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Scope Analysis has assigned J O Hambro Capital Management Global Income Builder a
B rating ( good). Launched in April 2018, the fund has a dual mandate to generate income
while growing the capital base and providing downside protection. It is actively managed
using an integrated, bottom-up approach, driven by a value-investing philosophy which
identifies resilient business models that provide steady income streams and a margin of
safety.

Fund overview as of 31/03/2021

Total :
Peer arol Volume Expense Inception
group EURm o year*
Ratio
JOHCM Global Balanced Global 129.4 0.93% 2018

Income Builder balanced

* The fund's relevant track record has been running since 30.04.2018.

Rating

The table provides an overview of Scope’s assessment of key indicators. They form the basis
for the overall rating.

Scope Rating overview
indicators

A B B

As of 31st of March 2021, quantitative indicators accounted for 33% of the analysis and
qualitative indicators accounted for 67%.

Selected aspects of qualitative fund evaluation

process

Good Very good Very good Good

The strategy is managed by J O Hambro’s Multi Asset Value team, which includes three senior
portfolio managers with an average industry experience of 22 years and by two analysts. In
Scope’s view, the investment team has adequate research capabilities and capacity. The team’s
integrated, bottom-up approach, which seeks to identify excellent risk-reward opportunities by
investing across the capital structure and focusing on attractively valued companies with strong,
persistent businesses is both structured and systematic. The approach is implemented in a very
disciplined manner and is aligned with the team’s investment philosophy as a value investor.
Since its launch 35 months ago, the fund has significantly outperformed, with annualized returns
of 7.5%. This is well above its peer group, which achieved 4.4%. The fund’s volatility was slightly
higher (7.4%) than its peer group average (7.1%) over the 18-month period. This is because it
has the flexibility to take contrarian positions and remains benchmark unconstrained. The fund’s
volatility is 11,4%, which is above its peer group average of 8,9%.
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Company

J O Hambro Capital Management (JOHCM) is a small asset manager, with EUR 33.7bn in assets
under management. The company was founded in 1993 as an investment boutique firm. Since
its acquisition in October 2011 by Pendal Group, an Australian investment firm, the company
has operated as an independent unit within the group. There is a cooperation with Regnan, the
business unit of Pendal Group specialized in ESG and responsible investing.

The company considers the independence of its investment teams to be one of its greatest
assets. There are no overarching investment committees, nor are decisions bound by an
inhouse standard. This allows a great diversity of opinions and has manifested itself in a large
variety of investment processes at JOHCM.

The company focuses on both regional and global equity products and currently runs 22
strategies. A multi-asset strategy, introduced in April 2018, complements the product offering.

JOHCM employs 41 investment professionals in London, Singapore, New York and Boston.

Investment Team

The fund has three fund managers with an overall average industry experience of 22 years. Last
year saw a change in the management team: Lale Topcuoglu, who was previously senior fund
manager and head of credits primarily responsible for the bond side, left J O Hambro. She was
replaced in November 2020 by Adam Gittes, who took over her responsibilities within the team.

Senior fund managers Giorgio Caputo and Robert Hordon both have 24 years of industry
experience. Before joining the Multi-Asset Value team at J O Hambro Capital Management in
2017, they have been working closely together for seven years and co-managing First Eagle’s
Global Income Strategy since 2011, which includes the Global Income Builder Fund and the
First Eagle Amundi Income Builder Fund.

Giorgio Caputo is the head of JOHCM'’s Multi-Asset Value team. Prior to JOHCM and First Eagle,
he was managing director and investment analyst at hedge fund JANA Partners LLC. Before
completing his postgraduate education, he worked as a quantitative analyst at Lehman Brothers.

Robert Hordon (CFA) is senior fund manager for JOHCM’s Multi-Asset Value team. He co-
managed two income funds at First Eagle together with Caputo. Before completing his
postgraduate education, he was equity research analyst with Credit Suisse First Boston.

Adam Gittes is a senior fund manager and head of credit at the multi-asset value team at
JOHCM. He has 19 years of industry experience. Prior to J O Hambro, he was a senior
investment professional at hedge fund Piney Lake Capital, where he focused on private credit
and special situations. Prior to that, Gittes was a portfolio manager at TOMS Capital, a single-
family office, and BlackRock Kelso Capital, among others.

Rémy Gicquel and Hugues Le Bras are investment analysts for Multi-Asset Value team, with 14
years and seven years of industry experience respectively. Prior to JOHCM, Rémy Gicquel
(CFA) spent four years at Harris Associates as senior international investment analyst
supporting its flagship Oakmark International Fund. Hugues Le Bras was most recently
employed as a research analyst for Paradigm Capital AG, a Munich-based investment firm
focusing on small and mid-cap companies.

