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This commentary covers the period 1st July 
to 30th September 2022 and, when thinking 
about events across the world over the summer 
months, it is difficult to know where to start. In 
our Q2 2022 review, we noted that the unhappy 
combination of factors which affected markets 
early in the year continued into the summer; 
Russia’s invasion of Ukraine, the lingering 
pandemic and an extremely challenging 
energy market in Europe all contributed to 
dramatic rises in inflation. For many investors, 
the first six months of the year were the most 
challenging  for developed market equities in 

1.  https://tradingeconomics.com/united-kingdom/currency

2.  https://tradingeconomics.com/euro-area/currency

3.  https://www.forbes.com/advisor/investing/strong-dollar/

decades. The third quarter was certainly 
no better and arguably even worse, as we 
experienced greater volatility in markets as 
a consequence mainly of the fast-moving 
situation in Ukraine. Most importantly, our 
thoughts remain with those involved in and 
affected by that awful conflict. 

For investors, there were very few 
places to hide although one sanctuary 
against global turmoil was the US 
Dollar, against which many other major 
currencies fell. The Pound’s decline against 

the Dollar attracted a lot of media attention. At 
the start of this year, £1 equalled $1.34 but this 
fell to around $1.21 on July 1st and dropped 
to around $1.03 intra-day towards the end of 
September in response to the new chancellor’s 
“fiscal event” – of which, more below1. The Euro 
hit a 20-year low of $0.95 on September 27th 
as investors worried whether the ECB will be 
able to fight against inflation while protecting 27 
economies all at increasing risk of recession. We 
think that the European Central Bank will keep 
lifting interest rates for the rest of this year after 
Euro Area inflation hit an all-time high of 10% in 

September, well above its self-imposed target of 
2%2.

Why was the US Dollar so strong versus 
other major currencies? Partly because it is seen 
as a safe haven in the current market turmoil 
but also because the Federal Reserve has this 
year adopted a more hawkish monetary policy 
in response to rapidly rising inflation. It increased 
rates from near zero at the beginning of 2022 
to a range of 3.0% and 3.25% at the September 
FOMC meeting3.

Already a concern in many markets before 
the invasion, inflation has risen significantly this 
year as commodities such as oil, gas, fertiliser 
and wheat all saw supply chain disruptions and 
price rises as a consequence of the conflict. 
However, we sense that price rises are topping 
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   For many investors, 
the first six months of 
the year were the most 
challenging  for developed 
market equities in decades.



M A RKET COMMENTARY      18  O c t  2022

3

out as monetary policy tightens, supply chains 
reorganise and wholesale energy prices reduce. 
In August, US inflation was 8.3%, down from a 
peak of 9.1% in May4. UK inflation was down a 
little from 10.1% in July to 9.9% in August, the 
first time in nearly a year that the rate of inflation 
fell5. In the Euro Area, inflation is proving harder 
to shift, rising throughout the quarter, from 
8.9% in July to 10.0% in September, reaching 
double digits for the first time ever. Among the 
bloc's biggest economies, Germany recorded 
the highest inflation rate (10.9% vs 8.8%), 
followed by Italy (9.5% vs 9.1%) while inflation 
in both Spain (9.3% vs 10.5%) and France  
(6.2% vs 6.6%) slowed6.

At home, there was much to occupy us, 
especially in September. The nation mourned 
as we lost HM Queen Elizabeth II after more 
than 70 years, the longest reign of any British 
Monarch. One of Her Majesty’s final duties 
was to greet her fifteenth Prime Minister Liz 
Truss. Her first, in 1952, was Winston Churchill. 
Liz Truss replaced Boris Johnson as Leader 
of the Conservative Party and therefore PM 
after an interminable selection process which 
contributed to what many saw as a leadership 

4.  https://tradingeconomics.com/united-states/inflation-cpi

5.  https://tradingeconomics.com/united-kingdom/inflation-cpi

6.  https://tradingeconomics.com/euro-area/inflation-cpi

7.  https://www.ft.com/content/b47e542c-de63-4f49-8ec6-9a459d28fe97

8.  https://commonslibrary.parliament.uk/research-briefings/cbp-9309/#:~:text=Current%20estimates%20of%20the%20cost,per%20person%20in%20the%20UK.&text=Official%20figures%20
show%20that%20spending,the%20pandemic%20for%20that%20year

