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We also see rising corporate spending on production 
technology that can help manufacturers reduce their 
“material footprint” by shrinking the bill-of-materials, 
following a quick rise in the cost of their inputs, and we 
expect the likes of holdings Evoqua, Xylem, PTC, Ansys 
and ATS Automation to see accelerating demand for 
their cost-reducing wares.
In most cases these are long-term holdings that we feel 
have derated too far and that all have one thing in 
common; the resilience of their earnings relative to the 
market. We feel the more important driver of relative 
performance in the second half of 2022 will be the “e” in 
the P/E ratio: earnings. The portfolio companies, as a 
result of their exposure to these trends and underlying 
positive impact, have therefore historically demonstrated 
a relative resilience of earnings in the face of 
macroeconomic headwinds. If earnings in these 
businesses continue to grow, we would expect the 
relative attractiveness of these companies to improve 
further still from here. Indeed, the evidence so far from 
the ongoing earnings season supports our view, with 20 
out of the 30 portfolio companies reporting so far and 
every one of them beating expectations – with nine even 
increasing their full year profit guidance.1

We do remain cautious in the short-term that whilst the 
second half of the year has started well, the underlying 
issues we have seen remain unresolved and that the 
recent market rally has all the hall marks of a ‘dead cat 
bounce’. However, we are confident in the underlying 
strength of the portfolio and in those businesses that 
have the ability to continue to grow earnings consistently 
over time due to their exposures to trends delivering a 
positive impact. As a result, we believe our clients’ 
patience will be rewarded, as the impact case – perhaps 
more than ever – is still the investment case.

The first half of 2022 was a tough one for equity 
investors. For those looking to provide a positive impact 
and significant growth through small and mid-cap stocks, 
it was especially difficult. The market was focused on 
rising interest rates and inflation which led to an 
indiscriminate sell-off, worst hit were growth stocks. This 
hurt the strategy which has a bias to companies in this 
area and we saw a substantial reduction in the portfolio’s 
valuation, taking the median P/E down to 24.9x1 at 
present, for a median expected year-on-year earnings 
growth of 17%2, this compares to just 4.3%2 for the 
strategy’s reference index. Last year unsustainably low 
interest rates contributed to stretching multiples in some 
of the short-term valuations of the portfolio on a one-year 
P/E ratio basis, the current reading however suggests to 
us that the unwind in the first half of the year has now 
gone too far and driven the reverse scenario, as 
valuations have adjusted too far downwards. 

Many of the portfolio’s holdings are therefore 
showing strong year-on-year earnings growth at 
competitive valuations whilst being exposed to 
some very compelling long-term structural growth 
trends, that are delivering a positive impact.

To highlight a few of these areas the portfolio is adding 
to exposure in life sciences amidst the ongoing roll-out of 
novel therapies. This is a trend that is unlikely to be 
deterred by even the worst possible recession. A 
number of the portfolio’s companies are on the cusp of 
commercialising next-generation biologic therapies, such 
as cell and gene therapies – which holdings such as 
Sartorius Stedim Biotech, Abcam, Lonza, Agilent, 
Qiagen and Autolus enable the discovery and production 
of.
We are also bullish on electric vehicles (EV’s) and the 
technology around these, the fast-rising adoption rate 
and the infrastructure build that supports them puts us 
on the verge of a “tipping point”. We believe EV sales 
expectations are likely to be revised upwards well 
beyond current expectations, which could benefit 
enablers like Alfen, Valeo, Umicore and Duerr, all held in 
the portfolio

1Source: JOHCM as at 5 August 2022.
2Source: Bloomberg as at 5 August 2022.
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Issued and approved in the UK by J O Hambro Capital Management Limited (“JOHCML”) which is authorised and
regulated by the Financial Conduct Authority. Registered office: Level 3, 1 St James’s Market, London SW1Y 4AH.

Issued in the European Union by JOHCM Funds (Ireland) Limited (“JOHCMI”) which is authorised by the Central
Bank of Ireland. Registered office: 24 Fitzwilliam Place, Dublin 2, D02 T296.

References to “JOHCM” below are to either JOHCML or JOHCMI as the context requires.

This is a marketing communication. Please refer to the fund prospectus and to the KIID before making any final
investment decisions. These documents are available in English at www.johcm. com, and available from JOHCMI, or
for UK investors JOHCML, at the addresses set out above.

Information on the rights of investors can be found here

The distribution of this document in jurisdictions other than those referred to above may be restricted by law
(“Restricted Jurisdictions”). Therefore, this document is not intended for distribution in any Restricted Jurisdiction and
should not be passed on or copied to any person in such a jurisdiction.

The registrations of the funds described in this document may be terminated by JOHCM at its discretion from time to
time.”

Notice to investors in Switzerland: RBC Investor Services Bank S.A., with registered office at Esch-sur-Alzette, Zurich
Branch, Bleicherweg 7, CH-8027 Zurich has been appointed to act both in a capacity as Swiss representative and
Swiss paying agent of the Company. The Prospectus, the KIIDs, the Articles of Incorporation and the annual and
semi-annual reports may be obtained free of charge from the Swiss representative. The Company is defined as J O
Hambro Capital Management UK Umbrella Fund (domiciled in the UK), J O Hambro Capital Management Umbrella
Fund plc (domiciled in Ireland) or Regnan Umbrella Fund ICAV (domiciled in Ireland), as relevant.

