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Headline economic data continue to read positively and help 
explain why equity markets remain relatively resilient. Global 
PMIs remained in expansionary territory in March and sit at 
their highest point in almost six years.  That said, the wave of 
investor euphoria that ushered in Donald Trump’s Presidency 
has subsided and there is now a more balanced appraisal of 
the influence he can exert on the US economy.  Post-election 
bullish forecasts of 4% US GDP growth are simply unattainable, 
principally because of structural impediments. Tax cuts, the 
obvious means of sparking short term growth, have yet to be 
fully costed and a sceptical Republican Congress yet to be 
persuaded of their merits. In summary, the proposals encompass 
a pledge to cut the headline rate of corporation tax to 15% from 
the current 35%, a one-off levy on overseas earnings and a 
simplification of tax brackets for individuals. Given the rebuttal 
by Congress of the healthcare reform proposals, investor 
scepticism over the workability of the package is heightened. 
The most obvious doubts surround how it is to be funded. A 
protracted period of negotiation beckons, with the likelihood 
of an outcome closer to a fiscally neutral package with lower 
stimulus potential than is currently factored into risk assets. 

UK retail sales figures indicate that consumer spending is 
slowing and is consistent with our sense that the consumer 
will have less, but not zero, appetite to spend more over the 
course of 2017. Currently, measures of consumer confidence 
remain above their long term average readings.  Inflation is the 
factor weighing on the consumer. However, these pressures 
are mitigated by the high levels of employment, low borrowing 
costs and the boost to exporters from lower Sterling. Likewise 
we expect the Bank of England to look through the current 
spike in inflation and maintain its accommodative monetary 
policy. Therefore, policymakers have responded to concerns 
over recent increases in unsecured lending through the 
macroprudential toolkit rather than by raising rates.  

The portfolio remained fully invested through April.

O V E R V I E W

K E Y  F E AT U R E S

F A C T S H E E T

T R A F F I C  L I G H T S

HISTORIC EARNINGS VALUE

EQUITY VS BOND VALUE

EARNINGS REVISIONS

APPETITE FOR NEW EQUITY

SHARE PRICE MOMENTUM

PERFORMANCE 1 Month 3 Months 1 Year 3 Years 5 Years Since 
Launch

Benchmark 
Since Launch

Founder Class 0.8% 6.5% 12.3% 14.0% 79.9% 129.7% 108.3%

Retail Class  0.7% 6.4% 11.9%  13.1% 77.3%

Corporate Class  0.7%  6.5% 12.8%  15.7%

Benchmark  -0.4%  4.0%  20.1%  21.8%  58.6%

FUND SIZE £66M

SHARE PRICE Founder Class 187.8p

Retail Class 183.8p

Corporate Class 189.1p

ISIN Founder Class GB00B3BSKJ23

Retail Class GB00B3BSKK38

Corporate Class GB00B8350522

ONGOING Founder Class 1.30% (1.25% AMC)

CHARGES Retail Class 1.55% (1.50% AMC)

Corporate Class 0.80% (0.75% AMC)

STRUCTURE UCITS IV ICVC

DEALING TIME 12pm every business day

TELEPHONE 0141 222 1150

PLATFORMS EMX Pershing

Standard Life AJ Bell

Transact Axa Elevate

Nucleus CoFunds

The traffic lights have not 
moved over the month.  We 
remain in a Bull Phase.



The one significant disappointment during the month was 
Imagination Technologies, which lost its contract to supply 
Apple with graphic processor chips based on Imagination’s 
IP.  This is a material change in Imagination’s revenue 
base and calls into question its viability as an independent 
company. We are assessing whether we wish to remain 
invested.

Servelec’s results were in line with lowered expectations 
from earlier in 2016.  There was a material improvement 
in second half trading and, by the year end, its order book 
was 15% higher. Its dividend was increased by 10%. The 
outlook for social care is strong, with continuing growth in 
community/mental health and child health projects offset 
by fewer new orders in acute care. Some Automation spend 
is still subject to fluctuations in the oil price, but customers 
are now willing to implement efficiency driven projects. A 
stronger 2017 should allow Servelec to re-rate.  