9.  https://www.schroders.com/en/us/institutional/insights/multi-asset/quarterly-markets-review---q3-2022/

vacuum in a time of national crisis. Over what 
felt like a warmer-than-average summer, 
British businesses and householders worried 
about the rapidly increasing price of gas and 
electricity and phrases such as “heat or eat” 
became part of the national discourse. Clearly, 
something needed to be done and one of Ms. 
Truss’s first actions was to introduce the Energy 
Price Guarantee Scheme, designed to put a lid 
on bills for six months in the case of businesses 
and two years for domestic users. The Financial 
Times describes this initiative as “the biggest 
state intervention in modern history to shield 
British households from soaring energy bills”7. 
The Scheme could cost the taxpayer up to £150 
billion, depending on wholesale energy prices. 
Then, towards the end of September, came 
the Chancellor Kwasi Kwarteng’s “Fiscal event” 
(not a Budget) which was very much intended 
to stimulate growth but ended up panicking the 
markets as investors worried how the nation 
will pay for all these measures, along with the 
energy price cap and the estimated cost of 
pandemic measures (at least £310 billion)8. After 
a rally in late September, UK stocks ended the 
quarter down 3.45%.

In the US, Real GDP fell in both Q1 and 
Q2 this year – evidence of a recession - and 
equities endured a difficult Q3, especially after 
the Jackson Hole summit of federal bankers in 
August, which restated a commitment to fighting 
inflation with interest rates. Positive news, such 
as the August non-farm payroll report9 helped 
equities to edge ahead of Q2 levels by 3.46%.

In the Eurozone, the economy weakened, 
and every equity sector of note saw declines 
in Q3, as governments and investors worried 
about energy supplies and the conflict on 
their doorstep. The Europe ex-UK index was  
down 2.33%. 

China remains hamstrung by President Xi’s 
Zero Covid policy, which means lockdowns and 
daily testing are still a feature of daily life. There 
is also the ongoing tension between China and 
Taiwan, which contributed to weak market data. 
Although it has not seen high levels of inflation, 
the Japanese economy had a lackluster quarter, 
but its citizens were more focused on the 
shocking assassination of their inspirational 
former Prime Minister, Shinzo Abe.

ASSET CLASS PERFORMANCE

Sources: Castlefield, Pershing and Alpha Terminal from 30/9/21 to 30/9/22

NASDAQ UK Index UK CPI NASDAQ Global ex-UK Index British Government Gilt Index

Past performance is not necessarily an indicator of future performance. Returns are not guaranteed. With investment your capital is at risk. 
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Will board rooms ‘come home’? 

Eagle-eyed readers may have noticed that this 
column took a break last quarter; the thematic 
review returns this quarter however, even if 
staying studiously away from recent political 
developments here in the UK as much for your 
author’s sanity as well as your own. They’re 
covered elsewhere, in our market and fund 
commentaries. 

The origin of this article came on the last 
Sunday evening of July while watching The 
Lionesses – a.k.a. the England Women’s football 
team – playing in, and winning, the Women’s 
European Championship held on home turf. 
For those of you familiar with the 1996 song 
‘Football’s Coming Home’, it was the pre-cursor 
to the England Men’s football team falling short 
when hosting the European Championship held 
that summer. The refrain after this summer’s 
tournament was that it was the women that 
had finally brought football home. Very true, 
very laudable – and what a fantastic series 
of performances – yet it masked the fact 
that the success of that group of women is 
almost despite the hurdles the women’s game  
has faced. 

One of the successes of this summer’s 
tournament was the location of the matches in 
the earlier rounds, taken all around England and 
to communities which rarely get the chance to 
see elite international football on their doorstep. 
Smaller stadia than are usually used for the 
equivalent men’s tournaments, yet stadia that 
welcomed rapturous and enthusiastic crowds. 
It subsequently transpired that the owners of 
some of the larger stadia were approached 

1.  https://www.theguardian.com/football/2022/jun/13/how-the-fa-banned-womens-football-in-1921-and-tried-to-justify-it

2.  https://www.thefa.com/news/2021/oct/11/letgirlsplay-20211011

about hosting games but showed little interest. 
Little interest, that is, until it became apparent 
that there was more interest from fans in 
attending the matches than they’d anticipated 
but by which point it was too late. The unspoken 
sentiment was clear: it wasn’t worth their while 
to host a women’s football match, international 
calibre or not. 

Let’s not beat around the bush: there are 
plenty of people who believe the women’s game 
of football is inferior to the men’s equivalent. 
Their reasons are of no concern or importance. 

