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Resilience: An investors Ally in 
volatile markets
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ATHELNEY TRUST – PURPOSE

Provide long-term capital growth with the risks
inherent in small cap investment minimised
through a spread of holdings in quality small
cap companies that operate in various industries
and sectors.

The Fund Manager also considers that it is
important to maintain a progressive dividend
record which it has for over 19 years and is top
of the AIC's league table of "Next Generation
of Dividend Heroes".

Current dividend yield: 4.9%.
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ECP - A LEADING EQUITIES FUND MANAGER

We currently manage  -

~AUD$2.3 Billion (£1.3Billion) in equities.

We invest our money alongside other 
family offices, pension funds, institutions, 
and listed investment companies. 
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Our Purpose. Our investment 
process focuses on total return, not 
only dividend payout. 

Alignment of interest. We have our 
money invested alongside yours. 

Long-term. We invest for long-term 
wealth creation. We see ourselves as 
business owners, not share traders.

Stability and Succession. Much like 
our investments, we believe stability 
and succession in management is key. 
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“Draw from others the lesson that may profit yourself”
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The Investment Conundrum
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INTERESTING QUOTE FROM THE GFC

“We all !@#$% up… banks, regulators, everybody …and 

fifty years from now, there’ll be another crisis and it’ll be 

about some instruments that we’ve never heard of.”

Alan Schwartz (CEO, Bear Stearns) 2010
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SO WHAT ARE THE COMMONALITIES?
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In times of systemic trauma, financial markets react at lightning speed – LTCM, 
Bear Sterns, GFC, COVID

• Previously uncorrelated assets become correlated
• Liquidity disappears immediately
• Equity markets are a source of liquidity – get belted

Risk Management Systems are necessary but not sufficient
• VAR and other risk management systems failed during systemic trauma
• Diversification is not a substitute for due diligence in a crowded space

Well run companies with a sound business model and strong balance sheets 
survive

• Procrastination by management is deadly 
• Debt covenants posed a major risk and the details were not usually disclosed
• Operating cash flow is king
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"The Budget should be balanced, the Treasury should 
be refilled, public debt should be reduced, the 
arrogance of officialdom should be tempered and 
controlled, and the assistance to foreign lands should 
be curtailed, lest Rome will become bankrupt. People 
must again learn to work instead of living on public 
assistance." - Cicero, 55 BC

THE MORE THINGS CHANGE THE MORE 
THEY STAY THE SAME
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Small to mid-cap investing

•

•

•

•

•

•

•

•

•

CONTRIBUTORS TO SUCCESS THE STRATEGY PITFALLS
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How do we produce resilient 
dividend income and avoid 
default risk

12
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Challenges of Risk Management
We need to focus on the things that matter to us.  In the short run multiple compression accounts for the 
majority of portfolio returns. Over the long run earnings growth and income account for the majority of 
return profile for the portfolio.  Competing tensions of long term accurate forecasts, with short term 
‘repricings’.

ECP All Cap Strategy.  Source: ECP Asset Management
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Responsible Investment

1

Investment Objective
Our investment objective is to generate returns 2-
4% p.a. above the benchmark over a rolling five year 
period..

3
Exclusionary Screens
We exclude areas from our universe so that we can 
avoid risks to the predictability of future business 
performance.

5

Investment Philosophy
Our Investment Philosophy is based on the belief 
‘the economics of a business drives long-term
investment returns’.
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Fundamental Analysis
We invest in Quality franchises. Our definition of 

quality requires a low level of macro-environmental 
issues, good ESG practices, and Dynamic Capabilities.

4

Investment Universe
We consider all companies as investable, and 

through our investment process we whittle down 
this universe based on our definition of Quality.

ECP is committed to responsible investment . We do this to ensure we 
meet our investment objectives for our clients
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Investment Philosophy

The economics of a business drives long-term 
investment returns

Investing in high quality, growth businesses, that 
have the ability to generate predictable, above 
average economic returns will produce superior 
investment performance over the long-term

● Valuing potential, not just performance

● Choosing high quality growing businesses

● Ignoring temporary market turbulence

15
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Stage 1. Idea Generation
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Stage 2: Investment Selection

There is no substitute for due diligence.

