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We can’t change what happens with the economy,  
but we do have a choice what shares we invest in

After last week’s depressing tone I’ve virtually  
nothing to say about the general market and the 

economy this week, as nothing has changed and I don’t 
want to be gloomy.

We can’t change what happens with the economy, but 
we do have a choice what shares we invest in, so I’ve  
decided to just talk about companies this week.

There will be no report next week as I’m on holiday, but 
I will return in two weeks’ time when we will know the 
results of the US election and therefore there should be 
plenty to talk about.
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Phil Oakley’s Weekly Round-Up

Fantasy Sipp & UK Quality shares performance
                    Portfolio total returns (%)  
 1 month Year to date 1 year 2 years

Scottish Mortgage Investment Trust 10.9 80.8 120.0 118.0

LF Blue Whale Growth Fund 4.1 25.3 33.8 52.7

Smithson Investment Trust 6.6 21.3 30.5 54.3

Martin Currie Global Portfolio Trust 3.1 16.9 27.0 47.3

Fundsmith Equity T Acc 4.5 15.4 20.7 38.9

Mid Wynd International Inv Trust 6.5 12.6 18.8 37.3

Vanguard S&P 500 ETF 4.4 9.3 15.8 27.8

Phil Oakley Fantasy Sipp 2.2 8.5 17.0 44.2
Lindsell Train Global Funds 1.1 4.5 6.4 22.5

Castlefield CFP SDL UK Buffettology Fund 5.4 -4.8 5.5 14.1

Phil Oakley UK Quality Shares 3.6 -5.0 – –
Finsbury Growth & Income Trust 0.9 -6.9 -4.1 13.1

Vanguard FTSE 250 UCITS ETF 5.8 -18.0 -11.0 -1.2

FTSE All-Share - Total Return 1.4 -19.8 -14.7 -8.7

Vanguard FTSE 100 ETF 0.3 -20.9 -15.9 -10.0
Source: SharePad
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Moneysupermarket.com
Investing can be very humbling when things go wrong. 
I’ve learned over the years not to get emotionally attached 
to stocks and to be brutally honest with yourself when 
things go wrong.

We will all make mistakes as investors and I have made 
plenty this year with the UK Quality Shares portfolio. I 
bought businesses whose resilience was found out by the 
coronavirus (such as WH Smith, Intercontinental Hotels 
and Greggs) and have sold very high-quality businesses 
(Games Workshop and AJ Bell) just because they were 
expensive. 

Business quality trumps everything as far as I am  
concerned and in a low interest world what might have 
previously been seen as expensive is actually fair to  
reasonable value. Holding on to good businesses is a must 
and is a discipline I intend to stick to as I have with  
companies such as Avon Rubber.

MoneySupermarket (MONY) is now added to the list  
of bad choices. The business has a lot of favourable 
characteristics. It is the market leader in price comparison 
websites and is essentially a leveraged play on an IT  
system and website and is very profitable and cash- 
generative as a result. I bought in at 310p back in April.

Thursday’s third-quarter trading statement was a 
shocker with revenues down across the board and  
developments within the business that I see as worrying.

Car insurance switching has been reasonably resilient, 
but has not grown. Travel Insurance revenues have been 
demolished by Covid-19 and this is not likely to recover 
any time soon, but it will eventually.

Lenders are increasingly worried about the capability of 
borrowers to pay them back and are therefore not lending 
as much. This has seen revenue from the Money division 
collapse and is a trend that I can see getting worse before 
it gets better. 

Home services has seen a subdued market for energy 
switching where activity has weakened significantly in 

Source: Moneysupermarket
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recent weeks. I had a look at switching energy supplier 
a few weeks ago and can only agree with the company’s 
comments that the cost savings from doing so don’t add 
up to much unless you want to switch to a company 
you’ve never heard of.

Overall revenues fell by 16 per cent in the third quarter 
and are now down 11 per cent year to date. Consensus 
forecasts for the year to December are for an 8 per cent 
decline in revenues. This is a business with largely fixed 
costs so the operational gearing is big and profit  
downgrades could be significant.

I was surprised that the share price was only down by 
4-5 per cent on Thursday morning, but I have decided I 
cannot stick with the shares as I think that any earnings 
recovery will take some time and sold the entire holding 
from the portfolio at 250p.

AJ Bell
AJ Bell (AJB) is a business that I know a reasonable 
amount about as a customer and, as a result, I like it. Its 
platform is easy to use and offers pretty much everything 
you need as a private DIY investor at a fair price. The  
customer service in my experience is also very good.

