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Authorised status

Slater Growth Fund (the “Fund”) is an authorised unit trust scheme established by a Trust Deed dated
15 March 2004. It is a UK UCITS scheme as defined in the Collective Investment Schemes
Sourcebook (COLL). The Fund is authorised and regulated by the Financial Conduct Authority with
effect from 24 March 2004. 

Unitholders of the Fund are not liable for the debts of the scheme. 

Investment objective

The investment objective of the Fund is to achieve capital growth. 

The Fund will invest in companies both in the UK and overseas but concentrating mainly or, where
appropriate, exclusively on UK shares. The Fund will focus in particular on shares which are deemed
to be under valued and that have the potential of a significant re rating. Other investments including
bonds, warrants and collective investment schemes, within the limits imposed by the trust deed may
also be used where it is considered that they meet the investment objective. It is also intended where
appropriate to take advantage of underwritings and placings. At times it may be appropriate for the
Fund not to be fully invested but to hold cash and near cash. The Fund has powers to borrow as
specified in COLL and may invest in derivatives and forward transactions for hedging purposes only.

Value for Money Assessment

Slater Investments Limited’s latest Value for Money Assessment can be found at

 https://www.slaterinvestments.com/value-assessment-report/. 

Rights and terms attaching to each unit class

Each unit of each class represents a proportional entitlement to the assets of the Fund. The allocation
of income and taxation and the rights of each unit in the event the Fund is wound up are on the same
proportional basis.

Authorised Status and
General Information
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Director's Statement

This report has been prepared in accordance with the requirements of the Collective Investment
Schemes Sourcebook as issued and amended by the Financial Conduct Authority.

Mark Slater
Director

Ralph Baber
Director

SLATER INVESTMENTS LIMITED 
Date: 30 August 2023
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Performance
Six

Months
1 Year 3 Years 5 Years

Since
Launch*

Slater Growth
Fund P unit

class
-8.35% -13.44% +10.57% +13.41% +523.60%

Investment
Association
(IA) OE UK

All
Companies

+1.81% +6.06% +23.49% +7.51% +193.59%

*A unit class launched 30 March 2005

Market Commentary

This was another difficult period for United Kingdom (UK) equities with smaller companies
suffering the most. The misery here was contrasted by the buoyancy on Nasdaq in particular. In
the United States (US), the Federal Reserve took steps to improve financial liquidity, spurred by
the failure of three regional banks. The hiatus over the US government’s debt ceiling also led to
a rise in liquidity as the US Treasury ran down its bank balance at the Federal Reserve as it was
unable to issue bonds. In the UK we instead faced the drag on equities from a rising exchange
rate and the slow upward grind of interest rates in the face of persistent core inflation. Despite
the gloom, long term interest rates are starting to fall as confidence grows that inflation will be
tamed. The benefit was felt first by Nasdaq, being the longest-term type of share, but this should
spread more generally as medium-term rates follow this trend.

Major Contributors & Detractors

Tesco contributed +0.68% with an +11% share gain. It maintained its market share at 27.1% in
the quarter to May 2023 and actually increased its share of online shopping slightly to 37.5%. A
success here has been the move to cut prices on everyday basics. Forecasts have held steady
despite this as the company reports signs of inflation starting to ease. A £750 million share
buyback programme is half way through and this gives persistent buoyancy to the share price.
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Marlowe started to reverse its decline with a +19% gain and +0.39% contribution. Adjusted
earnings per share (EPS) for the year to March 2023 rose 20% and net cash from operations
bounced from £2.7 million in the first half to £33.6 million in the second. Acquisition-related
restructuring has started to tail off following a heavy spree of deals in the previous financial
year. The forward multiple of 11.5 is modest for a business with pricing power and highly
recurring revenue. 

Converge Technology Solutions (CTS), the Toronto-based IT services company, saw its
shares tumble -53% in sterling terms and it detracted by -0.62%. This wiped out all the advance
since last April (2021). First quarter results in May 2022 showed an International Financial
Reporting Standards loss of Can$2.4 million and a Can$30 million operating outflow. Working
capital suffered because CTS had to switch some sourcing directly from manufacturers, who
give less time to pay, versus buying kit via the normal distribution channel. EPS forecasts
remained stable and at the quarterly results briefing the Chief Executive Officer (CEO)
predicted that the supply bottlenecks would start to unwind in the third and fourth quarters of
2022. Would a recession stop corporates moving to the cloud? This seems unlikely given the
resilience and cost-savings which it brings. The promised London initial public offering has
now moved from the fourth quarter of this year to the first quarter of next (2023), the CEO told
us. The shares closed the quarter on an adjusted PE of 8.8 falling to 6.6.