This fund has not been authorised by the Hong Kong Securities and Futures Commission and no person may issue,
or have in its possession for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement,
invitation, or document relating to this fund, which is directed at, or the contents of which are likely to be accessed or
read by, the public in Hong Kong. This fund is only for offer and sale to persons in Hong Kong who are “professional
investors” as defined in the Securities and Futures Ordinance (cap. 571) of Hong Kong and any rules made under
that Ordinance. This document and the information contained herein may not be used other than by the person to
whom it is addressed and may not be reproduced in any form or transferred to any person in Hong Kong. The
contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to
exercise caution in relation to the offer. If you are in any doubt about the contents of this document, you should seek
independent professional advice.

This document is only allowed to be distributed to certain relevant persons and not to the retail public in Singapore.
The Fund, which is not authorised or recognised by the Monetary Authority of Singapore (the “Authority”), is
registered under the Restricted Foreign Scheme with the Authority and the shares in the Fund (“Shares”) are not
allowed to be offered to the retail public. Moreover, this document is not a prospectus as defined in the Securities and
Futures Act, Chapter 289 of Singapore (the “SFA”). Accordingly, statutory liability under the SFA in relation to the
content of prospectuses would not apply. Investors should consider carefully whether the investment is suitable for
them. This document and any document or material in connection with the offer or sale, or invitation for subscription
or purchase, of Shares may not be circulated or distributed, nor may Shares be offered or sold, or be made the
subject of an invitation for subscription or purchase, whether directly or indirectly, to the retail public or any member
of the retail public in Singapore other than (i) to an institutional investor, and in accordance with the conditions
specified, in Section 304 of the SFA; (ii) to an investor falling within the definition of “relevant persons”, and in
accordance with the conditions specified, in Section 305 of the SFA; or (iii) otherwise pursuant to, and in accordance
with the conditions of, any other applicable provision of the SFA. Where Shares are acquired under Section 305 of
the SFA by a relevant person, investors should note that the first sales and transfers of the Shares are subject to the
applicable provisions of the SFA, which include section 305A of the SFA

https://www.johcm.com/uk/about-us/605/investor-rights


Disclaimer (cont’d)
Investors should note that this strategy invests in emerging markets and such investments may carry risks with failed
or delayed settlement and with registration and custody of securities. Companies in emerging markets may not be
subject to accounting, auditing and financial reporting standards or be subject to the same level of government
supervision and regulation as in more developed markets. Government involvement in the economy may affect the
value of investments in certain emerging markets and the risk of political instability may be high. The reliability of
trading and settlement systems in some emerging markets may not be equal to that available in more developed
markets which may result in problems in realising investments. Lack of liquidity and efficiency in certain of the stock
markets or foreign exchange markets in certain emerging markets may mean that from time to time the fund manager
may experience difficulty in purchasing or selling holdings of securities. Furthermore, due to local postal and banking
systems, no guarantee can be given that all entitlements attaching to quoted and over-the counter traded securities
acquired by this strategy, including those related to dividends, can be realised.

Investments include shares in small-cap companies and these tend to be traded less frequently and in lower volumes
than larger companies making them potentially less liquid and more volatile.

The information contained herein including any expression of opinion is for information purposes only and is given on
the understanding that it is not a recommendation.

The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form
and may not be used as a basis for or a component of any financial instruments or products or indices. None of the
MSCI information is intended to constitute investment advice or a recommendation to make (or refrain from making)
any kind of investment decision and may not be relied on as such. Historical data and analysis should not be taken as
an indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is
provided on an “as is” basis and the user of this information assumes the entire risk of any use made of this
information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing or
creating any MSCI information (collectively, the “MSCI Parties”) expressly disclaims all warranties (including, without
limitation, any warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and
fitness for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall
any MSCI Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, without
limitation, lost profits) or any other damages. (www.msci.com)

The information in this document does not constitute, or form part of, any offer to sell or issue, or any solicitation of an
offer to purchase or subscribe for any funds or strategy described in this document; nor shall this document, or any
part of it, or the fact of its distribution form the basis of, or be relied on, in connection with any contract.

Telephone calls to and from JOHCML may be recorded. Information on how personal data is handled can be found in
the JOHCM Privacy Statement on its website: www.johcm.com

The registered mark J O Hambro® is owned by Barnham Broom Holdings Limited and is used under licence.
JOHCM® is a registered trademark of JOHCML.

Regnan is the specialist sustainable and impact investing brand of the Australian-listed asset manager Pendal Group,
which encompasses J O Hambro Capital Management, Thompson, Siegel & Walmsley and Pendal Australia.
Regnan’s focus is on delivering innovative solutions for sustainable and impact investment, leaning on over 20 years
of experience at the frontier of responsible investment. “Regnan” is a registered trademark of Pendal.

The Regnan business consists of two distinct business lines. The investment management business is based in the
United Kingdom and sits within J O Hambro Capital Management Limited, which is authorised and regulated by the
Financial Conduct Authority and is registered as an investment adviser with the SEC. “Regnan” is a registered as a
trading name of J O Hambro Capital Management Limited. The investment team manages the Regnan Global Equity
Impact Solutions (RGEIS) strategy which aims to generate market-beating long-term returns by investing in solutions
to the world’s environmental and societal problems. The RGEIS strategy is distributed in Australia by Pendal Fund
Services Limited.

Alongside the investment team is the Regnan Insight and Advisory Centre of Pendal Institutional Limited in Australia,
which has a long history of providing engagement and advisory services on environmental, social and governance
issues. While the investment management team will often draw on services from and collaborate with the Regnan
Insight and Advisory Centre, they remain independent of the Regnan Insight and Advisory Centre and are solely
responsible for the investment management of the RGEIS strategy.

Sources for all data: JOHCM/Bloomberg/Lipper/MSCI Group (unless otherwise stated).

www.regnan.com


	Slide Number 1
	Slide Number 2
	Slide Number 3