Its fees are cheaper than Hargreaves Lansdown’s (HL.) 
and I have never been bombarded with lots of fund tips 
which earn it lots of fees and would arguably put its  
interests ahead of mine.

The business make-up is slightly different to Hargreaves’ 
in that the bulk of AJ Bell’s assets under administration 
come from its advisory business. However, its direct to 
consumer platform (the business most similar to HL’s) is 
doing well and is growing its customer numbers and  
assets under administration (AUA) quite nicely.

Moneysupermarket: current forecasts
  Year (£m) 
 2020 2021 2022

Turnover 357.4 385.4 413.2

Ebitda 112.9 133.2 146.7

Ebit 93.7 114.3 128

Pre-tax profit 92 108.1 124

Post-tax profit 74.5 90.3 101.1

EPS (p) 13.8 16.4 18.6

Dividend (p) 10.9 11.6 12.8

Capex 15 15.1 15.7

Free cash flow 71.5 93.9 103.3

Net borrowing -33.3 -64.6 -99.2
Source: SharePad



www.investorschronicle.co.uk
email: icalpha.editorial@ft.com
© The Financial Times Limited 2020. Investors Chronicle is a trademark of The Financial Times Limited. 

4

Over 52,000 customers have been added over the past 
year, which represents an increase of over 43 per cent. 
Given that HL’s customer numbers have been holding up 
quite well, my guess is that AJ Bell is taking share from 
other competitors.

Both the advisory business and direct to consumer have 
seen healthy inflows of money with assets which have 
accounted for virtually all of the growth in AUA given very 
subdued UK financial market performance. Total AUA 
grew by 11 per cent and are just under £50bn.

This is a business with largely fixed costs and is a play 
on scale. Growth in AUA multiplied by a percentage fee is 
the main driver of revenue and profits growth and this all 
looks to be heading in the right direction.

I like the way this company has positioned itself with 
customers and think it is well placed to pick up customers 
and benefit from growth in its markets. People in general 
need to save and invest more to provide for the retirement 
or education and AJB is in a good place in this respect. 

Service quality is key in this business and at the  
moment this company seems to be doing this well. Any 
fallout from the current investigation into HL’s handing of 
the Woodford saga will probably not do AJ Bell’s business 
any harm.

It must not be forgotten that it is a business which  
represents a geared play on financial markets. Given the 
dire performance of the UK stock market in 2020, AJ Bell’s 
resilience in this area is a good sign but may not always 
hold up.

There’s a lot to like about this company and its shares 
but they remain very expensive –  even by quality  
investors’ standards – trading on a 2021F PE of 47.5 times 

Source: AJ Bell
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at 404p. They have held up reasonably well in a bad UK 
market and are down 4.7 per cent in total returns terms  
in 2020, but without meaningful profit growth and  
forecast upgrades the valuation is likely to stop them  
making meaningful progress for a while.

Unilever
Unilever (ULVR) is a share that I reluctantly hold in  
both fantasy portfolios, essentially for its defensive  
characteristics and the lack of attractive alternatives. 

Don’t get me wrong, it’s a good business with some great 
consumer brands, but I think it’s being run for cash like 
it’s owned by a private equity firm and consequently lacks 
enough innovation and meaningful revenue growth.  
With the exception of its beauty products, I continue to 
believe that a lot of its business is very vulnerable to an 
increasingly impressive range of private-label competitors.

Its third-quarter trading update reads well as its key 
hygiene products such as Lifebuoy soap and Domestos 
bleach continue to see very strong sales growth on the 
back of Covid-19. Food brands and ice cream sales for 
consuming at home are also doing well.

Skin cleansing products have seen 19 per cent sales 
growth, while home and hygiene sales have seen high 
teens sales growth.

There are also some welcome signs of new product 
launches which tap into growing markets such as an  
antibacterial Dove soap and Hellman’s vegan mayonnaise.

Elsewhere, deodorant and skin care sales are still falling 
but at a slower rate than previously, while laundry and 
hair products have returned to growth.

It is good to see growth being driven by volumes, but I 
note that price-cutting in home care has increased, which 
is no bad thing as volumes have responded very well.

AJ Bell: current forecasts
  Year (£m) 
 2020 2021 2022

Turnover 119.6 122.9 132.8

Ebitda 57.1 48.9 53.4

Ebit 51.3 44.6 48.2

Pre-tax profit 45.8 43.4 46.1

Post-tax profit 35.6 33.4 37

EPS (p) 8.9 8.5 9.3

Dividend (p) 5.5 6 6

Capex 1.6 2 3

Free cash flow 32.7 35.7 40.7

Net borrowing -85 -85.4 -96.1

NAV 96.8 107.7 120.4
Source: SharePad
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Emerging market sales are recovering led by China 
whilst sales in America have been very strong. Price  
deflation remains an ongoing problem in Europe.

