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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.

Ralph Baber
Director

Mark Slater
Director

SLATER INVESTMENTS LIMITED 
Date: 26 August 2022

Slater Growth Fund

https://www.slaterinvestments.com/value-assessment-report/
https://www.slaterinvestments.com/value-assessment-report/
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Performance Six Months 1 Year 3 Years 5 Years Since
Launch*

Slater Growth
Fund P unit class

 
  -20.52%

  

 
  -14.89%

  

 
  +32.18%

  

 
  +49.13%

  

 
  +626.44%

  

Investment
Association (IA)

OE UK All
Companies

 
  -12.86%

  

 
  -8.58%

  

 
  +3.60%

  

 
  +10.71%

  

 
  +176.81%

  

*A unit class launched 30 March 2005

Market Commentary

This year has so far been the worst on record for the United Kingdom (UK) mid-cap index. Long overdue
tightening by central banks has coincided with all the disruptions of a major war and the aftermath of the
pandemic. Resource stocks were a refuge early in the year but even they started to totter as commodity prices
began to plunge as recession fears grew. Even when China stumbles out of lockdown, Beijing seems determined
to curb the role of construction as an engine of growth. This has big implications for the miners, though copper
does look well placed in the medium term as electrification gathers pace. President Biden cancelled drilling
permits and pipelines on his first day in office. Now he urges oil and gas companies to raise production. The UK
government has been forced into a similar, typically undignified, about turn. As with the central banks, better late
than never. Wars do come to an end eventually.   

Major Contributors  

Serco rose +29% and contributed +1.21%. On 26 May 2022 the company delighted investors with an unscheduled
trading update. The market had been expecting a sharp fall in profits this year after the ending of UK Test &
Trace. Instead, it indicated that the underlying trading profit in the first half of 2022 would be £215 million rather
than £195 million, and therefore very close to last time’s £229 million. The boom in illegal immigration across the
English Channel plugged £100 million of the £220 million reduction in Test & Trace revenues. Other new
projects will leave the net fall in UK & Europe revenue at about £50 million. Serco has a big slice of the business
of housing the migrants. In the United States (US) and the UK it has gained the status of chief problem-handler
when government faces a sudden problem which means hiring and deploying large teams of people for crisis
management. The crises keep coming and therefore the red phone keeps flashing at Serco headquarters. 
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Brewin Dolphin contributed +0.59% and rose +38%
following a recommended bid from RBC Wealth
management on 31 March 2022 which valued it at £1.6
billion. We were sorry to see it go but this was at a 62%
premium and took the forward price-to-earnings (PE) ratio
above 20 times.   

Major Detractors

Vet operator CVS detracted by -0.54% and it fell -26%. Interims to December 2021 reported adjusted earnings
per share (EPS) up 25%. This was obviously excellent but had already been reflected in the 150% rise in the
share price between July 2020 and last December (2021). The Competition and Markets Authority has also taken
a tough line on acquisitions, forcing CVS to sell some parts of a small vet chain it acquired to stop it gaining a
dominant local position. The consolidators will have to learn to cope with this more robust oversight. The
forward multiple was 20 at 30 June 2022. 

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.
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Reach, the newspaper and website company, lost -64% and
detracted by -0.63%. The results on 1 March 2022 showed
adjusted EPS for 2021 of 36.5p, up 9%. The guidance was
calm with digital revenue growth balancing the decline of
print, though with newsprint costs rising sharply. The
outlook darkened with an annual general meeting update on
5 May 2022 which confirmed ‘broadly flat’ revenues but
with the Ukraine war impacting digital advertising margins.
Companies do not want to be marketed alongside pictures
of misery and rubble. Meantime newsprint inflation was
continuing. Consensus EPS for 2022 started the year at 37p
but fell below 33p after this statement. Recession is never
great for advertising but the company is steadily improving
the targeting of its digital ads, allowing it to charge better
rates. Reach closed the quarter on a forward PE of 3 and a
yield of 7.4%. 

