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ECONOMIC AND FUND REVIEW 

  

OUTLOOK 

So far 2021 is not looking too different from where we ended 

2020. The UK equity market has been volatile but still showed 

a positive return in the first quarter, although it continued to 

lag behind other regions. The country remained in lockdown 

throughout the period, with large parts of the economy feeling 

the impact. This has been against the backdrop of a highly 

successful vaccination programme which has led to markedly 

lower transmission rates and hospitalisations, as well as 

providing real hope for a strong recovery as the lockdown 

restrictions begin to ease. As the quarter progressed bond 

yields started to rise from low levels and sterling staged a 

recovery post the Brexit resolution, with investors tentatively 

returning to the UK market.  

The market has been led by cyclical stocks and those most 

sensitive to economic momentum with sectors such as 

financials, energy, industrials and materials seeing continued 

outperformance. Traditionally defensive sectors, in contrast, 

have lagged, held back by rising discount rates and lower 

relative earnings revisions. The portfolio’s holdings in the 

banks, HSBC and Lloyds, and in the insurer, Prudential, led the 

way, with the mining and materials groups, Rio Tinto and CRH, 

also contributing strongly. Sterling strength also supported a 

number of the more domestically orientated names such as 

Barratt Developments and Softcat. 

In contrast, a number of the large cap defensive holdings that 

had performed so well during the early days of the pandemic, 

continued to struggle. The retailers Ocado and Tesco, plus the 

healthcare and consumer companies GlaxoSmithKline and 

Unilever suffered on a relative basis as the market rebound left 

them behind. In addition, the London Stock Exchange was a 

significant negative contributor on news that they would have 

to invest significantly more into the newly acquired Refinitiv 

than they had previously indicated.   

The only disposal from the portfolio during the quarter was the 

holding in Tesco. 

 

 

 

 

 

 

 

 

 The effects of the pandemic will continue to be felt 

throughout 2021, but a return to normality is now on the 

horizon. As restrictions are eased, the economy looks well set 

to rebound strongly which in turn will allow company earnings 

to recover. Continued monetary policy support, a sustained 

low interest rate environment and a high level of corporate 

and consumer cash waiting to be deployed, should add further 

support to the UK market. 

Opportunities remain in companies where the reopening of 

the global economy is underestimated in their cashflows or 

valuations. Less glamorous, but potentially more attractive, 

stocks can now be found in industries such as healthcare and 

consumer goods and services, particularly those benefitting 

from longer term thematic tailwinds that have been 

momentarily overshadowed by recent events. Strong 

companies are looking to the future again, increasing 

investment and reinstating dividends in a sign of corporate 

confidence.  

 

Many companies’ share prices reflect the short term and fail 

to properly reflect company prospects to sustain and grow 

earnings over time.  Those companies with the strongest 

balance sheets that have been able to consolidate their 

market shares over the last year and have adapted best to the 

changes, will lead the way. Consequently, our focus remains 

on ensuring the portfolio is well exposed to those companies 

that will emerge in a stronger competitive position on the 

other side of the pandemic. In particular, this means 

concentrating on those investments that can generate secure 

and growing cashflows over the long-term and those that 

benefit from long-term structural growth themes.  
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IMPORTANT INFORMATION 

If you are a private investor, you should not act or rely on this document but should contact your professional advisor. 

This document has been approved by Sarasin & Partners LLP which is a limited liability partnership registered in England and Wales 
with registered number OC329859 and is authorised and regulated by the UK Financial Conduct Authority. It has been prepared solely 
for information purposes and is not a solicitation, or an offer to buy or sell any security. The information on which the document is 
based has been obtained from sources that we believe to be reliable, and in good faith, but we have not independently verified such 
information and we make no representation or warranty, express or implied, as to their accuracy. All expressions of opinion are subject 
to change without notice. 

There is no minimum investment period, though we would recommend that you view your investment as a medium to long term one 
(i.e. 5 to 10 years). The investments of the fund are subject to normal market fluctuations. The value of the investments of the fund 
and the income from them can fall as well as rise and investors may not get back the amount originally invested. If investing in 
foreign currencies, the return in the investor’s reference currency may increase or decrease as a result of currency fluctuations. Past 
performance is not a guide to future returns and may not be repeated. 

These Funds are for registered charities only. It should also be noted that some of the protections provided by the UK regulatory 
system do not apply to these products and in certain circumstances compensation will not be available from the UK Financial 
Ombudsman Scheme. 

For efficient portfolio management the Fund may invest in derivatives. The value of these investments may fluctuate significantly, but 
the overall intention of the use of derivative techniques is to reduce volatility of returns. The Fund may also invest in derivatives for 
investment purposes. 

The Fund will invest in other collective investment schemes, including both regulated and unregulated collective investment schemes. 
Investment in unregulated collective investment schemes carries additional risks as such schemes may not be under the regulation of a 
competent regulatory authority, may use leverage and may carry increased liquidity risks. 

Neither Sarasin & Partners LLP nor any other member of Bank J. Safra Sarasin Ltd. accepts any liability or responsibility whatsoever for 
any consequential loss of any kind arising out of the use of this document or any part of its contents. The use of this document should 
not be regarded as a substitute for the exercise by the recipient of his or her own judgment. Sarasin & Partners LLP and/or any person 
connected with it may act upon or make use of the material referred to herein and/or any of the information upon which it is based, 
prior to publication of this document. If you are a private investor you should not rely on this document but should contact your 
professional adviser. 

© 2021 Sarasin & Partners LLP – all rights reserved. This document can only be distributed or reproduced with permission from Sarasin 
& Partners LLP. 

 