What is of utmost importance though is that 
women’s football in England was effectively 
banned for fifty-two years between 1921 and 
1972. The women’s game was very popular in 
1921, yet the Football Association (FA) decreed 
“that the game of football is quite unsuitable for 
females and should not be encouraged.1” 

Unequal treatment for women’s sport 
wasn’t confined to the twentieth century 
though, but still swirls around the modern day in 
various forms. Whether it be the 63 Irish women 
rugby players who felt compelled to write to the 
Irish government such was their collective lack 
of faith in the organisation and structures meant 
to support them, or the fact that only 63% of 
English schools currently offer girls' football 
in PE lessons2, or the need for someone such 

as Andy Murray in tennis regularly to correct 
journalists asking questions about achievements 
made in the sport which assume that only the 
men’s game exists, the latent discrimination is 
never far from the surface. In fairness to tennis, 
the four Grand Slam tournaments do now award 
equal prize money for both the men’s and 
women’s draws, which is progress of a fashion 
and something that many industries, including 
our own, still aspire to.

The subject of pay brings me back to where 
we began, with football. One doesn’t need to be 
an avid fan of the sport to know that the sums of 
money in the men’s game are vast, particularly 
at the elite level where earning hundreds 
of thousands of pounds a week is quite 
commonplace. What do those salaries achieve? 
In many cases, very little. One team will win the 

league, perhaps another the FA Cup, four each 
year make it into the Champions League and the 
extra financial rewards it brings (and of course 
only one winner). Three will be relegated from 
the Premier League, and it’s a fair assumption 
that the managers of some of those clubs will 
be sacked during the season. Other managers 
will also be sacked, and their replacements will 
help avoid the failure of relegation. This happens 

THEMATIC 
REVIEW

   Women’s football 
in England was effectively 
banned for fifty-two years 
between 1921 and 1972. 

   One doesn’t need to 
be an avid fan of the sport 
to know that the sums of 
money in the men’s game  
are vast.



5

THE M ATIC  REVIEW      18  O c t  2022

in the leagues below too. Put simply, there’s an 
awful lot of money spent on failure each year. 

All very interesting, you might think, but 
what’s the relevance? It struck me that football, 
like stock markets, is an industry where outsized 
rewards in exchange for average outcomes or 
failure are commonplace and where gender 
equality is still a long way from reality. We know 
that there are very few (if any?) investment 

managers in the UK who vote against executive 
remuneration proposals as often as we do. The 
important point here is that our stance and our 
policy isn’t some simple dogmatic stance on 
high levels of pay being unacceptable; rather, 
it’s that we seek to support fair pay throughout 
a company and believe it’s only fair to demand 
that larger remuneration packages are earned 
with reference to stretching targets based on 
the delivery of a long-term strategy. Is excessive 
remuneration for poor achievement any 
different whether achieved on the pitch or in  
the boardroom? 

We also know that gender representation in 
the boardroom remains a work in progress. The 
30% Club, of which we’re an active member, has 
achieved laudable success since its inception 
and has been able to expand its scope of late to 
incorporate broader measures of diversity, even 

though further scope for progress on gender 
remains to be achieved. The Hampton-Alexander 
Review was instigated by the Government 
in 2016 to focus on (the lack of) female 
representation in the board rooms of FTSE 350 
companies. The majority of companies have 
achieved the target of 33% women on boards, 
although it remains a minority where companies 
have met the 33% women in leadership target 
(the latter combining executive committee and 
direct reports to executive committees). It’s 
progress but by no means a completed goal. 

Why does this matter? It’s now generally 
accepted that having a diverse mix of voices 
around a table gives a better chance of 
succeeding at the task in hand, which for a 
company attempting to execute a long-term 
business strategy is rather important, to put 
it mildly. The systematic freshening up of 
corporate board rooms is something that ought 
to lead to better outcomes for investors if it 
means better strategic decisions are taken. The 
tendency for people of similar backgrounds 
to fall into groupthink is a stumbling block 
that can be avoided if a better mix of people is 
implemented, and better gender diversity is one 
obvious way of achieving that. 

To sum up then: the history of UK listed 
companies is one of male-dominated board 
rooms where executive members have reaped 
handsome financial rewards regardless of the 
success or failure of their strategy. The history 
of UK football is one of a male-dominated 
sport where owners and players have reaped 
handsome financial rewards regardless of the 
success or failure of their club. Not all sports 
are as lucrative as football, but the financial 
aspect is only one part of the equation. Sport 
can be a reflection on society and the evidence 
suggests that women are still fighting for fair 
representation and treatment, just as they’ve 

been fighting for better representation around 
the board room table. 