Marlowe detracted by -0.63%. The shares peaked at 1,059p in January 2022 but closed at 750p, falling -26%
during the period. In January 2022 the company raised £131 million at 1,000p to fund the purchase of Optima
Health. This is a leading provider of medical services to employers. This and other acquisitions decisively moved
the weighting of the group towards white collar and software activities, which are growing faster than the blue
collar fire safety and inspection businesses. Both sides of Marlowe look extremely recession-resilient with 85%
of revenues recurring and with automatic inflation uplifts written into half the contracts. Only 10% are at fixed
price over the typical three-to-five-year term. Pay rises in 2022 have been a moderate 3%-4%, the company told
us. With shares well below the last raise, further equity issues are unlikely. This means dealmaking will be less
frenetic and investors may welcome a period of relative calm. The numbers are also heavily adjusted because of
so much mergers and acquisitions (M&A) activity. They are likely to be cleaner going forward. 

Randall & Quilter (R&Q), the insurance company, detracted by -0.77% and the shares fell -39% to close at
107p. This was no ordinary market-related move as it followed an attempted but then abandoned takeover at 175p
by Brickell, R&Q’s largest shareholder. This in turn spurred a $125 million rescue fundraising at 105p,
announced in June 2022, which we helped engineer and fully supported. On 1 April 2022, R&Q surprised
investors by announcing it needed to raise $100 million and was recommending effectively a rescue from
Brickell. The ‘offer’ was more an IoU than firm cash and leading shareholders were astonished not to have been
approached about the funding requirement. Brickell withdrew its offer on 25 May 2022 citing a breach by R&Q.
We remain confident of the prospects for the company, particularly the Program Management business which
continues to grow strongly. The episode underlines the need for companies to incorporate all the rules of the
Takeover Panel in their articles.
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Prudential has spent several years shedding its operations in Europe and the US, leaving it focused on Hong
Kong and China. We supported this move but with hindsight the timing was not ideal. The pandemic and political
crackdowns have hurt Hong Kong, while the uncertain state of the property market looms over China. Results for
2021 were pleasing despite all that. Adjusted operating profit rose 17% and new business grew 15%. Excluding
the demerged US business, embedded value per share was $17.25, up from $16.07. Embedded value remains the
best guide to underlying value. Profits in China grew 37% but were only 8% of the total versus 24% from Hong
Kong, which grew 9%. Other territories reported 7% growth. The growing affluence of Asia remains a huge
driver though Hong Kong does seem likely to be eclipsed by Singapore, where Prudential is also strong. In May
2022, the company hired Anil Wadhwani to be group Chief Executive. He had been running ManuLife’s
operations in Asia. He will be based in Hong Kong. Prudential fell -20% in the half year and detracted by -0.80%.

JTC, the fund administrator, detracted by -0.82% and it fell -36%. Results for 2021 showed adjusted underlying
EPS up 17% on revenues up 28%. Although the fees are for services and not directly tied to assets under
administration, the overall state of investment markets does have an impact. The company has been expanding
heavily into the US, having to pay the higher prices which apply in that market. JTC used to specialise in buying
smaller ‘broken wing’ operations at low prices and then sorting them out. It may have become too big for those to
make an impact. Last year the company gave £20 million of its shares to staff. It expects to average 1% per year
from now on to maintain its industry-leading staff retention.
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Kape Technologies is another star performer which ran into heavy profit-taking. It fell by -27% and detracted by
-0.97%. The results for 2021 were more than pleasing, with adjusted earnings before interest, tax, depreciation
and amortisation soaring from $39 million to $86 million, boosted by the mid-year acquisition of ExpressVPN.
This doubled the subscriber base to over 6 million. The company is confident of reaching 7 million quickly and
without needing further M&A. Investors have seen Kape Technologies as a winner from Covid and punished it
accordingly. So far there are no signs of people cancelling their subscriptions, which typically only cost a few
dollars per month. 