Sureserve rose +42% and contributed +0.37%
following a recommended takeover bid from
private equity. We supported the bid which
allowed us to exit at 77% above the cost of the
holding. 

Jubilee Metals detracted by -0.36% after falling -23%. China has been a direct factor because
demand for platinum group metals (PGMs) from its auto sector has fallen sharply. China is
making a rapid transition to electric vehicles (EVs) and the makers of fuel vehicles have had to
slash production. By 30 June 2023 the price of rhodium had fallen 85% from its peak in 2021. It
now stands at levels last seen four years ago. The company obtains PGMs as a free by-product
from its toll processing of chrome ore for local miners. Faced with these lower PGM prices it is
charging more for the processing work and also plans to buy reefs of its own to process and keep
the full proceeds. It can do this because its ability to recover more chrome means it can make
money from reefs that rivals find uneconomic. Meanwhile in Zambia it faced manifold problems
starting with power cuts and water supply interruptions in its processing of copper tailings. These
issues seemed to have been solved but meantime the price of cobalt has plunged and made
processing unattractive. It was hoped to be a lucrative side line. 
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Hutchmed (China) detracted by -0.42% after its
volatile shares fell -19% on Nasdaq and -26% in
the UK. We had an encouraging meeting with the
company. The development portfolio is much
more focused than before and the licensing of
fruquintinib to Takeda outside China has
massively improved its commercial credibility as
well as delivering $400 million in cash. Smaller
biotechs are inevitably judged on their partnering.
Takeda is a good name. Fruquintinib is moving
towards approval in the US and Europe. It is
already marketed in China for some late-stage
cancers. Savolitinib is also approved there but still
working its way towards registration elsewhere, as
is a third drug, surufatinib. The world ‘pivotal’ is
over-used but it fairly describes the next year for
the company.

Ergomed detracted by -0.44% after shedding -23%. Anything wrong there? Not really, merely a
continued reaction to earlier exuberance in the shares. It reported a 5% rise in adjusted EPS
which was more ‘robust’ than exciting. The weaker dollar is a headwind for earnings this year
but the company should still end this year with over £30 million net cash. It would like to build a
presence in China and the sharp devaluation of the yuan may make this a good time to start. 

Restore detracted by -0.47% after falling -29%. The annual general meeting (AGM) statement
on 15 May 2023 already warned of softer trading in the resale of old IT hardware but on 4 July
2023 it followed this with a further warning and the ousting of the Chief Executive Officer
(CEO). We are actively involved in strengthening the board. The core box storage business
remains solid whereas the weakness has come from the company’s trading activities where it has
neither fixed rental income nor regular offtake deals. A solvable situation. 

Jubilee Metals (Continued) China again is to blame because its EV producers have switched
en masse to non-cobalt chemistries. With copper we await results from tests in an Australian lab.
These were demanded by banks before they would fund expansion of the company into northern
Zambia where the tailings are quite different from the south of the country where the company
already operates. We originally invested for the Zambian copper opportunity and we keenly
await those lab results.
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Kin & Carta (K&C) had a torrid six months, falling by -71% and detracting by -0.59%. The
problem has been that Covid seems to have juiced demand for its digitising services but the
reopening saw this fall back towards its earlier upward trend. The company issued two warnings
in the period. The second one predicted a gentle recovery in quarterly revenues from £44 million
in second quarter of 2023 to £48 million in the fourth quarter. The weaker dollar will not help
these numbers, though its impact should only be on translation rather to operating margin as
costs are largely local to revenues. K&C is belatedly near-shoring some roles. It has trailed its
competitors in this type of cost management because until the slowdown it was purely focused
on growth. The trend of demand for digitisation still looks powerful, so it seems reasonable to
expect the company to resume growth from next year. The forward multiple is below 10.

Devolver Digital suffered as comprehensive a de-rating as there could plausibly be. The shares
fell -65% and it detracted by -0.63%. This left net cash at around half its market value. Last year
saw some weaker game launches which it blamed on Covid. The absence of games conventions
turned out to be a big problem as it prevented gamers from giving feedback on early versions of
titles. Devolver’s management had great success over many years as publishers. Their move to
buy developers outright has been difficult as it turns out the skill and disciplines are different.
That said, more recent games have been scoring better as Covid’s baneful effects disappear. We
do struggle with assessing the underlying profitability, not only because it depends on the games
but also because shares issued to staff and directors remain heavy and they need to reduce
radically. At current levels Devolver looks extremely cheap with forecast sales at only 2x the
enterprise value. 

