
 

 

1 From time to time, the fund uses FTSE 100 equity futures to protect the value of the fund. When the hedge is applied, net equity exposure is reduced, and the capital should be 

largely protected. 
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                        PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS              Source: VTIM 

Using total returns, our fund was up slightly in May and so far, this year up around 3%. However, 2024 has 

been one of the strangest investment years we have ever experienced. We have now been hedged1 for one 

of the longest periods since we started the fund in 2014. This is unusual and reflects the nature of the current 

environment. Being hedged for a long period is not an especially comfortable position for us, especially when 

the market is rising, but we feel that is appropriate. To diverge from our process to essentially trend follow 

would we believe, be an unforgivable error.  

We need to put the current strangeness into context. At the start of this year there was great enthusiasm 

surrounding the prospect for interest rate cuts on both sides of the Atlantic. This belief was endorsed, at least 

in the usual obscure central bank language, by the Federal Reserve, the ECB, and the Bank of England. At 

the time we felt that it was strange that central banks would be so happy to encourage talk of dramatic interest 

cuts when inflation was still above target everywhere in the Western World, when economies were growing 

and when unemployment was extremely low. Nevertheless, there was certainly a type of logic to equity market 

bullishness even though we were both a little confused and sceptical about how large or how soon interest 

rate cuts might happen. As it happened longer term interest rates bottomed right at the end of last year and 

have moved up steadily since. The US 10-year bond yield has risen from trading at a yield of 3.7% at the end 

of 2023 to 4.7% today. In the UK there has been a similar increase, 10-year rising from 3.5% to just under 

1 month 6 month 1 year 3 year 5 year Inception

Total return 0.3% 5.6% 15.3% 25.9% 25.3% 26.2%
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4.4% over the same time. It is not only longer-term rates that have been rising. The UK 2-year (a good proxy 

for shorter term mortgage fixed rate deals) has risen from 3.9% to 4.5%. In effect, while everyone has been 

expecting potentially dramatic cuts in mortgage rates, they have risen by more than 0.5%. Despite the stock 

market enthusiasm for rate cuts subsiding, the equity market simply ignored the bad news. To us this is very 

strange as benchmarks like the US and UK 10-year bond yields are significant drivers of stock market valuation 

as well as having profound economic effects. It is also worth pointing out economic growth is stagnating. The 

Euro economy appears to be consistently bouncing around zero growth while in the US recent data points 

towards an economy that is slowing but with sticky inflation.  

Coming back to last month this strangeness continued in other ways. Perhaps if the rise in market interest 

rates was not motivating UK equities, what else could it be? As it happens UK Sterling, while moving about 

quite a lot, was essentially unchanged on the month. It consequently provided no noticeable following wind for 

our larger global facing equities. At the same time, the oil price was down, obviously important for some of the 

larger UK companies, and basic commodities such as iron ore had fallen. All the usual drivers for UK equities, 

interest rates, commodity prices, and the currency had either been unchanged or down.  

To a certain extent all this “unusualness” is something that perhaps we could have rationalised if it were not 

for the fact that UK equities also looked and still look very much overbought. We like to look at how overbought 

or oversold equities are from a few different perspectives. One of the most useful perspectives we can gain is 

to look at such data across different time horizons. To put this into context a market can be overbought in the 

short term but still have positive medium to longer term momentum. A good example of such a situation would 

be after a market has already had a strong setback or crash. Now however, on every time frame we can find, 

from the short to the very long, the UK market is very overbought. In the past such alignment across different 

time frames has been a good indicator of future direction. It is also the case that it has been rare to see such 

temporal alignment occur at all. In the last quarter of a century the UK market has only been as overbought as 

it is now across all time horizons four times. In each case the immediate outlook for equities was notably poor.  

At Woodhill we try our best to balance risk with return. To not take risk when the odds of a good return are low, 

and instead to take risk when the odds are in investors favour. Now it looks to us that the balance of risk and 

return is not favourable. It is sometimes hard to ‘fight’ the market when this occurs, but the currently strange 

market and economic environment means that we must remain true to our process. We do not want to be 

hedged for as long as we have been recently, and we would like nothing better than to be able to make more 

money for clients, however, the current environment does not represent a good balance of risk and return. We 

are confident that this will change over time.  
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Shell plc 8.2%

AstraZeneca PLC 8.0%

HSBC Holdings PLC 6.5%

BP PLC 4.2%

BAE Systems PLC 4.0%

Rio Tinto PLC 3.6%

Relx PLC 3.2%

Compass Group PLC 2.9%

GSK plc 2.9%

Diageo PLC 2.7%

3i Group PLC 2.7%

National Grid PLC 2.5%

British American Tobacco PLC 2.2%

Unilever PLC 2.2%

Glencore PLC 1.9%

http://www.woodhillam.co.uk/
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Disclaimer 

The information in this Report is presented by Woodhill using all reasonable skill, care and diligence and has been obtained from 

or is based on third party sources believed to be reliable but is not guaranteed as to its accuracy, completeness, or timeliness, 

nor is it a complete statement or summary of any securities, markets or developments referred to. The information within this 

Report should not be regarded by recipients as a substitute for the exercise of their own judgement.  

The information in this Report has no regard to the specific investment objectives, financial situation or particular needs of any 

specific recipient and is published solely for informational purposes and is not to be construed as a solicitation or an offer to buy 

or sell any securities or related financial instruments. In the absence of detailed information about you, your circumstances or your 

investment portfolio, the information does not in any way constitute investment advice. If you have any doubt about any of the 

information presented, please consult your stockbroker, accountant, bank manager or other independent financial advisor. 

Value of investments can fall as well as rise and you may not get back the amount you have invested. Income from an investment 

may fluctuate in money terms. If the investment involves exposure to a currency other than that in which acquisitions of the 

investments are invited, changes in the rates of exchange may cause the value of the investment to go up or down. Past 

performance is not necessarily a guide to future performance. 

Any opinions expressed in this Report are subject to change without notice and Woodhill is not under any obligation to update or 

keep current the information contained herein. Sources for all tables and graphs herein are WoodHill unless otherwise indicated. 

The information provided is "as is" without any express or implied warranty of any kind including warranties of merchantabili ty, 

non‐infringement of intellectual property, or fitness for any purpose.  

Because some jurisdictions prohibit the exclusion or limitation of liability for consequential or incidental damages, the above 

limitation may not apply to you. Users are therefore warned not to rely exclusively on the comments or conclusions within the 

Report but to carry out their own due diligence before making their own decisions. 

Woodhill Asset Management LLP and its affiliated companies, employees and appointed representatives of Woodhill Asset 

Management LLP and its affiliated companies, or individuals connected to them, may have or have had interests of long or short 

positions in, and may at any time make purchases and/or sales as principal or agent in, the relevant securities or related financial 

instruments discussed in this Report. 

No part of this report may be reproduced or distributed in any manner without the written permission of WoodHill Asset 

Management LLP. 

 

Authorised and regulated by the Financial Conduct Authority (FCA), registration number 649832. 

This status can be checked with the FCA on 0800 111 6768, or on the FCA website. 

Registered in England No: OC389733. 