DotDigital (DotD) lost -65% and detracted by -1.07%.
Was there an almighty warning? Not really. The shares
began to surge when the pandemic struck, climbing from
71p in March 2020 to 291p by last September (2021).
The company won business sending out SMS messages
for the NHS but these were low margin. DotD was seen
as a winner from the rise in online sales by retailers.
EPS rose 71% between fiscal year (FY) June 2017 and
FY 2021, but the shares rose three times as fast. In
March 2022 the company reported a 12% rise to 2.3p in
adjusted EPS in the December 2021 half year. Some US
sales staff had left, denting growth there. They have
been replaced by a new team. The company has around
net £40 million cash, worth 20% of its market value. 

Next Fifteen Communications (NFC) tumbled -33%
and detracted by -1.20%. Always acquisitive, the
decision on 20 May 2022 to join the bidding for M&C
Saatchi did the damage, triggering a 25% fall versus
other mid-caps. That £310 million offer was mainly in
NFC’s shares and its value quickly melted as its price
fell. With central banks tightening and inflation surging,
the pursuit of M&A on generous terms was badly
received. 
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Devolver Digital fell -71% and detracted by a painful -1.27%. These woes were self-inflicted. On 13 June 2022
the company warned that sales had been slower than expected, with Shadow Warrior 3 failing to make an impact.
The company blames its partner, Sony, for launching the title at the same time as a rival title which took the
market by storm. Devolver’s management were chastened by this rare but glaring setback. Fortunately there is
solid ground here. Over 60% of revenues come from the back catalogue, which continues to grow strongly. Net
cash is worth a quarter of the share price and the company expects better luck with titles later this year, saying
quality will have improved now design teams can again meet in person. Meantime the shares remain firmly in the
doghouse. The ex-cash forward multiple is around 10 times. 

Liontrust Asset Management took a fearful drubbing
from investors, shedding -58% to close at 913p and
detracting by -1.28%. Fund managers’ shares are
naturally geared to movements in the market because
their income is tied to assets under management (AuM).
Even so, the net outflow in the first quarter was a paltry
£0.4 billion, leaving total AuM at £33.5 billion on 31
March 2022. The purchase of Majedie in April 2022
immediately added £5.2 billion. A further factor may be
the waning enthusiasm for sustainable investment, a
sector where Liontrust has been a leader, with £13.2
billion under management. Fashions come and go but
we see the company’s key attraction is its record of
boosting performance at the managers it acquires,
particularly with more efficient marketing. The company
reported a 59% rise in adjusted EPS in the year to March
2022 but forecasts this year sees earnings being flat at
best. The 72p dividend should help steady the shares. 

Hutchmed (China) fell -62% in the UK and -64% on Nasdaq, detracting by a combined -1.31%. Grim as this
looks, the shares did actually rally in June 2022 to close 44% above their low point in May 2022. This half year
brought a plague of frogs for the company. Firstly, the US authorities announced they would expel it from
Nasdaq next January (2023). This was due to China’s refusal to give the Securities and Exchange Commission
the right to review audits carried out on Chinese companies listed in the US. The belated tightening by the
Federal Reserve was also bad news for all unprofitable biotechs as it dented their net present values. In March
2022, veteran Chief Executive Christian Hogg announced his immediate retirement and return to the UK,
triggering a sharp fall. Finally, in May 2022, the US Food and Drug Administration (FDA) rejected surufatinib as
a cancer treatment without a full trial of western patients. Hutchmed had hoped a small bridging study from its
Chinese trials would be enough. Rejections by the FDA on grounds like this are not uncommon and should not be
seen in a sinister light.
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Media company Future fell -55%, detracting by -4.43%. The treatment looks beyond harsh considering that
consensus earnings for the year to September 2022 have actually risen by 10% and the forward multiple closed
the half year at 11.5, falling to 10.7. Investors are concerned that consumers will stop buying gadgets as inflation
eats into their Covid savings. There is also some unease about Future’s move into the financials vertical, led by
its £594 million purchase in 2021 of GoCo, the price comparison website. Truthfully GoCo was probably not its
finest deal, but Chief Executive Zillah Byng-Thorne insists it brings good capabilities and helps build a broader
platform. We agree there are uncertainties about consumer behaviour but see the price fall as a massive
overreaction.

Purchases and Sales

Two companies left the portfolio during the period, with Clinigen and Clipper Logistics completing their
respective takeovers.