CentralNic fell -26% and detracted by -0.57%. This was perverse as it continues to deliver
impressive growth. The March 2023 first quarter numbers showed adjusted EPS up 23% on
sales up 24%. Investors are nervous that weakness in digital advertising rates will cause
problems. The growth rate is definitely falling from previous explosive records but the company
can add new addressable markets, it calls them ‘verticals’, to compensate for market weakness.
With free cashflow running at well over $60 million, the company is expected to show net cash
in 2024 even after buybacks. The forward multiple is around 7 times.
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Liontrust Asset Management lost -36% and detracted by -0.64%. Shares in fund managers are
of course very sensitive to the general direction of share prices, so the company has faced a
heavy headwind. It is seeking to take advantage of tough times by making cheap acquisitions. In
May 2023 it announced it was buying GAM Holdings for £96 million, which has £20.9 billion
in assets under management. That compares to the £30.5 billion reported by Liontrust as at 16
June 2023. The deal offers an immediate sales footprint in Europe for Liontrust’s UK-based
funds. GAM’s own funds have performed well and its problems stemmed from its fund
administration operations which we expect to be quickly discarded. This acquisition looks very
promising and we are hardly surprised that some GAM shareholders are trying to oppose it.
Over the last five years, the performance of UK fund managers’ shares have closely reflected
their growth in assets under management per share. Over this period Liontrust delivered a 54%
total return and nearly doubled its net asset value per share. Investors value organic growth
versus the acquired sort, but this company has delivered both and we believe this will continue.

NCC detracted by -0.95% after falling -51%. It was hit when large US cyber security customers
abruptly moved projects sharply to the right. The work was apparently not lost but the net effect
is the same. CEO Mike Maddison joined the company with a plan to move a chunk of work
offshore from the US in particular. Unfortunately events came even faster than he feared and his
plan for a service centre in Manila had to be hastily accelerated. Meanwhile his plan to sell the
Software Resilience division was quietly shelved as this has been an anchor of stability in the
current storm. Maddison has also changed his top leadership including his CFO, which we
welcome. A trading statement in May 2023 said conditions had steadied, which is welcome
news. The shares closed the half on around 16 times, falling to 12.
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Next 15 fell -31% and detracted by -1.54%. Two
issues are dogging this remarkably successful
company. Firstly, an increasing share of profits are
coming from San Francisco-based Mach49. This
operates as both an incubator of marketing
businesses and it also runs an investment portfolio.
Details are scant but we do know that earnouts to
the vendors of Mach49 are set to cost Next 15
nearly £244 million by March 2028. The second
issue causing concern relates to the broader
economy. The AGM statement on 6 July 2023
reiterated full year guidance though with
customers focusing more on projects which can
fund themselves by boosting sales. We remain
confident in Next 15’s management because of
their excellent track record, generating a
compound annual return of nearly 24% per year
over the last decade.

Future plunged -47% and detracted by -2.23%. This made a torrid debut for new CEO Jon
Steinberg, who unveiled interims showing a 10% fall in like-for-like revenues and a 12% fall in
adjusted earnings. In a normal world this performance would have been greeted with pleasant
surprise. Given that many costs are fixed over the near term, a fall in sales usually causes a
much bigger fall in profits. Future moved nimbly to curb costs and spare the EPS. Even so,
Steinberg indicated he thought the savings had gone too far in some places. His key plan is to
recruit a much bigger direct sales force in the US. Currently Future receives two thirds of its
revenue by search engines rather than selling advertising slots directly to brand owners. Direct
sales are much more lucrative, so his move makes good commercial sense. The bigger issues
hanging over Future are the potential threat from artificial intelligence (AI) and the shift towards
social media for traffic and the consequent need to generate more short form video. Steinberg
hopes that AI driven search will continue to include links to content providers and is bullish
about the company’s ability to create short form video. He is yet to gain confidence from
investors, who in any case are concerned about a recession. All in all, the shares have been
caught in a perfect storm of pessimism. On 10 July 2023 the company replied to all this by
announcing plans to buy back 10% of its stock for up to £45 million. Again, a very sensible
move given as its own shares traded on just 4.9 times before the announcement. 
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Purchases and Sales

During the period one new holding was added in Franchise Brands. The following existing
holdings were added to: Arbuthnot Banking, CentralNic, Loungers, NCC and Trifast. 

Best of the Best and GXO Logistics were sold and Kape Technologies completed its takeover.
Tesco was trimmed. 

Outlook 

When will sentiment turn? Arguably in the US it already has, with cyclical sectors such as
housebuilders and chipmakers leading the advance. The big tech giants have garnered most
support because they now wield price setting dominance in their markets. Some of this US
buoyancy may be purely domestic. The third year in the US electoral cycle are on average
stronger than the other three. In fact the last time a year three was negative for investors was all
the way back in 1939, when other matters intervened. Investors can see that producer price
inflation is in retreat across the world and that this is a strong leading indicator for lower
consumer price inflation but also for a global slowdown. This may sound negative but the
paradox is that recessions, once they have begun, are surprisingly benign for the markets. The
cost of capital falls and working capital released from businesses tends to slosh around the
financial markets. Combine this with the extremely low earnings multiples of UK shares and
excessively negative sentiment and we have to be optimistic on even a one-year view. 

