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Richard Penny’s Legal & General UK Alpha Trust
has consistently generated strong returns since
its launch in May 2005, driven by the manager’s
focused ‘best ideas’ approach.

According to Lipper, the £100m vehicle is ranked
first percentile out of 243 funds in the IMA UK All
Companies sector over five years to 31 August
2010, up an impressive 62.93% compared to a
sector average of +13.36%. Over three years the
fund is ranked top decile, up 18.17% compared to
a sector decline of 11.63%, and over one year the
fund is up 19.49%.

A high conviction focused blend

The manager takes a long-term view on core hold-
ings with a time horizon of two to three years split
between ‘strong growth’ and ‘deep value’ invest-
ments where a longer holding period is typically

recorded. It is a focused portfolio generally holding
between 25 and 50 investments in micro- to mega-
cap UK stocks, and targets outstanding opportuni-
ties in both value and growth markets.

Penny’s thinking behind this innovative, flexible
approach, which covers the whole market, is to
utilise the two complementary styles of growth
and value that outperform in different parts of the
economic cycle.

“In looking for this difference between value and
price for shares that can double we have had some
of our best success in the AIM market, which most
people cannot believe, Penny explains.

“It is because people have been flocking for the
exits of that market we have found attractive prices,
and some pretty good businesses |
would add.”

Fifteen months ago there was a lot of refinanc-
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ing activity taking place in the market due to falling
profits and reduced bank debts and bank loans. loit this t
This fitted into Penny’s deep value strategy, and he ;m gglzdﬁman whm:\ helps mmg
:asablnc:etgbgyanumberofstocksaisgnilicmtly servers and run their websites, and the broadband
‘sHecoupoi ntsp outl - abans. T helpful with satellite operator Avanti Communications.
loans and more involved in the corporate bond I Avanﬁ;o;‘ublﬁ::sag:;nysmmga_ ek it
market. As a result there is less refinancing and -, I
Parsw i bl i has funded and is funding satellites that will be
SR 'uyl wit:yhis |" ; ooksl - involved in broadband for remote areas.”
Recent addition
mlllc'm"mmmm ohories i 9ie Areoetﬂdatgaddiﬁontoﬂmepoﬂfolioissmgﬂ
retail company Suy Up, Wiich wie added fo teleoon:::erprmPe;terJonestfBBC%‘s
the portfolio earlier this year. “It is an international ' Den tis J ' first s
business, which floated in March at £5 and has quotmed: yil= ’ oy
pmdlet"Pennysayg o e Penny reveals: “He was very keen to get the
“' i I. it likes of ourselves and the other institutional inves-
H.e Systemu:akey i ﬁr;fn,lmmmodlag- tors in, so we think we got a very good deal. The
overthelastye;r.“'n\e I ; pshmu'm”up d\iefexmoﬁioaofﬁIGﬁnnisAnmonyCat-
from £1.20 when we bought & in Jarusry 2008 1 ;Vamh:seSommmlein?m:;:texpeﬂenoe
£7.40 on 2 Auguiet i your.™ ety S we think eXpansys fits well within the portfolio.”
“At the start we put 3% to 4% of the fund in it. ’
We have actually sold quite a lot of the stock now,
o0 cdusiv i il lued than Benefitting from healthcare
it was.” stimotively Profitable healthcare stocks have been another
g — th stock, which P strong growth theme. As well as Immunodi-
bought a year ago and continues to hod, i Fund performance ve seckor medin_____
Hutchison China Meditech, a firm which sells tradi-
tional Chinese medicines in China. He points outit ~3gnostic Systems, Penny has heid Tepnel Life
has posted 25% sales growth for five years, and is Sciences, whose share price has risen by 170%
“very nicely profitable.” since he bought it, and a life science stock
“Our " .in this is about £1.08 and called BBI Holdings, where he had a 50% gain.
todayﬂ\eyaregwommwsomathasl;eenabig “These are profitable and relatively unborrowed
inner for Us.” ’ businesses that are not too dependent on the
economy. They have been an area of speciality
Strong growth themes for us and have provided significant areas of
Penny identifies data as a strong growth theme, fund performance.
driven by the rapidly increasing number of
consumers purchasing iPhones. “More and more Exposure to emerging markets through UK
people are buying them and it is just blocking up listed companies )
the networks,” the manager says. AMmdeUKistedmles )
He points out spending of around $120bn is specialising in emerging markets. Hutchison China
expected in the next few years on server hosting Mm&:mm.msow.
and building the infrastructure that will be required ~ Which is solely UK listed but is building power
to handie the increase in data traffic. stations in India, where Penny points out there are
Penny identifies this as an area of rapid expan- massive shortages of power.
He says the fund is likely to move more towards
: ; . . growth stocks in future. “What is working in
sion which could drive a business'’s growth up by the market at the moment is people being very
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conventional. They are buying companies which
have absolutely hit all their forecasts so if we can
find stocks which are growing nicely at reasonable
prices | think those will be very good performers in
the current market.”

Penny adds: “A lot of people are saying we will
have some downgrades in profits and that may
well be the case as we go forward six months and
12 months. However equities are pretty cheap.

“A lot of people say equities have done nothing for
10 years. That may well be true but that is more of a

reason why they will achieve more now. If they had One year Twoyear  Threeyear  Fouryear Five year
doubled over the last 10 years then it would leave us As at 31 August 2010 Source: Lipper
less room potentially for appreciation from here.

“There are some good yields on the bigger Five-year performance

stocks and some very good stock picking op-
portunities in deep value or strong growth. As a :g
consequence we believe the UK Alpha Trust, which a0 |
is managed using a process that is built to last, has P e e
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the potential to continue to provide investors in the
fund with impressive performance returns on an
absolute and relative basis over the medium and

long term.” - 2 EENRVE P
-80, | |
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Past performance is not a guide to future perfor- txmarwmamw

mance. The value of investments and any income
from them can fall as well as rise and is not guaran-
teed. Investors may not get back the amount origi-
nally invested. It is intended for professional advisers
and should not be relied upon by private investors or
any other persons.
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