Two new holdings joined the portfolio: CentralNic was purchased and shares in GXO Logistics were received
on the completion of its takeover of Clipper Logistics. We added to Alliance Pharma, Arbuthnot Banking,
Breedon, Brewin Dolphin, Fintel, Foresight Group, Future, Hollywood Bowl, James Fisher & Sons, Kape
Technologies, Marlowe, NCC, Next Fifteen Communications, Premier Miton, Prudential, Rathbones,
Reach, Serco, SigmaRoc, Ten Entertainment, Tesco, Trifast and TT Electronics.

Randall & Quilter was both trimmed and added to.

Outlook 

There are many unknowns because markets have not had to absorb at the very same time a massive tightening by
central banks and a major war before. The run-up to recession is invariably painful for investors but equities
usually perform well once the pain has moved to the high street from the trading floors. We are now daily seeing
much more compelling value opportunities. It is the most difficult times which bring the greatest bargains.

Slater Investments Limited.
August 2022
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We are proud to have been listed as a successful signatory to the Financial Reporting Council’s 2020 UK
Stewardship Code in September 2021, being included in the first cohort of those accredited. The Code sets high
stewardship standards for those investing money on behalf of UK savers and pensioners, and those that support
them. We have recently published our 2021 Stewardship Report, constituting our second statement of compliance,
which can be found on our website. Slater Investments is also a voluntary signatory to the UN supported Principles
for Responsible Investment, a commitment to responsible investment, that places Slater Investments at the heart of
a global community seeking to build a more sustainable financial system.

The ESG Committee works closely with our Investment Committee to ensure stewardship in our investment
process. ESG risks that may emerge which might threaten the price earnings ratio or earnings growth prospects of
our investee companies are the ESG Committee’s main focus. The ESG Committee regularly works with investee
companies, offering advice as to how they can improve their ESG practices.

Engagement

We do not invest in a company with the view to engaging; in an ideal situation we aim to buy into a high-quality
business and monitor it. This ongoing monitoring of investee companies is as important as the initial investment
decision itself. Sometimes shareholder engagement can help to support good corporate governance. This is
important not only because it enhances shareholder interests directly, but also owing to the wider benefits it can
have from an ESG perspective. 

During the six months to June 2022, our Investment and ESG Committees met with representatives from companies
on 218 occasions. We classed 76 of these interactions as engagement, broken down as follows:

Source: Slater Investments

https://www.frc.org.uk/investors/uk-stewardship-code/uk-stewardship-code-signatories
https://www.frc.org.uk/investors/uk-stewardship-code
https://secureservercdn.net/160.153.138.163/l72.8cd.myftpupload.com/wp-content/uploads/2022/05/2021-Stewardship-Report-HD.pdf
https://www.unpri.org/signatory-directory/slater-investments-limited/4820.article
https://www.unpri.org/


11

Enviromental, Social and Governance
(ESG) Report (Continued)
Report for the period to 30 June 2022

Slater Growth Fund

Our engagements are listed below:

Our headline activity during the period was to lead collaborative engagement with other shareholders to prevent a
recommended cash acquisition of R&Q Insurance Holdings Ltd (“RQIH”)., which we were successful in doing. We
believed that fundamentally this was a good business, and the offer did not represent good value for shareholders.
Prior to the event we were impressed with management but feel that they have let themselves down over the course
of this process. We felt similarly when, as part of our thematic ESG engagement and ongoing monitoring, we met
with RQIH’s Senior Independent Director in the third quarter of 2021 to discuss the business from the viewpoint of
his role as the Chair of the Audit Committee. As for the terms of the acquisition itself, the company was
significantly undervalued on a sum of its parts basis so we were not surprised that a private equity style approach
was made. However, the Board should have been more robust. The bid was not backed by cash but the parties
adopted an approach more consistent with US market practice which relied on contractual protection not of the
format seen under the Takeover Code and we were surprised so many other institutional investors could not grasp
this.