Slater Investments Limited.
August 2023
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Enviromental, Social and Governance
(ESG) Report
Report for the period to 30 June 2023

Introduction

Slater Growth Fund

The Financial Reporting Council (“FRC”) oversees the UK's Stewardship Code (“Code”),
promoting transparency and integrity in business and setting high stewardship standards for those
investing money on behalf of UK investors. The Code was refreshed in 2020, requiring all
institutions to reapply for signatory status. Slater Investments Limited (“Slater Investments” or
the “Company”) is proud to have been successful and was added in the first cohort of those
accepted. The Code additionally requires signatories to demonstrate year-on-year improvement.
Slater Investments’s 2021 Stewardship Code Report was also successful. The 2022 Report (which
is currently under review by the FRC) is available online. Since September 2019, the Company
has been a voluntary member of the United Nations supported Principles for Responsible
Investment, an organisation committed to responsible investment. This involvement places Slater
Investments at the heart of the global community seeking to build a more sustainable financial
system.

Sustainable Finance Disclosure Regulation (“SFDR”) 

The Slater Growth Fund is classified as Article 8 under Regulation (EU) 2019/2088, which means
it is a “Fund which promotes, among other characteristics, environmental or social characteristics,
or a combination of those characteristics, provided that the companies in which the investments
are made follow good governance practices.” Integral to this is the assessment of the risks and
opportunities presented by various ESG factors, which is embedded in our investment process.
Additional information can be found in Appendix F of the Fund’s Prospectus.

The periodic disclosures, as required under Article 11 of SFDR, are set out in the Appendix to
this Report. 

ESG and the Investment Process 

Slater Investments’s ESG Committee works closely with the Company’s Investment Committee
to ensure that stewardship is embedded in Slater Investments’s investment process. The primary
focus for the ESG Committee is to pre-emptively monitor for ESG risks that may emerge which
might threaten the price earnings ratio or earnings growth prospects of Slater Investments’s
investee companies. The ESG Committee regularly works with investee companies, offering
advice as to how they can improve their ESG practices. 

https://slaterinvestments.com/wp-content/uploads/2023/05/Slater-Investments-Limited-2022-Stewardship-Report.pdf
https://slaterinvestments.com/wp-content/uploads/2023/04/Slater-Growth-Prospectus-6-April-2023-Final.pdf
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Company Level Engagement 

As part of our commitment to transparency, accuracy, and continuous improvements, we have
revised our engagement metrics and definitions at the beginning of this year. Our previous
engagement metrics served us well, but this was reported at a firm level rather than at a portfolio
level. We have also adapted how we define engagements to be more focussed on those proactive
interactions with investee companies where the primary aim is to pursue objectives predefined by
the ESG Committee. This is important in distinguishing between meetings with companies where
the topic of ESG is discussed and we may have input and offer guidance, but it is not the primary,
predefined objective of the interaction. Our changes provide a more precise reflection of how we
are engaging with companies.

During the six months to June 2023, our Investment and ESG Committees met with
representatives from Slater Growth Fund portfolio companies on 56 occasions. We classed 18 of
these interactions as engagement, broken down as follows: 

Report for the period to 30 June 2023

ESG and the Investment Process (Continued)
The introduction of SFDR has increased disclosure requirements but has not changed the
integrated sustainable investment approach in the Fund’s investment process. We continue to
view ESG screening and analysis of portfolio companies as an integral, complementary tool to
the fundamental research that is undertaken to understand, with a high level of conviction, a
company’s risks, earnings and growth potential.

Source: Slater Investments
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We continue to engage with the Chair of the Audit & Risk Committee (“Chair”) for all the
companies where we hold material positions as part of our thematic engagement. Our intention is
to examine each investee company's risks to understand how they are discussed at the Board level
and how much time the Board spends reviewing these risks.

In January 2023, we met the chair of the Audit Committee at Trifast Plc (“Trifast”) Clive Watson
and the Company Secretary, Christopher Morgan. We discussed the Board’s interest in ESG, as
the CEO is head of ESG, and the company is working on a net zero plan which will be presented
at the end of this financial year. The company is already reporting in line with the Task Force on
Climate-Related Financial Disclosures (“TCFD”) and is working with the Carbon Disclosure
Project. We also discussed the recent appointment of a new CFO at the company and feel that the
new CFO’s skillset is aligned with Trifast’s strategy moving forward. 

