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The contribution from the Japanese equity allocation was 

significant. The market was one of few to rise over the month. The 

allocation presents a somewhat unique opportunity to benefit from 

improving corporate profitability generally while still offering 

value on traditional metrics. 

The steady return component of the portfolio is designed to deliver 

growing cash-flow from assets with solid underpinnings, such as 

bridges in the case of infrastructure or strategic location in the case 

of property. While the contribution was negative for the month 

and only modestly positive for the quarter, the underlying asset 

performance is robust resulting in dividend increases; for example 

LXi REIT, the long lease commercial property specialist has 

announced robust rent collection, rent reviews consistent with 

targeted inflation linked uplift and a dividend increase to a level 

consistent with the pre-pandemic level. 

We are concerned about the valuation headroom in some asset 

classes but the quality of the holdings within the portfolio bodes 

well for the long-term outlook. In the short term, even if valuations 

have some impact, our broad expectation is for further economic 

recovery and economically sensitive sectors to advance in tandem 

with this.

Pull-backs in equity and commodity markets during the month were 

not sufficient to erase strong gains for the third quarter. Traditionalists 

may point to quarter end profit-taking. To be sure, there are headline 

pressure points to encourage caution – a presidential election in 

America, Brexit outcomes, stimulus status confirmation and reaction 

to the anticipated surge in virus cases. Meanwhile economic data is, 

at the margin improving with Purchasing Manager Indices generally 

above the critical 50 level and employment figures stabilising. This 

combines with measured corporate commentary. After such a rapid 

change in the corporate landscape it is natural for the paths of financial 

markets and underlying fundamentals to diverge. At this point, a 

narrowing would be welcome. 

The decline in the MSCI World Equity Index was -3.4% in US dollar 

terms although renewed sterling weakness lessened the impact to 

the GBP based investor, bond yields remain at historical lows and 

precious metals lost a little of their lustre albeit they remain standout 

performers for the year to date. Against this backdrop, the portfolio 

appreciated by 1.1% for the month and 2.3% for the quarter.

Equity holdings were the principal contributor to performance. The 

financially sound, internationally diversified holdings in Global 

Leader companies continued to perform well as a group. A standout 

in terms of price performance was Renishaw; the leader in precision 

measurement provided a set of results which confirmed the extent of 

challenge presented by the current period and highlighted an ability to 

adapting to meet these challenges, in no small part aided by a balance 

sheet which carries net cash rather than debt. That the share price can 

shrug off cancellation of the dividend to make new highs is testament 

to Renishaw’s strategy of investment and pursuit of excellence.

 Fergus Shaw



Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD
2020     1.3%      (2.4%)    (6.7%)     4.0%       6.8%      2.6%       0.0%      1.3%       1.1%                                            7.7%

2019 (0.4%) 1.7% 1.3% 1.3% (2.1%) 2.5% 1.1% (1.3%)  (1.1%)     (0.1%) 2.0% 0.7% 5.8% 

2018 0.1% (1.3%) (2.5%) 2.0% 2.4% (1.1%) 2.7% 0.8% (1.2%) (3.8%) 0.3% (3.8%) (5.8%)

2017 1.4% 1.8% 1.3% 1.3%  1.7% (0.6%) (1.0%) 1.2% (1.7%) 3.1% (0.5%) 0.8% 9.8%

2016 (2.8%) 1.5% 0.0% 0.9% (0.2%) 3.8% 2.7% 0.1% 1.1% 0.5% (3.0%) 1.5% 6.1% 
2015 1.1% 1.3% 1.1% (0.5%) 1.6% (2.7%) 1.2% (2.7%) (3.3%) 2.4% 2.0% 0.1% 1.4%

2014 (2.2%) 2.2% (0.1%) (2.3%) 2.4% 0.4% 0.3% 0.7% 2.1% 0.2% 3.0% 0.3% 5.4%

2013 5.6% 2.7% 1.7% 1.5% 2.2% (1.7%) 2.3% (2.9%) (0.1%) 2.3% 0.9% 0.6% 15.8% 
2012 1.5% 1.0% (0.3%) (1.0%) 1.1% (1.5%) 0.5% 0.1% 0.2% (0.2%) 0.9% 2.4% 3.0%