In the first quarter of 2022 Brewin Dolphin Holdings plc (“Brewin”) announced a recommended all cash offer
received from RBC Wealth Management (Jersey) Holdings Limited by way of a scheme of arrangement. We did
not believe that the 515p per share offer reflected the true value of the company and made our view clear to
Brewin’s Board. We engaged with both the company and other shareholders to that extent. However, despite our
efforts the scheme of arrangement was approved in both a General Meeting and a Court Meeting on 23 May 2022.

In March 2022 we met with the Board of Serco Group plc and were very pleased with the proactive nature of their
shareholder engagement. Through no fault of its own, parts of the company are exposed to certain sectors that are
typically excluded by Sustainable Finance Disclosure Regulation (“SFDR”) Article 9 ESG investors. The executive
team have long known this and adapted their strategy and reporting accordingly. We remain impressed by the level
of governance demonstrated by the executive team. The use of nil-cost options in their remuneration policy remains
a sticking point, and we have engaged further with the Chair of the Remuneration Committee on this matter.

Engagement with company Boards concerning executive remuneration, as always, features heavily in our work
over the course of the period. At Future plc’s latest Annual General Meeting, 55% of the votes received were
against the remuneration report. This report was based on a policy we engaged heavily with before its
implementation and do not believe that the initial vision has materialised. The Chair of the Remuneration
Committee engaged with us ahead of designing a new remuneration policy, which will come into effect at the end
of the current policy’s life. We found our discussions productive and, at this early stage, are pleased with how the
policy is taking shape. Similarly, newly listed Lords Group Trading plc, which is not held in the Slater Growth
Fund, updated their key executive remuneration policy during the period. We are one of the largest shareholders
and were consulted on the matter. We were pleased to see the proposal was cognisant of previous conversations
surrounding the use of nil-cost options.

In February 2022 we successfully engaged with the Chairman of Elixirr International plc where we raised our
concerns in respect of succession planning within the company.
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ESG Scoring

The largest problem facing quantitative ESG ratings is the lack of accurate data. The majority of our investment
universe is made up of small to mid-market capitalisation companies where the availability of ESG data is even
more limited. We have helped ESG ratings providers understand the nuances of collecting this information.
Alongside this, we have assisted some of the companies we own in how to engage with ESG rating providers. It is a
great credit to our efforts that the scoring by ESG ratings providers of our underlying investee companies have
improved. Our quantitative ESG scores are provided by Refinitiv.

The chart above illustrates the distribution of the ESG ratings of our portfolio companies as at 30 June 2022 (30
December 2021: NR=17%, D=12%, C=43%, B=23% and A=5%). ‘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.

The Portfolio changes in the period have caused a light increase in the level of non-rated companies at the expense
of the quantity in the ‘B’ band. As more of our portfolio companies increase their disclosure, coupled with
engagement with ESG data providers, their scores will improve. Small and mid-capitalised companies are currently
overlooked, and therefore punished, by the more large-cap focus of ESG ratings agencies; resulting in a significant
portion of our investee companies currently not being rated.

We use the information generated by our ESG ratings provider as a starting point to engage with companies we
own. We then carry out our own analysis to understand if there is a shortfall in the data and/or score, why this is the
case and if that shortfall is one of disclosure or whether it presents a risk to the rating. We have stressed in investee
company meetings that time needs to be spent on making sure that data is accurate.

Source: Refinitiv & Slater Investments
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Voting

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

Our up-to-date Voting Policy can be found on our website, along with a complete archive of our voting history.

Slater Investments ESG
August 2022

Slater Growth Fund

https://slaterinvestments.com/wp-content/uploads/2021/09/Voting-Policy-August-21.pdf
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Price and distribution record

Number of units in issue/Net asset value per unit
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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:
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Fund Information (Continuation)

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
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Portfolio statement
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Portfolio transactions for the six months ended 30 June 2022

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 2022, 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 (Continuation)
Portfolio statement
as at 30 June 2022

Slater Growth Fund
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Interim Financial Statements (Unaudited)
For the six months ended 30 June 2022

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 2022

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 2021 and are described in those annual financial statements.

Notes to the interim financial statements

Slater Growth Fund
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