Smiths Group’s interims made good reading, with 8% 
operating profit growth and a 150 basis point expansion 
in operating margin to 17.1%. Importantly, cash conversion/
generation was much improved and disposal proceeds 
from the sale of non-core activities have left its balance 
sheet in much better shape. There are opportunities for 
management to implement further improvements in 
working capital performance, which in turn should allow 
Smiths’ cash conversion to move to a significantly higher 
range. The next plank in Smiths’ development is a return to 
consistent revenue growth, something which management 
believe they can achieve through more targeted R&D 
spend.  

W H AT  S H O U L D  I  B E  W O R R Y I N G  A B O U T ?

Our most recent quarterly wise man meeting served as 
a reminder of the risks associated with China. Much like 
the developed world in the lead up to the financial crash, 
Chinese economic data read well but behind the scenes 
there are clear warning signs. 

Investors are rightly quizzical over Chinese official data 
releases but whatever the starting point for growth, recent 
economic activity has been increasing at a more than 
acceptable rate. The concerning factor is the means by 
which this increase has been achieved. For this expansion 
to continue, the authorities must maintain their complicity 
in bank balance sheet sleight of hand.  To date, Chinese   

banks have been able to swap a sizeable amount of local 
government loans (think poor quality assets) for government 
bonds, thus freeing up their balance sheets to enable the 
ongoing credit growth to maintain economic momentum.  
Given the speed with which banks have grown their balance 
sheets, they are increasingly relying on short term wholesale 
sources of funding, which is at odds with the PBOC’s efforts to 
stem capital outflows. Corrective action on capital flows by the 
PBOC has driven up the cost of wholesale funding for banks. 
Given the likelihood that recent lending is fuelling property 
speculation or expensive motor cars, recent precedents from 
the developed world do not suggest a happy ending.  

W H AT  D O E S  T H E  P O R T F O L I O  L O O K  L I K E ?
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C O M PA N Y  N E W S

TOP 20 HOLDINGS MARKET SECTOR %

Morgan Adv Materials Electronic & Electricals 4.7

First Group Transport 4.7

Senior Aerospace & Defence 4.6

Hilton Food Group Food Producers 4.6

Spirent Communications IT Hardware 4.4

Bellway Construction 4.3

Bovis Homes Construction 4.2

Sage Group Software & Comp Serv. 4.2

Keller Group Construction 4.2

Travis Perkins Construction 4.2

TOTAL FOR TOP 10 44.1

Lloyds Banking Group Banks 4.2

Jupiter Fund Management Speciality Fins 4.1

Diageo Beverages 4.1

GKN Automobiles & Parts 4.0

Legal & General Life Assurance 3.9

Servelec Software & Comp Serv. 3.9

Restaurant Group Leisure 3.8

Standard Life Life Assurance 3.8

Sky Media 3.8

Consort Medical Healthcare 3.7

TOTAL FOR TOP 20 83.4

Other Equity Holdings 15.2

Bonds and net Liquidity 1.4



The S&W Revera UK Dynamic Fund:

Is designed as a UK Special Situations Fund, that has the 
capacity to invest in the UK equity market wherever the 
fund managers believe the best return can be made.

Is a focused fund, with a target of 25 holdings. The 
fund managers believe that holding a smaller number 
of investments increases the time they can devote to 
monitoring each of them.

Has a roughly even exposure to all of its investments, as the 
fund managers believe that this is more likely to achieve a 
better balance of risk and performance contribution. 

May at times have a higher than average exposure to small 
and medium sized companies, to utilise the fund managers’ 
experience in this area. 

W H AT  A R E  T H E  K E Y  F E AT U R E S ?

Revera is a fundamental investor. We typically invest in 
businesses where: 

We are confident in the business’s ability to generate 
attractive and increasing levels of cash. 

Where we are confident that the business model is 
sustainable. 

Where we see scope for cash generation to drive dividend 
payments or other returns to shareholders.

Where we expect the compounding up of earnings to drive 
the increases in value.

Revera is also aware of the prevailing market environment, 
and uses its own “traffic light” framework to assess the 
overall risk to investing in the UK equity market at any point 
in time. This framework assesses valuation and momentum 
within their historic ranges, and the emergence of “red 
lights” suggests a heightened risk to capital by investing in 
the UK equity market at the point in time. 

H O W  D O  W E  S E L E C T  I N V E S TM E N T S ?