Equality isn’t a reward, it’s a right. That’s why 
striving to ensure fairness and equal treatment 
for women in all professions remains vital  
to pursue. 

Postscript: We’re also conscious of our 
own credentials on gender diversity, both for 
Castlefield as a whole and for the investment 
management arm we represent. On the latter, 
over the past ten years our growth has seen our 

gender split improve. That’s yet to feed upwards 
to gender parity at Board level, something we 
acknowledge and recognise must change, which 
it will. Of course, gender isn’t the only marker of 
diversity, and elsewhere in this report, you can 
read about a new project we’re undertaking 
to look at diversity, equality and inclusion in 
product design. Ethnic and racial inequality – 
and yes, discrimination in certain quarters – is 
again prevalent in both sport and board rooms 
and could merit a piece such as this by itself. 
Diversity, equality and inclusion is a theme we 
expect to return to regularly.

   Equality isn’t a reward, 
it’s a right.

   Football, like stock 
markets, is an industry 
where outsized rewards 
in exchange for average 
outcomes or failure are 
commonplace and where 
gender equality is still a 
long way from reality. 
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ADVISORY 
COMMITTEE 
MEETING 
HIGHLIGHTS 

The September 2022 Advisory Committee 
meeting began with a presentation from Rory 
Hammerson, manager of the Sustainable 
European Fund. He gave an overview of fund 
performance, the current geopolitical headwinds 
facing Europe and the opportunities that remain 
within the market.

The Committee then discussed succession 
planning as our original four board members will 
need to step down in 2024, due to the provisions 
set out in the Advisory Committee’s Terms 
of Reference. We have already expanded the 
Committee beyond the original four members 
and will continue to make changes over the next 
two years to ensure a smooth transition. 

Next, the Committee reviewed significant 

changes to fund holdings since the last meeting. 
In particular, they discussed a new fund holding, 
Renewi, and a recent divestment, Pennon. Renewi 
is an Anglo Dutch corporation that operates in the 
waste management industry. It treats waste and 
soil contamination, but is also involved in “waste 
to product” services, i.e. where materials are 
recycled into new products. The Committee also 
discussed the recent divestment of Pennon due 
to persistent environmental underperformance. 

The Committee then provided feedback 
on the impact and thematic reporting that  
Castlefield has developed over the past 12  
months. The reporting is designed to 
communicate better to clients the exposure of 
our funds to a range of positive themes including 

health and wellbeing, education, sustainable 
infrastructure and so on. It also demonstrates 
that our funds perform well on many social 
and environmental metrics when compared to 
representative benchmarks. 

Finally, the Committee gave feedback on a 
new diversity, equality and inclusion (DEI) paper 
that the investment team has drafted on our work 
to date in this area and our proposed next steps. 
The Committee were supportive of Castlefield’s 
intention to engage with selected companies 
on incorporating diversity considerations into 
product design.

Written by Amelia Overd
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Diversity, Equity and Inclusion (DEI) is an 
area of increasing interest, particularly heading 
out of a global pandemic which has seen existing 
inequalities polarise only further. By June 2020, 
women’s jobs were 1.8 times more vulnerable to 
the crisis than men’s jobs, according to research 
from McKinsey & Co.1 In the UK, young adults 
from an ethnic minority background are 47% 
more likely to be employed on a zero-hour 
contract than white workers – a gap which  
is widening.2

Although businesses have been faced with 
immediate challenges in the aftermath of the 
pandemic, such as the employee and customer 
health and safety, operational disruption, 
recovery planning and so on – it is vital that 
DEI is not left on the back burner. Aside from 
the obvious moral imperative for businesses 
to prioritise DEI, there is also a clear business 
case. Studies highlight the correlation between 
diverse workforces and strong organisational 
performance. Heading out of the pandemic it 
is companies welcoming diverse talents and 
multiple perspectives which are emerging in the 
strongest position.3

We engage with investee companies 
frequently on the topic and incorporate 
measures such as gender and ethnic diversity 
at board level into our voting policy. Businesses 
are increasingly under pressure to go further, 