Following on from our meeting with Trifast earlier in the year, in March 2023 we met again with
Clive Watson and Christopher Morgan on a different issue. The company suffered a significant
share price drop following a Trading update and Directorate Change notification in February
2023 which announced the CEO’s resignation with immediate effect, significant destocking from
key Asian customers, and elevated net debt levels which were likely to result in higher net interest
charges for the year than previously expected. 

Our most immediate concern was how the company would navigate the stepping down of the
CEO, which was the primary focus of the engagement, with the objective being to understand the
Board’s plan. The company expanded on already published information that with immediate
effect Scott Mac Meekin had relinquished his NED responsibilities and assumed the role of
interim CEO.

During the meeting, we also raised concerns about the effectiveness of the Chairman at
monitoring the dynamic between the previous CEO and CFO. We had identified some areas
where we felt there was unease about the strategic decision-making between these two
individuals. We felt that the Chairman should have been more cognisant, and proactive in
managing this dynamic. Overall, we are satisfied that the new interim CEO is a strong
appointment. 
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In March 2023, we met with the chair of the Audit Committee at LBG Media Plc (“LBG”). LBG
had recently listed and was not part of the list of companies we initially engaged with. We
discussed with them building up the internal controls function for the company. Slater
Investments is pleased with the Board’s progress and will continue to monitor the Board’s
development closely. 

In June 2023, we met with the chair of the Audit Committee at Devolver Digital Inc
(“Devolver”). Devolver listed relatively recently, and this was our first engagement with the
Audit Chair. These meetings are most impactful with newly listed companies who are still
building out their risk management and reporting functions. 

We identified two primary objectives prior to the meeting; understanding how they consider their
principal risks, and how they account for the significant nil-paid options they award. In discussing
the principal risks, we were reassured that the company adequately considers and monitors these
risks, though we did note that this should translate to more comprehensive reporting on the
principal risks. 

The second objective of this meeting was based on the accounting of the nil-cost options. The
value of nil-cost options awarded by Devolver is material to the business, and therefore it is
important for the company to clearly communicate how these are accounted for to allow investors
to properly value the company. We discussed this with the Chair and it was acknowledged that
better communication from the company was needed on this subject. Overall, this was positive
but characteristic of a less mature business, still working on building out these functions. We will
continue to monitor this closely and engage again in due course if required. 

In January 2023, Serco Group plc ("Serco”) provided an update to some of its largest shareholders
outlining how the company’s Approved Remuneration Policy would be implemented over the
course of 2023. Members of the ESG Committee met with both the Chairman of the
Remuneration Committee and the Chairman of the Board to discuss the Policy. The main focus of
this meeting, from our perspective, was to discuss our opposition to nil-cost options. We felt it
important to communicate to the company that we will oppose any Remuneration Policy which
features this type of stock option. They understood Slater Investments’s view and expressed an
intention to consider alternatives to nil-cost options for their new Remuneration Policy due in
2024. 
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Additionally, there was a discussion of the various performance metrics used to determine the
level of long-term incentive plan (“LTIP”) awards. Slater Investments believes it is appropriate
that a LTIP award is based on long-term performance metrics aligning executives with
shareholders, and they should be distinct from the more day-to-day or annual responsibilities,
which are more appropriately covered by salary and annual bonus awards. The appropriateness of
any LTIP performance metric will vary from company to company. It was important for Slater
Investments to understand the rationale behind the LTIP performance metrics Serco had chosen.
Although we outlined changes we would prefer to see, we were broadly satisfied with the
company’s rationale behind its chosen performance metrics. These discussions were positive, and
we will engage with the company later this year in respect of their new Remuneration Policy. We,
therefore, consider this engagement to be ongoing. 

In January 2023, Serco confirmed that it had distributed £9 million in one-off payments to all
colleagues outside of management grade reflecting the pressure many people, especially the lower
paid, were under at a time of high inflation. Slater Investments is supportive of such action and
commend the board for this initiative. 