Revera Asset Management Ltd is a UK equity boutique, 
based in Edinburgh.
Founded in 2003, Revera has focused its business on 
delivering investment funds backed by extensive due 
diligence and using independent judgement. Revera invests 
in businesses where the fund managers think they will make 
money - not because of benchmarks or because other people 
think it is a good idea.
Revera’s business has also been built on high levels of 
engagement with investors and transparency over what 
we invest in, and why we have done it. This fosters trust 
between Revera and its clients, and has helped Revera grow 
with a low turnover of clients.
The portfolio is managed by Stephen Grant and Glen 
Nimmo, who have worked as part of the same team for 21 
out of the last 23 years.
Stephen Grant has 33 years’ experience in the UK equity 
market, with Scottish Mutual, Scottish Amicable and 
Ivory & Sime plc, where he picked up industry awards for 
performance in 2005 and 2006. Stephen has been with 
Revera since 2006, and joined its Board in 2007. He adds 
long experience in the capital goods sectors to the research 
expertise in Revera.
Glen Nimmo has over 23 years’ experience investing in UK 
equities, and was a founder of Revera in 2003. He is also 
the company’s Chief Executive. He has a background in 
food manufacturing, and brings that perspective to many of 
Revera’s investment discussions. He is a long time analyst of 
the housebuilding and healthcare sectors.

W H AT  I S  R E V E R A?
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S TAT U T O R Y  P E R F O R M A N C E  P R E S E N TAT I O N

Please remember that past performance is not a guide to future returns.

This fund is designed as a medium to long-term 
investment, for example, at least five years.

The value of this investment is not guaranteed and 
can go down as well as up. Investors may not get back 
capital originally invested.

There is no guarantee the investment objective of this 
fund will be met.

R I S K  FA C T O R S

Revera is authorised and regulated by the Financial Conduct Authority (FCA). Revera’s registered office is at 8a Rutland Square, Edinburgh EH1 
2AS. S&W Revera UK Dynamic Fund is a sub-fund of S&W Revera Fund, which is an open-ended investment company with variable capital 
(ICVC) incorporated in England & Wales, with registration number ICOOO692 and authorised by the FCA with effect from 12 August 2008.
The information in this factsheet does not constitute an offer or invitation for the sale or purchase of any units or shares in S&W Revera 
UK Dynamic Fund, in any jurisdiction, is not intended to form the basis of any investment decision and does not constitute or contain any 
recommendation by Revera, its shareholders, directors, employees, agents or advisers.
No representation or warranty (expressed or implied) is given as to, the adequacy, accuracy or completeness of the information and opinions 
contained in the factsheet materials.
The information in this factsheet is intended only for those who are considered, or would reasonably be considered, professional customers or 
eligible counterparties as defined by the Markets in Financial Instruments Directive (MiFID), and are ordinarily resident in the United Kingdom. 
Any person who is unsure of their likely client classification must seek independent financial advice before acting on any information contained 
in this factsheet. Persons resident in countries other than the UK should consult their professional adviser as to whether they require any 
governmental or other consents in order to enable them to invest in any product or service described in this factsheet.
It is a condition of receipt of this factsheet that it must not be distributed onwards to a third party.
Unless expressly stated otherwise, the source of all factual information is Revera.
Any prospective investor is recommended to seek his/her own independent legal, tax and financial advice. The value of any investment in S&W 
Revera UK Dynamic Fund will not be guaranteed, and an investor may not get back all the money he/she invested.

This fund is likely to be more concentrated than other 
funds and may be more volatile than other funds.

There will be times when this fund’s performance will 
be unlike that of any stock market index. This may, or 
may not, be advantageous to investors.

Before making an investment you should ensure 
that you have read and understood the Key Investor 
Information Document and the Prospectus. A copy 
of the Prospectus and Key Investor Information 
Document for the fund is available directly from our 
website at www.reverafunds.com
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31 Mar 2016-
31 Mar 2017

31 Mar 2015 - 
31 Mar 2016

31 Mar 2014 -
31 Mar 2015

31 Mar 2013 -
31 Mar 2014

31 Mar 2012 -
31 Mar 2013

Founder Class 10.2% 0.9% -0.3% 30.7% 23.7%

Retail Class 9.9% 0.6% -0.6% 30.3% 23.4%

Corporate Class 10.7% 1.4% 0.2%


