shell 7.2%
HSBC 6.2%
BP 3.6%
Diageo 3.3%
Rio Tinto 3.2%
Compass Group 2.9%
BAE 2.8%
National Grid 2.6%
Relx 2.5%
BATS 2.4%
Unilever 2.1%
3i 1.8%
GSK 1.8%
Reckitt Benckiser 1.8%

Fund manager: Paul Wood

6th June 2023
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-infringement 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.

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.
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