We continued our thematic engagement as we met again with Serco in June 2023. In contrast to
Devolver, Serco is a very mature business with, in our view, highly developed risk management
and reporting functions. The main subjects of our focus for this meeting were the company’s
external auditor, and the separation of the Audit and Risk Committees. The Chair explained the
separation of the Audit and Risk Committees was due to workload and a desire to be as
comprehensive as possible. Serco is a business with heightened exposure to a number of risks.
The company has chosen to separate the Audit and Risk Committees, which is uncommon, but
allows for a more focussed approach to risk management. We discussed the company’s external
auditor and the delay to full year results which took place in February 2023. The Chair explained
that changes to the audit process were to be trialled through the half year audit process, which
should make a positive difference to the audit process.
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In March 2023, we met with the Chairman of STV Plc (“STV”) to discuss the directors’
remuneration policy and the liability-driven investing (“LDI”) strategy being employed in the
company’s Defined Benefit pension fund. We had previously met with the company’s HR &
Communications Director in September 2022 to discuss our stance on the directors’ remuneration
policy. At STV’s previous two Annual General Meetings, Slater Investments voted against the
company’s remuneration policy due to the use of nil-cost options. To our disappointment, the
Board continues to propose the use of nil-cost options. We had also been pushing STV to engage
the pension trustees to abandon LDI since 2020 and significantly increased the pressure in 2021.
The company and trustees, unfortunately, maintained their LDI strategy at great cost to
shareholders. In late 2022, in the wake of the Truss Budget, we met with the Chief Financial
Officer to assess the damage. The company eventually provided a detailed response to our
questions about LDI exposure. It clarified, for the first time, that LDI was being carried out by a
segregated account rather than via a fund, which we had been told up until that moment. The
situation is highly unsatisfactory. Although we have heard the excuse that “everyone else was
doing it” too often, at least the Board now has a more complete understanding of its pension fund
exposures. The Chair had the decency to “take full responsibility” although it is not yet clear what
this means. While the executive team has done a superb job managing the business, the handling
of pension exposures has undermined their achievements. We remain convinced that the Board
would benefit from a new member who would not be blinded by actuarial science and would
insist on only agreeing to risks being taken that they fully understand. 

ESG Scoring 

The largest problem facing quantitative ESG ratings is the lack of accurate data. The majority of
Slater Investments’s investment universe is made up of small to mid-market capitalisation
companies where the availability of ESG data is even more limited. The ESG Committee has
helped ESG rating providers understand the nuances of collecting this information. Alongside
this, the ESG Committee has assisted investee companies in understanding how to engage with
ESG rating providers. 

A company’s ESG rating can present a material risk and is one Slater Investments continues to
monitor closely. The information generated by Refinitiv, Slater Investments’s ESG ratings
provider, is only the starting point for Slater Investments’s score and disclosure-related
engagement with investee companies. The Company takes these ratings and then carries out its
own analysis to understand if there is a shortfall in the underlying data and/or score, why this is
the case and if that shortfall is one of lack of disclosure or whether it presents a risk to the rating
of the company.
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When calculating an ESG rating, Slater Investments uses an aggregate score that includes
controversies, which are defined as information that is not reported and may indicate potential
ESG risks. These controversies could include toxic waste spills (environmental), human rights
violations (social), or inadequate internal controls (governance). The controversies are
incorporated in the ESG score by assigning a negative score to affected companies, which is
based on the severity and nature of the controversy and the companies’ responses to these issues.
This provides investors with a more comprehensive view of a company's ESG performance, as
controversies can have a significant impact on a company's reputation and financial performance.

Source: Refinitiv & Slater Investments

The chart above illustrates the distribution of the ESG rating of the Slater Growth Fund’s
portfolio companies as of 30th June 2023. ‘D’ rated companies are in the fourth quartile,
indicating poor relative ESG performance and insufficient transparency in reporting material ESG
data. ‘C’ rated companies are in the third quartile, with satisfactory relative ESG performance and
a moderate degree of material ESG data reporting. Companies rated ‘B’ are in the second quartile
and demonstrate good relative ESG performance and have above average transparency in
reporting material ESG data. ‘A’ rated companies are in the first quartile, which indicates
excellent relative ESG performance and a high degree of material ESG data reporting and
transparency.
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Enviromental, Social and Governance
(ESG) Report (Continued)

Slater Growth Fund

Report for the period to 30 June 2023

Based on the chart above, there have been some changes in the ESG ratings of the companies
between the December 2022 Annual Report and the June 2023 Interim Report. 

In terms of entities with no rating, the percentage decreased slightly from 24.2% in December
2022 to 21.9% in June 2023, indicating that a smaller proportion of entities lacked an ESG rating
during the interim period. 

The percentage of entities with a D rating decreased significantly from 8.1% in December 2022 to
1.6% in June 2023, suggesting a remarkable improvement in the ESG performance of these
entities. 

The proportion of entities with a C rating increased from 41.9% in December 2022 to 50.0% in
June 2023, indicating that a larger portion of entities fell into the average or moderate ESG risk
category during the interim period. 

Entities with a B rating increased slightly from 24.2% in December 2022 to 25.0% in June 2023,
suggesting a modest improvement in the ESG performance or practices of these entities. 

The percentage of entities with an A rating remained the same at 1.6% in both reports, indicating
that no changes occurred in the number of entities receiving the highest ESG rating during the
interim period. 