2011 (1.5%) 0.4% 0.1% (0.2%) (0.5%) 0.2% (1.2%) 0.0% 0.2% (0.1%) 1.1% (1.5%) (3.7%)

Monthly Table

Allocation by Theme Top Equity Holdings 
Cerno Global Leaders Equity Strategy   31.5%

iShares Core MSCI Japan     8.5%

Baillie Gifford Global Discovery    7.4%

BB Healthcare                                  6.3%

Matthews China Small Companies    5.8%

Top Non-Equity Holdings 
HICL Infrastructure     5.6%

Hipgnosis Songs                            5.2%

Wisdomtree Physical Gold     5.1%

Warehouse REIT                         4.4%

Sequoia Infrastructure                         4.0%

Performance

Performance Since Inception

Year ended                         Sep 20                  Sep 19                 Sep 18                  Sep 17               Sep 16  

Performance      10.5%       -4.6%        5.4%                    5.1%                  12.0% 
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Disclaimer for Cerno Unconstrained: Cerno Unconstrained Fund (the “Fund”), which is a sub fund of TM Cerno Investment Funds, is organised under 
the laws of the United Kingdom and qualifying as an undertaking for collective investment in transferable securities (“UCITS”) under Directive 85/611/
EEC (as amended) and is regulated by the Financial Conduct Authority. This document is issued by CERNO CAPITAL PARTNERS LLP and is for private 
circulation only. CERNO CAPITAL is authorised and regulated by the Financial Conduct Authority in the United Kingdom. The information contained in 
this document is strictly confidential and does not constitute an offer to sell or the solicitation of any offer to buy any securities and or derivatives and may 
not be reproduced, distributed or published by any recipient for any purpose without the prior written consent of CERNO CAPITAL PARTNERS LLP. The 
value of investments and any income generated may go down as well as up and is not guaranteed. You may not get back the amount originally invested. 
Past performance is not necessarily a guide to future performance. Changes in exchange rates may have an adverse effect on the value, price or income of 
investments. There are also additional risks associated with investments in emerging or developing markets. The information and opinions contained in this 
document are for background purposes only, and do not purport to be full or complete. Nor does this document constitute investment advice. No representa-
tion, warranty, or undertaking, express or limited, is given as to the accuracy or completeness of the information or opinions contained in this document by 
CERNO CAPITAL PARTNERS LLP, its partners or employees and no liability is accepted by such persons for the accuracy or completeness of any such 
information or opinion. As such, no reliance may be placed for any purpose on the information and opinions contained in this document.

Cerno Capital Partners LLP  34 Sackville Street, London, W1S 3ED                                           Telephone: +44 (0) 207 036 4110   Website: cernocapital.com

NAV/Share Class A             £10.95

Fund Size (£mn)                    £26.2mn

Currency Share Class       GBP (Base)

Administrator        Maples Fund Services (Ireland) Limited

Fund Custodian        Sumitomo Mitsui Trust (UK) Limited

Fund Legal Structure       ICAV

Inception Date - Fund           February 2009

Ongoing Charges        Management Fee 1.00% 
         Allocated manager’s Fees 0.21%
         Other Fees (Inc running costs) 1.04%
         OCF 2.25%

Contact         Tom Milnes
         0207 036 4126
         tom@cernocapital.com

Fund Data 

ISIN: 

IE00BDFBSX70

IE00BDFBSY87

IE00BDFBSZ94

IE00BDFBT015

IE00BFZ90732

SEDOL:

BDFBSX7

BDFBSY8

BDFBSZ9

BDFBT01

BFZ9073

Bloomberg:

KBACUAG

KBACUBG

-

KBACUDU

KBACUEU

A Acc

B Acc

C Acc (EUR)

D Acc (USD)

E Acc (USD)
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