1.  COVID-19 and gender equality. McKinsey & Company, 2020

2.  ShareAction targets financial sector to fully disclose Ethnicity Pay Gap data. ShareAction, 2022

3.  Diversity wins- how inclusion matters. Report by McKinsey & Company, 2020

4.  Diversity, Equity & Inclusion: key action areas for investors. Report by PRI, 2022

5.  What is Inclusive Product Design & How To Use It. Blackcreek, 2020

6.  Ibid

7.  Tech has a long way to go on sexism with products designed by men, for men. inews, 2019

8.  Ibid

9.  How inclusion affects product design in pharma. Pharmaceutical Manufacturer, 2021

10.  Ibid

11.  How inclusion affects product design in pharma. Pharmaceutical Manufacturer, 2021

fostering a truly inclusive business model and 
embedding DEI into the design of the products 
and services it provides.4 As such, Castlefield has 
begun to identify and engage with companies 
on inclusive product design, in a push for best 
practice within this space. During a recent 
engagement with Logitech, for example, we 
discussed inclusive product design and the 
potential to improve the accessibility of gender-
inclusive products, such as the recently released 
gaming collection suited for smaller heads and 
hands, currently marketed at a premium price. 

Inclusive product design pivots around the 
premise of “shifting the paradigm of the design 
process, so that diversity and inclusivity are 
baked in from the start” (Blackcreek, 2020).5  
Currently, this is compounded by the sheer lack 
of diversity within the design industry, which is 
still disproportionally male, and white.6 Though 
often unintentional, decisions made by such a 
narrow slice of society can lead to inequality and 
exclusion of underrepresented groups. Avoiding 
this demands a rethinking of the design process 
to ensure that no group of society is excluded or 
misrepresented.

Examples of systemic exclusion and 
inequality manifesting in products are  
ubiquitous. A particularly famous example is 
car seatbelts, which are often still configured 
to serve men who sit further back than women 

when driving, potentially putting women in 
danger.7 Another key example is the design of 
smartphones – most are too big to comfortably 
fit into the average woman’s hand.8 Racial 
prejudice is also apparent in the design of 
many products. In some instances, automatic 
taps, hand dryers and soap dispensers in 
public bathrooms have been modelled to work 
for white-skinned hands, whilst those with 
darker skin have reported difficulties using 
such products due to the sensor not detecting  
their hands.9

It is only by welcoming a variety of 
backgrounds, perspectives and opinions that 
product design teams can avoid creating 
products with exclusionary effects, given it is 
unlikely that non-diverse teams will identify 
problems that could impact a different 
demographic group than their own.10 There are 
clear ethical and safety imperatives for fostering 
inclusive product design, but the business case 
is also strong given design bias will ultimately 
result in huge, missed opportunities. Women, 
for example, make up 50% of the population 
and control 70-80% of the world’s consumer-
spending decisions.11

Written by Ellie Walley

INCLUSIVE  
PRODUCT DESIGN 
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PENNON: 
ENGAGEMENT AND 
DIVESTMENT

These are the words of Emma Howard Boyd, 
Chairperson1 of the Environment Agency, 
following the results of the 2021 Environmental 
Performance Assessment (EPA) exposing the 
poorest performance of England’s nine water 
and sewerage companies in years. The EPA 
assesses water companies across six metrics, 
before scoring each company between 1 and 
4 stars, with a 4-star rating indicating industry 
leading performance. Pollution across the sector 
hit the highest level since 2013, with 62 serious 
pollution incidents on record.2 The Environment 
Agency recognise the severity of the situation 
and penalties are due to steepen accordingly. 

Castlefield first invested in Pennon, a 
FTSE 250 listed company providing water and 
wastewater services to an overall population 
of c.3.5million across the Great South West, in 
2009. Pennon’s water and sewerage companies 
include South West Water serving a population 
of c.1.8 million, Bournemouth Water, acquired in 
20153 and serving 0.5m customers and Bristol 
Water, acquired most recently in 2021 with 1.2m 
customers.4 In 2020, Pennon sold its UK recycling 

1.  Water and sewerage companies in England: environmental performance report 2021 - GOV.UK (www.gov.uk)

2.  Water and sewerage companies in England: environmental performance report 2021 - GOV.UK (www.gov.uk)

3.  Acquisition of Bournemouth Water from Sembcorp. Pennon Plc, 2015.

4.  Pennon Annual Report, 2022

5.  Proposed sale of Viridor for £4.2 billion to KKR. Pennon Plc, 2020.

6.  Bristol Water acquisition and shareholder return. Pennon Plc, 2021

7.  Investigation into sewage treatment works - Ofwat

8.  South West Water are the latest company targeted in Ofwat investigation. Ofwat, 2022

9.  Ofwat investigation into sewage treatment works. Pennon Plc, 2022.

and residual waste business, Viridor, to private 
equity firm KKR for £4.2 billion, leaving the sole 
focus of the company on the provision of water 
and wastewater services.5  Following the sale of 
Viridor, Pennon returned a substantial sum to 
shareholders via a £1.5bn special dividend and 
also used £425m of the proceeds to acquire 
Bristol Water in 2021.6