The ESG Committee continues to engage with companies regarding their ESG ratings and has
stressed in investee company meetings that time needs to be spent on ensuring published ESG
data is accurate. With more portfolio companies increasing and improving their disclosure,
coupled with engagement with ESG data providers, their scores will continue to improve. 

Small and mid-capitalised companies are currently overlooked, and therefore punished, because
ESG ratings agencies are generally focused on larger market capitalisation companies. This is the
driving factor in the number of Slater Investments’s investee companies currently not being rated
although there has been an improvement over the period.
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Enviromental, Social and Governance
(ESG) Report (Continued)

Slater Growth Fund

Report for the period to 30 June 2023

Voting

Exercising voting rights is the most powerful tool Slater Investments has. It is the most definitive
way in which Slater Investments can hold companies accountable. All proxy votes for investee
companies are assessed by the ESG Committee. The Company does not subscribe to, nor receive,
voting recommendations from third-party voting services, though does however listen to them
and consider their recommendations in instances where they engage with us. 

Slater Investments’s up-to-date Voting Policy can be found on the website, along with a full
archive of historic vote reports.

ESG Committee
Slater Investments Limited
August 2023

https://slaterinvestments.com/voting/
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Fund Information

Price and distribution record

Number of units in issue/Net asset value per unit

Slater Growth Fund
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Fund Information (Continued)

Synthetic risk and reward indicator

The risk and reward indicator above aims to provide you with an indication of the overall risk
and reward profile of the Fund. It is calculated based on the volatility of the Fund using weekly
historic returns over the last five years. If five years data is not available for a fund, the returns
of a representative portfolio are used. 

This Fund has been measured as 6 because it has experienced high volatility historically. 

Slater Growth Fund

Performance fees
Portfolio transaction costs, except in the case of an entry/exit charge paid by the Fund when
buying or selling units in another collective investment scheme. 

The ongoing charge figure is based on the annualised expenses for the period. This figure may vary
from period to period. It excludes:

Ongoing charges
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Fund Information (Continued)
Portfolio statement
as at 30 June 2023

Slater Growth Fund
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Fund Information (Continued)
Portfolio statement
as at 30 June 2023

Slater Growth Fund
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Fund Information (Continued)
Portfolio statement
as at 30 June 2023

Slater Growth Fund
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Fund Information (Continued)
Portfolio statement
as at 30 June 2023

Slater Growth Fund
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Portfolio transactions for the six months ended 30 June 2023

The investments of the Fund have been valued using bid market values ruling on international stock
exchanges at the respective markets close as at 30 June 2023, being the last valuation point of the
period. Market value is defined by the SORP as fair value which is generally the bid value of each
security. Where applicable, investments are valued to exclude accrued income. Where a stock is
unlisted or where there is an illiquid market, a valuation for this stock has been obtained from
market makers where possible while suspended stocks are normally valued at their suspension
price. However, where the AFM believes that these prices do not reflect a fair value, or where no
reliable price exists for a security, it is valued at a price which in the opinion of the AFM reflects a
fair and reasonable price for that investment.

Fund Information (Continued)
Portfolio statement
as at 30 June 2023

Slater Growth Fund
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Interim Financial Statements (Unaudited)
For the six months ended 30 June 2023

Statement of total return

Statement of changes in net assets attributable to unitholders

Slater Growth Fund
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Interim Financial Statements (Unaudited)
(Continued)
For the six months ended 30 June 2023

Balance sheet

Basis of preparation

The financial statements have been prepared in compliance with FRS102 and in accordance with
the Statement of Recommended Practice for UK Authorised Funds issued by The Investment
Association in May 2014.

The financial statements are prepared in sterling, which is the functional currency of the Fund.
Monetary amounts in these financial statements are rounded to the nearest pound.

The financial statements have been prepared on the historical cost convention, modified to include
the revaluation of investments and certain financial instruments at fair value.

Accounting policies

The accounting policies applied are consistent with those of the annual financial statements for
the year ended 31 December 2022 and are described in those annual financial statements.

Notes to the interim financial statements

Slater Growth Fund
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Appendix

SFDR Periodic Report

Product Name: Slater Growth Fund (the “Fund”) 

Legal Entity Identifier: 2138008CJ7VZLH94Q848

Does this product have a sustainable investment objective?

The investment product does not have a sustainable investment objective; however, it promoted
Environmental/Social (E/S) characteristics but did not make any sustainable investments. 

To what extent were the environmental and/or social characteristics promoted by this
financial product met?

This investment product effectively promotes Environmental and Social Characteristics by
methodically integrating ESG research into the Investment Manager's investment approach. The
primary aim of our ESG considerations is to preserve and enhance the value of our investments.
During the reporting period, Slater Investments identified material risks and opportunities for the
Fund’s investments, which were consistently evaluated. In addition, ESG reviews and sustainability
impact reviews were conducted for new companies entering the Fund throughout the reporting
period. Furthermore, we measure principal adverse impact indicators on a quarterly basis, which are
subject to oversight by the ESG Committee. 