Scope rates the experience and expertise of the team as "very good" overall. The team’s set up
is diverse yet complementary. The team saw the departure of an experienced fund manager in
Lale Topcuoglu last year, who was adequately replaced by Adam Gittes, who also has many
years of experience. Given the small size of the team, investment decisions are made on team-
consensus basis, with Caputo having the ability to form final decisions in case of any
disagreement.

In the absence of other sector analysts, there is an active exchange of ideas with the fund
management teams for regional products. In addition, the diversified set of skills across the team,
such as extensive language capabilities, highlights the investment professionals’ extra research
qualifications at a global level.
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The remuneration structure is appropriate in Scope’s view. It consists of a base salary, a share
of the management fee generated by the fund. Employees can also acquire shares in Pendal
Group, JOHCM'’s parent company. Fund managers are asked to invest part of their variable
remuneration in the funds they manage or other JOHCM funds.

Investment approach and portfolio construction

The team views itself first and foremost as global cross asset value investors, whose primary
focus is to protect capital. The strategy was developed based on the symbiotic relationship
between a value philosophy and an income mandate, where equities must compete for capital
with a fixed income on a risk-adjusted basis. This competition essentially powers the flexibility
to invest across geographies and capital structures in a bottom-up driven asset allocation.

The strategy’s dual mandate of income and capital appreciation aims to generate stable income
streams from durable business models and helps to avoid “yield traps” that could result in capital
impairment. A flexible income mandate also provides managers with the latitude to avoid
overvalued asset classes.

The team places a premium on patience and conservatism and seeks to build long-term
conviction in key themes and core holdings. As value investors, the team is willing to take
contrarian positions and remain benchmark agnostic. The strategy is not limited only to classic
value investing dogma, but rather is willing to consider growth, intangible assets and
sustainability as attractive qualities in its search for investments that trade at a discount to their
intrinsic value. The team places a premium on durable businesses of which the team has the
conviction to buy more in times of stress when discounts to intrinsic value are often at their
widest.

Business persistence is analyzed using a proprietary seven-point scoring model within a
“persistence framework”. This assesses whether the underlying business models’ durability,
resilience of income stream and margin of safety will stand the test of time.

The investment process is driven by a bottom-up approach in which the financial positions and
prospects of a company are reviewed. The team can invest across the capital structure of a
company.

The team’s all-capitalization approach focuses primarily on companies with a market
capitalization of at least USD 1 billion or higher and an attractive dividend yield of more than 3%.
This universe is reduced to a shortlist of roughly 500 issuers when the team’s persistence criteria
are applied. The team will conduct active fundamental research on and maintain a watchlist of
roughly 200 of these issuers as potential candidates for portfolio inclusion and potentially
allocate capital to these based upon where team believes it can earn the best risk-adjusted
returns and/or reduce overall portfolio risk. The team’s persistence framework is the key driver
of the team’s issuer level risk assessment with the team requiring higher prospective returns and
margin of safety for investments in businesses which the team believes are less durable (or
persistent).

The team has the discretion to invest across the capital structure of a company depending on
the risk/reward assessment of the stock or bond issuance. This cross-capital structure analysis
also provides valuable insight for the overall asset allocation of the strategy between equities
and bonds, as the team is able to assess firsthand how risk is being priced by different capital
markets. The equity exposure may fluctuate between 30%-70%, while bonds, mostly corporate
issuances from both the investment grade and high-yield sectors, account for around 30%-50%
of the portfolio. Cash and hedge assets, such as gold exposure and government bonds, usually
make up 5%-15%, which may be held to offset the portfolio’s risk during phases of market stress.
The managers maintain a cash reserve to purchase when opportunities in the markets arise.
This is in line with their contrarian stance. For example, the fund added around 10% to its equity
exposure when markets fell in Spring 2020. The contrarian element can lead to higher short-
term fund volatility compared to peers during phases of market stress. However, over the long-
term horizon, the team have proved, both at JOHCM and previously managed fund First Eagle
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Global Income Builder, that they can make up for the strategy’s higher volatility with convincing
returns and a lower downside capture ratio than their peers.

In terms of portfolio allocation, Scope considers the fund to be well-diversified, with position sizes
well below 3% at individual company level. The number of holdings in the portfolio can vary. The
portfolio usually consists of a maximum of 100 stocks and around 50 credit positions. The team’s
valuation and income-oriented investment style is reflected in the fund’s slight value tilt.
However, this is not very pronounced given that the managers also include quality and
persistency factors in their analyses and do not solely focus on low valuation metrics. This is
also confirmed by their well-diversified sector allocation, with no single sector dominating the
portfolio. The largest sector on the equity side is financials with 14.0% followed by technology
with 10.2%. On the bond side, the largest sector is communications with 8.7% followed by
financials with 3.9%. As of the end of March 2021, the equity exposure in the fund was 70.8%
followed by bonds with 21.2% cash and gold with 4.1% and 4.0% respectively.

