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The Liontrust GF Special Situations Fund returned 1.9%* in February. The Fund’s comparator benchmark, the
FTSE All-Share, returned 1.5%.

This year’s investor excitement over the prospect of an imminent interest rate ‘pivot’ failed to extend
throughout February. Rate hikes from key central banks— 50 basis point increments from the European Central
Bank and Bank of England, and a slowdown to 25 basis points by the US Federal Reserve — were as expected,
but several US macro releases later in the month pointed to unexpected economic strength and inflation
persistence.

As markets priced in roughly an extra 50 basis points of US hikes this year — with a peak above 5.0% - equities
lost momentum and bond yields moved higher. The S&P 500 and MSCI World Index of developed markets both
dropped 0.8% in sterling terms in February. The UK stockmarket was able to buck this trend, helped by its sector
constitution as energy alone accounted for 0.9% percentage points of the FTSE All-Share Index’s 1.5% gain. This
sizeable contribution reflects the sector’s 12% index weighting coupled with a bumper quarterly reporting
season for oil & gas giants BP (+14%) and Shell (+7.4%), both holdings in the Fund.

BP reported a $28bn annual profit, more than doubling its 2021 earnings to the highest level in its history after
oil prices spiked due to disruption from Russia’s war in Ukraine. Shell’s 2022 profits also more than doubled to
$40bn, well ahead of the $28bn in its previous most profitable year in 2008. Investors also seemed to welcome
BP’s move to slow the pace of its transition away from fossil fuels. The company announced that its oil and gas
output is now expected to decline 25% (from 2019 levels) by 2030, compared with a previous commitment to
reduce output by 40%.

A large rise in another fund holding, John Wood Group (+38%), further supplemented the energy sector’s gains.
In response to press speculation, the energy and materials consulting and engineering group stated that it had
received and rejected three takeover proposals from Apollo. The most recent cash proposal was at 230p per
share. Shares in John Wood rose significantly on the news but finished the month more than 10% below the
proposed price. Under the UK Takeover Code, Apollo has until 22 March to either make its interest formal or
withdraw.

Over the years, we have become very familiar with takeover interest around fund holdings, with the intangible
barriers to competition the Economic Advantage process seeks out also frequently proving attractive to
acquirers. In 2022, the Fund saw four holdings exit due to takeovers (Clipper Logistics, Ideagen, CareTech and
EMIS Group), and John Wood Group is the first to attract interest in 2023.

Away from the energy sector, Spectris (+9.9%) rose after its 2022 results beat expectations, with 19% growth in
profit before tax to £220m coming in ahead of consensus forecasts of £208m. The precision measurement
specialist reported on 14% like-for-like sales growth to £1.33bn over the year, higher than its high single-digit
percentage target, as both volumes and prices rose. It has maintained its medium-term target of 6% - 7%
through-the-cycle organic sales growth.

Hargreaves Lansdown (-6.7%) reported a 31% year-on-year jump in profit before tax in the six months to 31
December 2023 as rising interest rates fed through to higher net interest margins on clients’ cash balances.
Revenues from the asset class rose more than tenfold year-on-year, on average cash balances that were only
28% higher, to contribute a third of overall revenues. Cash is currently the company’s highest margin asset class,



at between 160 and 170 basis points compared with 30 to 25 basis points on shares. Despite the positive
earnings news, shares in the company slid as investors continued to show some apprehension over Hargreaves’
heavy investment in its platform technology, which is slated to cost £50m to £55m this financial year and £225m
by the end of 2026.

While an AGM trading statement from RWS Holdings (-5.4%) maintained financial guidance for the year to 31
September 2023, it now needs higher growth in the second six-months in order to achieve it. The intellectual
property support services provider commented that certain client projects have been postponed to the second
half of the year, partly due to the delayed implementation of the EU’s Unitary Patent scheme.

Positive contributors included:
John Wood Group (+38%), BP (+14%), Spectris (+9.9%), TP ICAP (+9.3%) and IMI (+7.6%)

Negative contributors included:
Domino’s Pizza Group (-8.8%), Integrafin Holdings (-9.4%), YouGov (-7.8%), Hargreaves Lansdown (-6.7%) and
Future (-6.8%).



Discrete years' performance** (%), to previous quarter-end:

Past performance does not predict future returns

Liontrust GF Special Situations C3 Inst Acc GBP -12.3% 19.3% -1.4% 21.7% -2.4%
FTSE All Share 0.3% 18.3% -9.8% 19.2% -9.5%
De Dec-16  Dec-15  Dec-14
Liontrust GF Special Situations C3 Inst Acc GBP 15.4% 16.6% 12.5% 1.3% 18.8%
FTSE All Share 13.1% 16.8% 1.0% 1.2% 20.8%

*Source: Financial Express, as at 31.01.2023, total return (net of fees and income reinvested), sterling terms, C3
institutional class. Non fund-related return data sourced from Bloomberg.

**Source: Financial Express, as at 31.12.2022, total return (net of fees and income reinvested), primary class.
Investment decisions should not be based on short-term performance.

Key Features of the Liontrust GF Special Situations Fund

Investment objective & policy? The investment objective of the Fund is to provide long-term capital
growth by investing in mainly UK equities using the Economic
Advantage investment process. The Fund invests at least 80% in
companies traded on the UK and Irish stock exchanges. The Fund is not
restricted in choice of investment in terms of company size or sector.
The Fund has both Hedged and Unhedged share classes available. The
Hedged share classes use forward foreign exchange contracts to
protect returns in the base currency of the Fund.
Recommended investment horizon | 5 years or more

Risk profile (SRRI)? 5
Active/passive investment style Active
Benchmark The Fund is considered to be actively managed in reference to the FTSE

All Share Index (the “Benchmark”) by virtue of the fact that it uses the
Benchmark for performance comparison purposes. The Benchmark is
not used to define the portfolio composition of the Fund and the Fund
may be wholly invested in securities which are not constituents of the
Benchmark.

Notes: 1. As specified in the KIID of the fund; 2. SRRI = Synthetic Risk and Reward Indicator. Please refer to the
KIID for further detail on how this is calculated.

For a comprehensive list of common financial words and terms, see our glossary at:
https://www.liontrust.co.uk/glossary



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

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.

The issue of units/shares in Liontrust Funds may be subject to an initial charge, which will have an impact on the
realisable value of the investment, particularly in the short term. Investments should always be considered as long
term.

A proportion of the portfolio is invested in smaller companies and companies traded on the Alternative Investment
Market. These stocks may be less liquid and the price swings greater than those in, for example, larger companies.

Disclaimer

Non-UK individuals: This document is issued by Liontrust International (Luxembourg) S.A., a Luxembourg public
limited company (société anonyme) incorporated on 14 October 2019 and authorised by and regulated as an
investment firm in Luxembourg by the Commission de Surveillance du Secteur Financier (“CSSF”) having its
registered office at 18, Val Sainte Croix, L-1370 Luxembourg, Grand Duchy of Luxembourg and registered with the
Luxembourg trade and companies register under number B.238295.UK individuals: This document is issued by
Liontrust Fund Partners LLP (2 Savoy Court, London WC2R 0OEZ), authorised and regulated in the UK by the Financial
Conduct Authority (FRN 518165) to undertake regulated investment business. This is a marketing communication.
It 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. 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.
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