This good performance in underlying sales growth has 
been spoiled by a big currency hit. As a result underlying 
growth of 4.4 per cent has fed through to an actual sales 
decline of 2.4 per cent. Swings in exchange rates are part 
and parcel of investing in a global business such as  
Unilever and investors have to accept that sometimes it 
works for them and also against them.

My key concern for Unilever is that its sales growth is 
being flattered by positive Covid-19 effects in parts of its 
business that won’t last forever. It is also true that the  
declines in food sales to outdoor markets will benefit 
when this chaotic situation ends.

I still struggle to see the long-term revenue growth  
attractions of this business but its stability and dividend 
paying characteristics are still enough to keep many  
investors happy for now. I am encouraged by the new 
product launches and hope this is a sign of things to 
come.

Source: Unilever

Source: Unilever
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Bellway
Investors know that house builders’ profits have been 
hammered by the UK lockdown in the spring. It’s what 
happens next that matters.

As I’ve mentioned in recent weeks, I think the next six 
months look like being good for the sector. There is a lot 
of pent-up demand from buyers who have been given a 
nice temporary helping hand from the scrapping of stamp 
duty on purchases up to £500,000. The last few months of 
the existing Help to Buy seem to be encouraging people to 
take advantage of it.

I’ve thought for a while that the good times for builders’ 
profits in this cycle have gone. It’s getting more difficult  
to increase selling prices and cost inflation remains a 
challenge. This is only going to get harder. Rising  
unemployment is a real risk but it is the end of Help to 
Buy at the end of March next year that has got builders 
worried along with a tightening of the mortgage market 
and reports that house values are being valued down for 
mortgage purposes.

Bellway (BWY) is sensibly planning for a new world that 
is less favourable to it. This is evidenced in its land buying 
last year where it bought just under 12,000 plots with an 
expected average selling price of £280,000 compared to its 
current expectation for this year of achieving £290,000.

This shifting of the landbank towards more affordable 
homes makes a lot of sense but nearly half Bellway’s plots 
with planning permission have assumed average selling prices 
that are above the price caps for the new Help to Buy scheme.

Source: Bellway

Unilever: current forecasts
  Year (€m) 
 2020 2021 2022

Turnover 50,407.10 51,556.00 53,139.40

Ebitda 11,445.90 11,820.70 12,260.00

Ebit 9,589.10 9,923.60 10,381.10

Pre-tax profit 9,061.00 9,437.20 9,975.90

Post-tax profit 6,378.90 6,619.70 6,936.30

EPS (c) 244.3 254.2 267.5

Dividend (p) 150.6 159.7 171.1

Capex 1,346.90 1,595.50 1,656.70

Free cash flow 6,505.20 6,729.80 7,396.50

Net borrowing 22,536.70 21,280.50 20,803.30
Source: SharePad
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Here are the current price caps under the scheme.

This is how Bellway’s current landbank stacks up 
against them.

Source: helptobuy.gov.uk

Source: Bellway
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I think it’s interesting that in areas of the country where 
prices are cheaper, Bellway’s landbank seems to be least 
well positioned relative to the price caps. Whether these 
plots end up being harder to shift only time will tell.

At the moment, the company is clearly confident that 
the carrying value of land on its balance sheet is  
realistic. Current buoyant market conditions suggests so 
but the risk of impairments next year if trading conditions 
get tougher needs to be closely watched.

This year’s numbers look relatively safe given the strong 
order book of £1,869.6m and the expectation of selling 
9,000 homes at an average selling price of £290,000. 
Expectation of further profit increases from 2021 onwards 
look less secure.

Reckitt Benckiser
Reckitt Benckiser (RB.) has a more favourable  
portfolio of brands to capitalise on Covid-19 than  
Unilever and seems to be making the most of it. 

While I continue to believe that many of its products 
can be substituted by equally good or better private-label 
products, there can be no doubt that at times like this  
consumers across the world have flocked to long  
established brands that they trust. I have to say that 
whilst some of the current trading patterns are  
exceptional I think that Reckitt has demonstrated the 
power of its brands superbly well and deserves a great  
deal of credit.

The company has seen huge demand for its Lysol and 
Dettol disinfectant products which have been sold in 19 
new markets this year. More people staying and working 
at home has also seen strong sales of Finish dishwasher 
products and Air Wick air fresheners. 

