
Fundamentals with Russ Mould
Hello, I’m Russ Mould, AJ Bell’s Investment Director, and welcome to the latest edition of Fundamentals, where I’ll 
be looking at the ninth-best selling fund on the AJ Bell Investcentre platform at the moment, namely JOHCM UK 
Dynamic.
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The £334 million fund seeks to provide advisers and clients with long-term capital growth and it does so by investing 
predominantly in UK shares, be they listed on the Main Market or quoted on the junior AIM market of the London Stock 
Exchange.

Having met fund manager Alex Savvides before, I also know exactly what he particularly looks for – namely stocks that have 
fallen out of favour, recovery and special situation stories with a quality overlay. He’ll seek out underperforming or misfi ring 
stocks where there is a potential catalyst for improvement – especially management change – while the quality overlay comes 
from whether the company has enough cash to both pay a dividend and invest in its business.

That focus on dividends does mean the fund offers a 4.6% yield as I sit here, which may also catch the eye of income-hunters, 
although this seems to be the result of where Savvides thinks the best opportunities lie today, within the UK market – namely 
the FTSE 100. Nine of his top ten picks come from the headline index, with Shell, BP, GlaxoSmithKline, HSBC and Vodafone 
forming the top fi ve. They are all stocks that come with a plump yield. The outlier in the top 10 is FTSE 250 defence stock 
QinetiQ.

By sector, JOHCM UK Dynamic is most exposed to Financial Services, Energy and Industrials, as this chart shows. Key 
underweights look to be utilities and also consumer cyclicals like retailers, leisure and media stocks.
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This version of the fund comes with Accumulation units so the income generated is reinvested on a semi-annual basis and the 
ongoing charge fi gure is 0.73%.

So, those are the mechanics. The question is why advisers and clients are buying right now, and I think there are three possible 
explanations:

• First, it’s possible that some advisers and clients have wanted to go bargain hunting amid the volatility caused by the 
UK’s decision to vote to ‘Leave’ the EU on 23 June. Savvides’ mandate is to go looking for underappreciated, underloved, 
undervalued stocks so his fund is one way of going about this.

• Second, that 4.6% is likely to attract the attention of those clients seeking income – the fund does come with income as 
well as accumulating units – or the long-term power of compounding that can be tapped by dividend reinvestment through 
the accumulation units.

• Third, the UK market has proved to be resilient (thus far) following the EU referendum vote, although the spread of 
individual stock performance has been massive – within the FTSE the best performer is up nearly 60%, the worst down 
nearly 30%. This is the sort of market where stock pickers should be able to add value to advisers and clients who are 
unlikely to have the time or inclination to get stuck into analysis of individual stocks. 

This isn’t to say the fund would be immune to any downturn in the UK market or a recession (if there is one and the market’s 
worst post-Brexit fears are confi rmed). This is the performance chart for the fund since inception:

Advisers and clients do need to make sure that JOHCM UK Dynamic fi ts with their overall investment strategy, target returns, 
time horizon and appetite for risk before they commit any capital.

Thank you for watching and I look forward to seeing you next time.
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