Although regularly engaging with investee 
companies is central to our investment approach, 
South West Water’s position as one of the worst 
offenders in the sector for environmental 

performance prompted a further discussion 
with Pennon. The concerns raised during this 
engagement related to; inclusion in the Ofwat 

investigation against wastewater companies; 
persistent underperformance relative to 
industry peers; and proposed remedial action. 

Last year, Ofwat, the regulatory body for 
the water and sewerage industry, launched 
an investigation into water suppliers across 
England and Wales amid concerns that 
companies may not be treating as much sewage 
as necessary at their wastewater treatment 
works.7  Essentially, this leads to the release of 
sewage without permission to do so – a breach 
of the conditions laid out in their environmental 
permit. South West Water has since been 

included in the investigation amid concerns 
over environmental performance, sewage spills 
from storm overflows, and suggestions of a 
failure to comply with legal obligations.8  Pennon 
responded by publicly declaring that they will be 
working ‘openly and constructively’ with Ofwat 
throughout the investigation.9 

After failing to improve upon a 2-star rating 
in the EPA through 2015-20, South West Water 

   Water companies exist 
to serve the public. Their 
environmental performance 
is a breach of trust. The 
polluter must pay.1

   After failing to improve 
upon a 2-star rating in the 
EPA through 2015-20, South 
West Water were given a 
1-star rating in the 2021 EPA.
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was given a 1-star rating in the 2021 EPA, lagging 
behind sector peers.10 Pennon explained that 
although a 1-star rating is indeed unacceptable, 
this downgrade reflected increasing regulatory 
thresholds, rather than a further deterioration in 
performance. They supported this by explaining 
that the performance of industry peers had also 
fallen in the 2021 EPA. Pennon continue to target 
reductions in pollution incidents, hoping to 
receive no ‘reds’ (performing significantly below 
target) across the metrics assessed in the EPA, as 
well as the ambition to reach a 4-star EPA rating. 
Unfortunately, we remained uncomfortable with 
the persistent underperformance of South West 
Water and the failure, to date, to implement 
sufficient remediation to address this. 

Water and sewerage companies will 
continue to face huge pressure to change 
their behaviour. Ofwat recently published the 
PR24 draft methodology, which speaks of 

10.  Water and sewerage companies in England: environmental performance summary graphic 2021 (publishing.service.gov.uk)

11.  PR24 and beyond: a discussion paper on outcome delivery incentives - Ofwat

an approach centred around incentivisation, 
rewarding the most efficient companies with 
additional funding. Exemplary of this is the use 
of Outcome Delivery Incentives (ODIs) used 

by Ofwat to monitor performance, rewarding 
water companies who perform beyond their 
committed levels of service with financial 

payments.11 Benefiting from this approach will 
require water companies like Pennon to invest 
generously in infrastructure and remedial 
measures to dramatically reduce sewage 
spills from storm overflows and raise overall 
environmental performance. Given that South 
West Water ranks amongst the worst offenders 
in the sector, we felt that Pennon’s proposed 
remedial action lacked sufficient ambition, 
rigour and investment.

After consideration of the ESG risk factors, 
Castlefield further escalated the engagement 
and divested from Pennon on behalf of clients.

Written by Ellie Walley

  Given that South 
West Water ranks amongst 
the worst offenders in the 
sector, we felt that Pennon’s 
proposed remedial action 
lacked sufficient ambition, 
rigour and investment.
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ON THE ROAD AGAIN 
WITH COMPANY 
SITE VISITS

Over the past few months, we have increasingly 
seen companies reopening their doors to 
investors and the Castlefield team has been 
capitalising on this, visiting investee companies 
up and down the country. Over the past quarter 
we visited three current investee companies, 
Inspiration Healthcare, Zotefoams and CML 
Microsystems. We find these opportunities to 
“kick the tyres” of great value, offering greater 
insight into a company’s activities than often 
conveyable in a video call. It also provides the 
opportunity to meet a wider pool of employees 
and build stronger relationships. 