Given the income-oriented strategy, the fund can invest in sub-investment grade issuance
(roughly 40% as of March 2021), often mostly rated BB. This adds a level of credit risk for
investors. The higher credit risk is typical for outcome-oriented investment strategies but sets
the fund apart from most of its category peers, whose portfolios tend to have better credit quality.

The fund has a fixed distribution of 4% per annum. The fund seeks to prioritize capital
preservation instead of blindly chasing income at all costs, and so payouts to investors out of
capital gains to supplement dividend and interest income are possible, especially in times when
interest rates are abnormally low. It is reassuring that the managers monitor the sustainability of
payouts and constantly reassess whether the payout level can be maintained in the future in
order to avoid dipping into the fund’s capital.

Although JOHCM Global Income Builder’s track record since April 2018 is of moderate length,
results are encouraging. With a total annualized return of 7.5% the fund has substantially
outperformed its peer group average of 4.4%.

After-cost returns in EUR as of 31/03/2021

Return Retrun 35m Return 3y Return 5y
Y% (p-a.) (p-a.) (p-a.)

18.9% 7.5% = =
17.8% 9.5% 9.9% 7.6%
19.4% 4.4% 4.7% 4.1%

* BM: 50% FTSE World Government Bonds Index, 50% MSCI World Standard Core (gross) Index

Risk management and costs

JOHCM nurtures a culture which explicitly encourages fund managers to take the appropriate
level of risk while avoiding unforeseen risks and undesired portfolio concentrations.

To this end, the company maintains a comprehensive risk monitoring and reporting framework
that provides portfolio managers with numerous risk indicators and analyses.

In quarterly risk reviews, the investment director and portfolio managers discuss statistical
evaluations of risk exposures, ‘style’ analyses and the consistency of decision-making processes
provided by risk management.

An independent risk management team monitors compliance with risk limits.
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Scope considers risk management at JOHCM Global Income Builder to be well structured,
disciplined and comprehensive. However, Scope also believes that the major risk analyses and
discussions with investment teams, currently undertaken quarterly, could be more frequent.

The fund’s volatility over the 35-month period since inception is 11.4% p.a., which is above its
peer group average of 8.9% p.a. The maximum drawdown of the fund over a rolling six-month
period for the 35-month horizon amounts to -13.8% versus the peer group average of -12.3%.

With regard to risk, in this case in the form of volatility, the fund management has set itself an
annual long-term volatility target of 5% to 7%, which has not been met so far due to market
movements. The higher short-term volatility is also due to the fund's value-oriented strategy,
which includes countercyclical purchases during bear markets and the fund's income-oriented
focus, for which, for example, overweights in credit bonds are typical.

The fund’s ongoing charges equate to 0.93%. The fund’s annual management fee amounts to
0.65%.

There is no additional performance fee.

Risk metrics in EUR as of 31/03/2021

Volatility ‘ Volatility 3 Max. loss Tracking
35m (p.a.) years (p.-a.) 6m / 35M roll Error 35M
3.9

11.4% - -13.8%
8.8% 8.7% -9.6% =
8.9% 8.7% -12.3% 5.5

* BM: 50% FTSE World Government Bonds Index, 50% MSCI World Standard Core (gross) Index

Conclusion

The performance of the JOHCM Global Income Builder fund is convincing. It is an actively
managed fund with a distinct approach, which invests in those securities across capital structures
that offer the best risk-adjusted returns. The fund benefits from a very experienced and
adequately sized management team, with each manager focusing on a different area.

Scope acknowledges the fund’s well-founded investment process with a focus on absolute value,
quality and margins of safety. The managers’ contrarian stance should prove beneficial to
investors over the long term, as long as they are willing to accept above-average short-term
volatility and sit out a full market cycle.

Based on a qualitative assessment in conjunction with a quantitative assessment, the rating for
the JOHCM Global Income Builder as of 31.03.2021 is thereby: B (good).
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The fund rating

Scope’s fund rating evaluates the quality of a fund relative to its peer group. Among other factors, the rating reflects long-term
earnings power, the stability of fund performance, and timing and loss risks. The analysis incorporates both quantitative and
qualitative criteria. For further detail, refer to the methodology.

Rating agency Scope currently rates over 6,000 investment funds (UCITS) authorised for distribution in Germany. The funds
collectively manage over EUR 3.0bn in assets.

Rating scale — investment funds (UCITS) m

Very good 100 - 78
Good 77 - 60
Average 59 - 41

Below average 40-23
Poor 22-1

Important notes and information

Scope Analysis GmbH (subsequently referred to as ‘Scope Analysis’) publishes evaluations referred to as fund ratings of
the risk-return profile of investment funds (comprising both mutual funds and alternative investment funds or comparable
constructions in the role of an equity provider). These fund ratings are not “credit ratings” within the meaning of
Regulation (EC) No. 1060/2009 on credit rating agencies as amended by Regulations (EU) No. 513/2011 and (EU) No.
462/2013.