Bellway: current forecasts
  Year (£m) 
 2021 2022 2023

Turnover 2,667.50 2,877.60 3,070.10

Ebitda 429.3 484.7 538.7

Ebit 426 481 531.5

Pre-tax profit 411.8 469.8 520.8

Post-tax profit 338.4 379 423.5

EPS (p) 266.3 309 348.9

Dividend (p) 91.1 113.4 126.6

Capex 7.5 6.5 8.1

Free cash flow 162.4 236.4 262.9

Net borrowing -90.3 -321.2 -448.9

NAV 3,241.00 3,514.00 3,772.70
Source: SharePad
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Like-for-like (LFL) sales growth in the third quarter and 
year to date continues to be impressive. This has largely 
been driven by volume (people buying more products), 
but there have been some positive price and mix effects 
as well. Even the infant formula business which has been 
underwhelming since the company paid a small fortune 
for it has seen a pick up in performance.

Volume growth in North America continues to be very 
good and is powering the group’s performance.

The company now thinks that LFL sales growth for the 
year as a whole will be low double digits compared with 
high single digits previously expected. The challenge now 
is to hang onto the market share gains it has made. 

RB’s strategy is to take out £2bn of costs over the next 
few years and reinvest the savings into lower prices to 
drive sales growth. It has made a good start taking £300m 
out this year, which is more than its target. Cutting prices 

Source: Reckitt Benckiser
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will come at the expense of profit margins in the short 
term, but if higher sales volumes are achieved then  
operational gearing will drive them back up again.

I feel that perhaps I have been a bit too downbeat on 
Reckitt. It’s early days, but the newish CEO seems to have 
made a very good start to his job and put the company on 
a more favourable track than it was a year or so ago. The 
shares remain in both fantasy portfolios.

Bioventix
Bioventix (BVXP) is an extremely profitable company. It 
makes sheep monoclonal antibodies and sells blood  
testing kits that are used to diagnose a variety of medical  
conditions. Based out of a laboratory in Surrey with a 
small team of scientists, this company generated £10.3m of 
revenues in the year to June 2020 which dropped through 
to pre-tax profits of £8.23m. This makes it one of the most 
profitable companies that you can find listed on the UK 
stock exchange.

The shares have been a tremendous investment as  
the company has developed a reputation for under  
promising and over delivering. It generates huge amounts 
of free cash flow and has very little need for capital  
investment. This means that most of the free cash flow 
ends up in shareholders’ pockets. A second half-year  
dividend of 52p per share (43p) was declared in this 
week’s full-year results along with a special dividend of 
53p per share (47p).

The key issue with this company remains where it will 
get its source of sustainable revenue and profits growth 
from. Its Vitamin D antibody makes up nearly half its 
revenues and demand for it is expected to plateau going 
forward (despite growing 10 per cent last year).  
NT-proBNP which is used to detect heart failure will see 
revenues end in July next year and accounted for nearly  
12 per cent of revenues. Throw in a strengthening of 
sterling (most of its revenues are billed in US dollars) and 

Reckitt Benckiser: current forecasts
  Year (£m) 
 2020 2021 2022

Turnover 13,975.00 13,876.90 14,412.40

Ebitda 3,707.40 3,669.10 3,921.70

Ebit 3,286.20 3,228.10 3,474.40

Pre-tax profit 2,992.10 2,931.40 3,226.00

Post-tax profit 2,287.50 2,253.80 2,458.70

EPS (p) 322.2 318.2 347.7

Dividend (p) 176.2 176 181.5

Capex 503.4 606.6 577.5

Free cash flow 2,265.90 2,010.30 2,372.70

Net borrowing 10,133.60 9,601.70 8,460.60
Source: SharePad
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fewer diagnostic test in hospitals because of Covid (which 
reduces royalty income) and the company faces quite a 
headwind. 

Troponin – an antibody that is used to detect heart  
attacks – does have significant potential to make a major 
contribution to revenues and profits and sales of it by  
Siemens are beginning to pick up significantly. The  
company also seems upbeat on the potential of a  
pollution exposure product but this is not expected to 
make any contribution until 2025 at the earliest.

Bioventix has also sounded a cautious note on the 
competitive threat to its sheep antibodies from rabbit and 
synthetic antibodies. These will not threaten existing  
revenues but may have the potential to stop sheep  
antibodies taking new business.

My gut feeling is that Bioventix will struggle to grow 
much next year. Taken in that context, the shares at 
£42.05 trade on a very expensive 30.5 times trailing EPS. 
That said, I am happy enough to hang on to these shares 
in the UK portfolio as it represents a scarce and unique 
asset in the stock market that could well pay off over the 
next five years.
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