The initial couple of visits saw us travel 
to Croydon in South London, where we were 
first able to visit specialist medical technology 
company Inspiration Healthcare’s new facility. 
Inspiration’s products focus on the neonatal 
intensive care market and are used in the vital 
first few days of a premature or unwell baby’s 
life, such as critical support for breathing and 
temperature control. Held within our CFP 
Castlefield Sustainable UK Smaller Companies 
Fund, Inspiration fits into our Health & Wellbeing 
positive theme.

Readers may recall that we visited 
Inspiration’s old Croydon site in December 2021. 
We were impressed with the new facility, which 
the company were keen to showcase having 
been long in the planning. The 4,200m2 state 

of the art Manufacturing and Technology centre 
has c.140 people on site. Compared to the old 
location, it improves efficiency and, crucially, 
increases capacity, essentially removing any 
hurdles to addressing the (unfortunately 
growing) significant market opportunity. Overall, 
it has improved alignment with management’s 
ambition to become a global leader in neonatal 
intensive care equipment, which we discussed 

at length as well as seeing a demonstration of 
specific products. Sustainability and impact have 
also been considered thoroughly in the design 
of the site, from solar thermal for hot water 
systems to on-site tree-planting to help offset  
carbon emissions. 

Just 2 miles down the road from Inspiration’s 
new facility in Croydon we then visited 
chemicals company Zotefoams. By contrast, 

   We find these 
opportunities to “kick 
the tyres” of great value, 
offering greater insight into a 
company’s activities.

Inspiration Healthcare: New Manufacturing Centre

Inspiration Healthcare: SLE6000 ventilator Zotefoams: Range of customer products
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Zotefoams first moved to this site in 19351, and 
it remains the company headquarters and main 
manufacturing site today. Zotefoams’ products 
and technologies are based around unique, 
environmentally friendly processes which are 
believed to be superior in strength, consistency, 
quality, and purity to foam products produced 
by any other method. The company is held in 
both our CFP Castlefield Sustainable UK Smaller 
Companies and CFP Castlefield Sustainable UK 
Opportunities funds, fitting into our Resource 
Efficiency positive theme.

We were shown examples of customer end 
uses of Zotefoam product which ranges from 
trainers to healthcare. We received a tour of the 
site and were able to follow the unique process 
from start to finish, from the raw material inputs 
to the extrusion, impregnation with nitrogen 
gas and expansion of the sheet product. It also 
presented the opportunity to talk to management 
about vital health & safety practices on site. Such 
a visit brings to life the qualities of Zotefoam’s 
product and specifications for customers as well 

1.  https://zotefoams100.com/#timelinetop

2.  https://www.londonstockexchange.com/news-article/CML/cml-plans-for-new-business-hub-at-oval-park/15642933

as the intricacies of the manufacturing process.
Our final investee company site visit 

during the period took us to Langford, Essex, 
which is home to the headquarters of CML 
Microsystems. CML develops semiconductors 
for global communications markets for use in a 
range of products, such as private mobile radio 
in transportation to critical infrastructure. It 
fits into our Sustainable Infrastructure positive 
theme and is held within our CFP Castlefield 
Sustainable UK Smaller Companies Fund.

CML has owned the 29-acre site for over 
20 years and have historically manufactured 
components here. Today, with manufacture 
now outsourced, the 80 employees on site 
are focused solely on designing and testing of 
products. The company recently announced 
plans for the transformation of the site into 
a new business development hub including 
offices, warehousing and R&D facilities expected 
to bring over 200 jobs to the district by 2024, 
marking a milestone in the Group’s strategy to 
dispose of excess land and could well prove to 

be positive for shareholders too2. 
CML prides itself on the quality of its 

components. The visit highlighted the rigour 
and multi-faceted testing conducted on its 
components before shipping to customers, 
covering a vast range of quality control, 
environmental and stress testing of product. We 
also met members of the design team and took 
the opportunity to cover off various governance 
topics with senior management.

We find these visits to be extremely valuable 
in our ongoing engagement and research. 
We are pleased to be back on the road visiting 
companies again and have further visits with 
investee companies planned in the coming 
weeks and months.

Written by David Elton 

CML: Wafers and communication semiconductors

CML: Component test equipment
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As investors, we believe that we have a responsibility to our clients, as well 
as the companies that we hold, to vote on issues such as executive pay, 
director nominations and political donations. We aim to vote on all the 
stocks held in the collective funds we manage. We consider each resolution 
carefully and often engage with companies where we disagree with their 
stance. We have an in-house set of voting guidelines that we update 
annually. The guidelines ensure that we vote consistently across all our 
fund holdings; they are made publicly available on our website, as is our 
full voting history.

