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Investing in your home market for worldwide access

The UK stock market has been in the doldrums in recent years with investors flocking to companies
and markets further afield. Yet there are compelling reasons why investors should focus again on
their home market.

It has been a difficult few years for UK equities, with Brexit, political turmoil and the pandemic all
hitting investors’ confidence in the UK. This is reflected in outflows from UK funds, which have been
exceeding inflows since 2016. Meanwhile the last two decades have seen pension schemes reduce
their UK equity weightings and move into global funds, or de-risk into bonds and liability matching
strategies.

But while concerns over the UK economy may have fuelled many investors’ reluctance to invest
here, investing in UK equities can offer investors exposure to international markets far and wide.

The London Stock Exchange (LSE) is one of the top five global stock exchanges, with around 3,000
companies from around the world trading on the LSE and affiliated exchanges.

While many of these are British companies, many of them are also international, doing business
around the globe. This is in part because the UK market is relatively small for international
companies and so they have naturally looked to markets in other countries too.

As James de Uphaugh, portfolio manager of the Edinburgh Investment Trust points out, for better or
worse companies in the UK also reflect our history as a trading nation. He says: “We have companies
whose origins date back more than 100 years, such as Shell, Smith & Nephew, Standard Chartered
and Unilever, all of which were established when we were one of the pre-eminent trading nations.

The international markets that many such firms now operate and trade in, in particular “emerging
markets” such as India, offer significant potential for growth.

De Uphaugh points to companies within the EIT such as Haleon, the consumer healthcare business,
which chose to list on the LSE in March 2022, as one such example. Haleon has well-known brands
sold globally, in particular in VMS (vitamins, minerals and supplements), pain relief and oral care.

He says: “Haleon’s brands have science-based claims that are endorsed by health practitioners and
backed up by consistent marketing. Its geographic footprint is properly global with strong incumbent
positions in the likes of Europe and America but also in India where per capita consumption is a
mere pinprick compared to the US. There is a long trajectory of growth ahead.”

Another is Weir, the mining technology group, which is headquartered in Glasgow. “Weir has a long
history, established in the 1870s, and is genuinely international. It has service centres in over 60
countries close to its customers at the mines, and has grown its aftermarket spares revenues by 7%
per annum on average over the period 2011 to 2022.”

Approximately 70% of the UK stock market’s revenues come from non-sterling currencies. The
balance comes from a strong cohort of domestically orientated companies such as NatWest, M&S,
Dunelm and Greggs to name but a few.



De Uphaugh adds: “While we’ve been in the slow lane of growth since 2016, with some structural
headwinds, if you look strategically at what has happened to many domestic companies, they have
massively enhanced their market positions. One metric | look at is sales and earnings pre-Covid
versus post-Covid and most of the companies we invest in are much bigger businesses as they exit
Covid. Covid forced some hard decisions, and in some ways was a clarifying factor for firms.”

While the investing narrative of the last decade or so has been around the drive to go global, if
investors consider that the most basic purpose of most savings and investments is typically a bridge
through to being prepared for future costs, such as retirement, there is a strong logic for favouring
your home market because most of your liabilities, bar the odd holiday, are priced in sterling.

One final point comes from de Uphaugh. “While it is the case that UK equity market flows have been
one way since Brexit, many corporates have been taking the other side and quietly buying in their
shares. One has to wonder which of the two is best placed to judge the medium-term prospects: the
seller or the buyer in this instance?”
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Key Risks
Past performance is not a guide to future performance. The value of an investment and the income generated
from it can fall as well as rise and is not guaranteed. You may get back less than you originally invested.

Disclaimer
This communication is issued by Liontrust Fund Partners LLP (2 Savoy Court, London WC2R 0EZ), authorised and
regulated in the UK by the Financial Conduct Authority (FRN 518165) to undertake regulated investment
business..

This is a marketing communication. Before making an investment, you should read the relevant Prospectus and
the Key Investor Information Document (KIID), which provide full product details including investment charges
and risks. These documents can be obtained, free of charge, from www.liontrust.co.uk or direct from Liontrust.
Always research your own investments and if you are not a professional investor please consult a regulated
financial adviser regarding the suitability of such an investment for you and your personal circumstances.

This should not be construed as advice for investment in any product or security mentioned, an offer to buy or
sell units/shares of Funds mentioned, or a solicitation to purchase securities in any company or investment
product. Examples of stocks are provided for general information only to demonstrate our investment
philosophy. The investment being promoted is for units in a fund, not directly in the underlying assets. It contains
information and analysis that is believed to be accurate at the time of publication, but is subject to change
without notice. Whilst care has been taken in compiling the content of this document, no representation or
warranty, express or implied, is made by Liontrust as to its accuracy or completeness, including for external
sources (which may have been used) which have not been verified. It should not be copied, forwarded,
reproduced, divulged or otherwise distributed in any form whether by way of fax, email, oral or otherwise, in
whole or in part without the express and prior written consent of Liontrust.


https://www.liontrust.co.uk/insights/ourinsights
https://www.liontrust.co.uk/glossary