We follow our Pillars of a Quality Franchise framework – the 
six-pillars the are interrelated and interdependent and 
provide a holistic assessment. 

Through in-depth, detailed analysis, we determine as to 
whether a business is a Quality Franchise – it has a 
sustainable competitive advantage, is operating in a 
favourable industry and has the suitable management in 
place to execute on an appropriate strategy.

Successful active management requires an 
information advantage - in reality, one has to 
often trade liquidity for information rights.

17
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Sustainability

PESTLE

We view sustainability holistically. Our 
Sustainability Pillar encompasses 3 characteristics:

1. The business operates in an industry with a low risk 
of macro-environmental factors (PESTLE) affecting 
future operating performance. 

2. The business has demonstrated strong ESG 
practices and holds a capacity to mitigate potential 
ESG issues. 

3. The business holds Dynamic Capabilities that 
sustainably renews its competitive advantage
through time.
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ESG & Sustainability

Negative screens avoid the deterioration of system (business) 
performance. 

Our ESG-related exclusions aim to avoid the destruction or 
degradation of business performance, whether due to organisational, 
social, or environmental factors. 

Our exclusionary principles:

● To avoid risks that may present significant harm to our society 
and our environment. 

● To avoid risks that may limit the industry growth outlook of 
our investments.

● To avoid ESG-related risks that may impact the predictability 
of investment performance.

We exclude the following due to ESG-related issues:

Environmental
✘ Thermal Coal
✘ Petroleum
✘ Logging
✘ Palm Oil
✘ Pesticides

Social
✘ Gambling
✘ Adult Entertainment
✘ Weapons 
✘ Tobacco

Governance
✘ System poor governance
✘ Human rights violations
✘ Low peace countries

We have a 0% threshold allowance. The scope is based on their 
direct involvement in the production, manufacture, service and 
delivery of products in these sectors. 
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ESG & Sustainability

Sustainable Business is Good Business. 

ECP is committed to responsible investment and we believe that ESG factors 
have a material impact on long-term investment outcomes.

Signatory to the Principles of Responsible Investment (PRI)

Supporter of the Task Force of Climate-Related Disclosures (TFCD)

Ownership Matters Proxy Voting (Research)

Ongoing commitment ESG & Sustainable Investing practices
- Annual Sustainability and Responsible Investment Report
- Climate Active Certification & our own commitment to Net Zero
- Associations/memberships under review (RIAA, Net Zero Asset Managers, Terra Carta)

https://ecpam.com/responsible-investment/
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Roadmap to Net Zero

It is better to sleep well than to eat well.

Climate Change Position Statement

We have a responsibility to minimize our own environmental
footprint, as well as to consider the environmental and social
impacts of climate change on our investment portfolios.

https://ecpam.com/assets/pdf/31-07-2022%20-%20ECPAM%20-%20Climate%20Change%20Position%20Statement.pdf
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Climate Change & Net Zero

As part of our Roadmap to Net Zero we have begun to track our 
portfolio companies and their climate change considerations. 

As part of our commitment to achieving Net Zero by 2050, we have set 
the following targets for our engagement with portfolio companies -

● 2025 - 50% of our investment companies with publicly available 
net zero targets. 

● 2028 - 75% of our investment companies with publicly available 
net zero targets.

● 2030 - 100% of our investment companies with publicly available 
net zero targets. 

YES                     NO
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Engagement Overview

Our engagement with companies and their stakeholders is an ongoing 
part of our investment process. 

While our engagement will encompass all aspects of a business (industry 
impacts, business strategy, competitiveness, financials, etc) we ensure we 
engage on areas of sustainability. 

✓ Macro-environmental factors (PESTLE) impacting their business model 
through time. These may include Covid, the Ukraine war, and related macro-
economic impacts.