Furthermore, fund ratings provided by Scope Analysis are neither recommendations to purchase or sell financial
instruments that are the object of the fund rating, nor do they contain any judgement of the value of such financial
instruments. Moreover, the ratings provided by Scope Analysis do neither constitute individual investment ad-vice, nor
do they take account of the specific investment objectives, investment horizon or asset situation of individual investors.
In preparing and publishing its ratings, Scope Analysis does not act as an investment advisor or portfolio manager to any
client.

Where the term asset management company is used, it also includes capital management companies, investment companies,
management companies and investment advisory companies.
Responsibility

The publisher responsible for preparing and distributing this fund rating is Scope Analysis GmbH, Berlin, Germany, Local Court of
Berlin (Charlottenburg) HRB 97933 B, Registered Office: Lennéstralte 5, 10785 Berlin, Germany, Managing Director: Florian
Schoeller, Said Yakhloufi.

The present fund rating was generated and written by: Barbara Claus, Director Mutual Funds Rating.

Rating history

In case the fund has been rated by Scope Analysis before Rating history can be viewed here.

Information on interests and conflicts of interest

A description of the precautions taken by Scope Analysis, especially to prevent and avoid conflicts of interests regarding the
preparation and distribution of fund ratings, can be found in the Scope Analysis GmbH’'s “Conflicts of Interests Policy” at
www.scopeanalysis.com.

This fund rating was prepared independently by Scope Analysis but in return for payment on the basis of an agreement on
preparation of this fund rating with the asset management company.
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If Scope Analysis has issued an asset manager rating for a provider of the financial instrument analysed, the asset manager rating
or ongoing updating thereof can result in a change in the rating of the present financial instrument.

Principal sources of the fund rating

The following principal sources of information were used to prepare the fund rating: prospectus, provider's website, annual/semi-
annual reports of the investment fund, performance record, detailed information provided on request, data from external data
providers, interview with the asset management company.

The information contained in the ratings is derived from sources that Scope Analysis deems to be reliable; it has been compiled in
good faith. Nevertheless, Scope Analysis cannot give any guarantee that the information used is correct, nor can it assume any
liability for the correctness, completeness, timeliness or accuracy of the information.

Before publication, the client had an opportunity to review the rating and the key factors leading to the rating decision (rating drivers),
including a summary of the underlying rating rationale. The rating was not revised following this review.
Methodology

The methodology used for the fund rating can be viewed at htips://www.scopeanalysis.com/#rating-and-research/mutual-
funds/methodologies.

Information on the meaning of the rating scale used for the rating can be viewed on the website of Scope Analysis GmbH at
https://www.scopeanalysis.com/#methodology/rating-scales.

Conditions of use / Disclaimer

Scope Analysis produces its independent and objective ratings with the necessary professional diligence as of a specific date, on
which the rating is published. Future events must therefore be deemed to be uncertain. Forward-looking statements are based on
estimates, so a rating does not constitute a factual claim; it merely expresses an opinion, which may subsequently change and may
then be reflected in an altered rating. Consequently, Scope Analysis does not assume any liability for damage resulting from
decisions taken based on any rating it produces.

In the event of simple or minor negligence by Scope Analysis, or a legal representative, employee or agent of Scope Analysis,
liability for the infringement of material contractual obligations shall be confined to the foreseeable and typical damage incurred.
Moreover, liability is excluded in the event of simple or minor negligence; this shall not apply in the event of loss of life or limb or
impairment of health.

Similarly, if the fund rating is a solicited rating, Scope Analysis shall not bear any liability in accordance with the principles of a
contract with protective effect for the benefit of third parties. The parties involved should only regard such ratings as one factor in
their investment decisions; they cannot replace their own analyses and assessments. The rating therefore only comprises the
expression of an opinion with respect to quality and does not constitute any statement as to whether the parties to an investment
could generate any income, recover the capital invested, or assume any specific liability risks. The content of fund ratings and rating
reports is protected by copyright and otherwise by law. Product and/or company names cited in such ratings and rating reports may
be registered trademarks. A copy of the fund ratings or rating reports published by Scope Analysis on its website may be saved to
one computer only for non-commercial and personal, internal use. Any additional use such as modification, reproduction,
transmission, transference, dissemination, sale or storage for subsequent use of the content of the fund ratings or rating reports
must be approved by Scope Analysis GmbH.

Contact

Scope Analysis GmbH
Lennéstrale 5

10785 Berlin

Germany

Phone +49 30 27891-0
Fax +49 30 27891-100

VAT-ID DE226486027
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