The Fund also adheres to the environmental and social characteristics by assessing the extent to
which investee companies comply with relevant legislation and internationally recognised standards.
This process serves as a crucial aspect of the Investment Manager’s investment approach.

Slater Growth Fund
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Sustainability Indicators Details Metric

Companies which have set or committed to
Science Based Target % of AUM, excluding
cash  

Has the company set targets
or objectives to be achieved
on emission reduction? 

41.6%

UN Global Compact/Norms breach assessment  
Does the company violate
any of the UN Global
Compact Ten Principles

5*

Portfolio Weighted Average Refinitiv ESG
Rating excluding cash

52.4 (B-) 

Appendix

How did the sustainability indicators perform?

And compared to previous periods. 

What were the objectives of the sustainable investments that the financial product
partially made, and how did the sustainable investment contribute to such objectives? 

How did the sustainable investments that the financial product partially made not cause
significant harm to any environmental or social sustainable investment objective?

* Although five companies violated at least one of the UN Global Compact Ten Principles, these
violations did not pose a significant financial risk to the respective companies. However, such
violations have resulted in unnecessary reputational harm. Slater Investments continues to monitor
these companies.

There were no previous periods.   This is the first period the Fund is reporting.

The Investment Manager does not currently classify any investment as sustainable investments. 

Not applicable – see above. 

 

Slater Growth Fund
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Appendix
Slater Growth Fund

How did the sustainability indicators perform?

the PAIs are regularly monitored across the Fund on a quarterly basis. This monitoring data is
presented and discussed in Slater Investments’s ESG Committee
incorporating PAI data into engagement with investee companies
evaluating PAIs of new investment in the Fund as part of wider ESG research of companies 

How did this financial product consider principal adverse impacts (“PAIs”) on sustainability
factors?

Slater Investments considers PAIs on sustainability factors on behalf of the Fund by:
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Appendix
Slater Growth Fund
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Appendix
Slater Growth Fund
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Appendix

What were the top investments of this financial product?

What was the asset allocation?

What was the proportion of sustainability-related investments?
Source: Slater Investments

Slater Growth Fund
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Did the financial product invest in fossil gas and/or nuclear energy related activities
complying with the EU Taxonomy 

What was the share of investments made in transitional and enabling activities 

How did the percentage of investments that were aligned with the EU Taxonomy compare
with previous reference periods 

To what extent were the sustainable investments with an environmental objective aligned with
the EU Taxonomy?

Not applicable. The Fund does not commit to making a minimum proportion of sustainable
investments with an environmental objective aligned with the EU Taxonomy.

Not applicable. The Fund does not commit to making a minimum proportion of investments in
transitional and enabling activities. 

Not Applicable. There were no previous periods.  This is the first period the Fund is reporting.

What was the share of sustainable investments with an environmental objective not aligned
with the EU Taxonomy

The share of sustainable investments with an environmental objective that were not aligned with the
EU Taxonomy was 100%. These investments may be aligned with the EU Taxonomy, but the
Investment Manager is not currently in a position to specify the exact proportion of the financial
product’s underlying investments as calculated according to the EU Taxonomy. However, the
position will be kept under review as the underlying rules are finalised and the availability of
reliable data increases over time.

Appendix

In which economic sector were the investments made? 

Investments are made in various economic sectors. The top five sub-industry as of 30th June 2023
are shown in the table below:

Source: Slater Investments

Slater Growth Fund
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Appendix

ESG is integrated in the Investment Process 
Adherance to good governance 

How does the reference benchmark differ from a broad market index?

How did this financial product perform with regard to the sustainability indicators to
determine the alignment of the reference benchmark with the environmental or social
characteristics promoted?

How did this financial product perform compared with the reference benchmark? 

How did this financial product perform compared with the broad market index?

What was the share of socially sustainable investments? 

Not applicable. None of the investments are currently classified as socially sustainable investments. 

What investments were included under “other”, what was their purpose and were there any
minimum environmental or social safeguards?

Cash is included under “#2 Other”. 

What action has been taken to meet the environmental and/or social characteristics during the
reference period 

As mentioned in our response to “To what extent were the environmental and/or social
characteristics promoted by this financial product met?”, the Fund promoted environmental and
social characteristics during the reference period under review:

How did the financial product perform compared to the reference benchmark 

No reference benchmark has been used for the Slater Income Fund for the purpose of attaining E/S
characteristics.

 Not applicable. 

 Not applicable. 

 Not applicable.

 Not applicable. 

Slater Growth Fund
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