✓ ESG issues or opportunities that arise and how they are dealt with. These 
may include stakeholder relations, modern slavery risks, and impact of 
operations on the environment. 

✓ Dynamic Capabilities that renew, extend, or create resources that continue 
to drive firm competitiveness (how they sustainably renew their competitive 
advantage. These include firm culture and ability to change, R&D and 
innovation, and knowledge or human capital retention.

Portfolio Engagements Average Per Company

Company 
Engagements

214 6

Other Engagements 161 5

Total 375 11

Portfolio Engagements Average Per Company

PESTLE 112 3

ESG 65 2

Dynamic Capability 126 4

Total Sustainability 303 9
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Engagement Breakdown

Engagement across areas of sustainability are relevant to the 
contextual environment. 

This past year we have continually engaged with all companies on a 
relevant issue with 375 meetings across various stakeholders (214 with 
managements and 161 Other).

Engagement across the portfolio has been primarily focused on PESTLE 
and Dynamic Capabilities due to -

● Supply chain disruption - ability to service customers or deliver 
product. Managing the changing landscape. 

● Labour inflation and availability - short supply of labour and cost 
impacts. How this impacted the course of business. 

● Raw materials - supply and cost inflation. How this has changed 
the unit economics or value proposition. 

Growth Staples: ALU, ARB, CAR, COH, CSL, DMP, FPH, HUB, IEL, NWL, PWH, RMD, WTC 
Growth Cyclicals: CGC, CTD, JHX, LOV, REA, RIO, SEK
Long Duration Growth: AD8, CBR, FCL, MP1, NAN, NEA, NTO, NXL, SKO, SQ2, XRO
Other Growth: CBA, GQG, JDO, LIC, MQG

http://sq.us/
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Stock Selection drives most of the risk in the portfolio.
An Ex-Ante tracking error decomposition shows that
most of our tracking error is derived through our equity
exposure as opposed to market, style or sector
allocations.

Our portfolio construction and capital allocation
process which is based in the expected IRR for each
security is the cornerstone of our process.
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The Investment Conundrum
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Resilience of the ATY portfolio

The ATY portfolio was created to participate in long-term capital growth by investing in quality 
companies in the UK and while the world may change, the economics of a business will always drive its 
long-term investment return. 

While not purely focused on small-caps, the focus on quality and growth ensure we generate above-
average returns.

Data for companies in the portfolio (other than REITS) is as follows:

27

1 year EPS change

+74.7%
4 year compound growth in EPS

+9.1%
4 year compound growth in DPS

+9.5%
Portfolio Metrics Current

(15 October 2022)

At Time of reporting most recent 

results

4 Years ago

Non REIT PE 25.7 39.6 31.1

REIT DY 6.9% 4.8% 7.8%



Presentation | Athelney Trust Plc Redefining Active InvestingConfidential

28

Directors: Mr N F Ashton (Chairman) Email: frankashton@athelneytrust.co.uk

Dr E C Pohl AM Email: mannypohl@athelneytrust.co.uk

Mr S Moore Email: simonmoore@athelneytrust.co.uk

Secretary: Mrs D WarburtonEmail: secretary@athelneytrust.co.uk

Waterside Court Tel: 01326 378 288

Falmouth Road

Penryn

Cornwall, TR10 8AW

Contact us

Thank you.

mailto:secretary@athelneytrust.co.uk


Disclaimer
This presentation is for general information purposes only and does not take into account the specific investment
objectives, financial situation or particular needs of any specific reader. As such, before acting on any information
contained in this presentation, readers should consider the appropriateness of the information to their needs. This
may involve seeking advice from a qualified financial adviser.

Any opinions or recommendation contained in this document are subject to change without notice and ECP is under
no obligation to update or keep any information contained in this presentation current.

Past performance is not a reliable indicator of future performance. The total return performance figures quoted are
historical, calculated using end-of-month mid prices and do not allow for the effects of income tax or inflation. The
performance is quoted net of all fees and expenses. The indices do not incur these costs. This information is
provided for general comparative purposes.
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