RESOLUTIONS

Number of resolutions where votes were cast For 337 87.7%

Number of resolutions where votes were cast Against 48 11.2%

Number of resolutions where votes were Abstained 5 1.2%

During the quarter, we voted at 34 meetings hosted by our investee 
companies, with a total of 390 resolutions. 

1. REMUNERATION We vote against excessive pay awards and awards that are not attached to sufficiently stretching performance targets. 
Particularly in light of the impact of coronavirus, we believe it is important that executive pay is reflective of the 
experiences and outcomes of all stakeholders.

2. DIRECTOR INDEPENDENCE 
& EFFECTIVENESS

Non-Executive Directors (NEDs) who sit on the boards of listed companies should be independent in order to be 
effective. The UK Corporate Governance Code sets limits on tenure which we apply across all geographies as a factor 
to determine independence. We have also long taken the view that directors should not hold a lot of other external 
positions. This is because, at a time of crisis, we expect directors to have enough additional time to dedicate to the 
company and the issues that it is facing. 

3. SHAREHOLDER RIGHTS This topic includes votes on issues such as share placings that a company might undertake to raise capital, as well as 
requests a company might make to repurchase its own shares. These requests have the potential to be detrimental to 
existing shareholders. One topic which falls under this heading, which we will always vote against, is the request to hold 
meetings with just 14 days’ notice, as we do not believe this is sufficient time for shareholders to prepare to exercise 
their voting rights.

4. POLITICAL DONATIONS We do not think it is appropriate for companies to make political donations and consequently will always vote against a 
resolution seeking permission to do so. 

5. THE AUDIT PROCESS Auditor independence may be compromised if the auditor has been in place for a long time and no tendering process 
has been undertaken, or if fees paid are for services other than their primary audit function.

6. ROUTINE/BUSINESS: Items in this category include resolutions that are often uncontentious, such as accepting a company’s Financial Report 
& Accounts for the previous year. It also includes resolutions to approve dividends.

7. OTHER This category may include certain resolutions proposed by shareholders and votes on topics such as Environmental, 
Social or Governance (ESG) issues and reporting. 

VOTING 
ACTIVITY:  
Q3 2022
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Resolutions during the quarter by category and how frequently we voted against or abstained:
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Spotlight: Voting Trends 2022

1.  https://equiniti.com/uk/news-and-views/eq-views/mid-season-agm-review-2022-part-one-proxy-voting-season/

2.  Ibid

With the majority of the year’s voting activity now behind us, we wanted to take a moment to reflect on the trends we’ve noticed this year compared to 2021 
and 2020, both in our own voting and wider market. 

Firstly, this year has seen something of a return to normal, compared to 2021, which was heavily impacted by the pandemic. In particular, the significant 
increase in special meetings seen last year has returned to more routine levels.1

Secondly, we have observed that the level of opposition we see from shareholders is increasing on director appointment resolutions, while the level of 
support from proxy advisors – companies who provide voting research and recommendations for investors – remains relatively stable.2  We are pleased 
to see a growing base of investors taking these considerations into account when voting for Board members of their investee companies. There are a 
number of reasons why we might opt to abstain or vote against, such as independence or over boarding (i.e. where a director holds an excessive number of 
appointments). We may also choose to vote against certain directors if they are deemed to be responsible for an area that we do not believe the Board has 
managed effectively, such as diversity or succession planning. 
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Looking at how companies manage their own 
environmental, social, and governance (ESG) 
risks and opportunities can be illustrative 
of a company’s corporate culture. We look 
for companies with strong governance 
and a positive culture, but the latter can be 
harder to quantify when we are looking for 
potential investments, so we use a company’s 
governance structure for ESG issues to allow 
us to assess whether a company is taking long-
term sustainability seriously.

What does good internal ESG 
governance look like?

Organisational ESG risks should be addressed 
and identified at all levels of a business. The 
vast majority of ESG risks are simply business 
risks which incorporate a business’ impact on 
a wide range of stakeholders. They should be 
assessed and mitigated using the same level of 
rigour as any other risk identified by a business 
and companies should already have existing 
structure – such as risk committees – to be able 
to address them.

We also look to assess the level of 
involvement of senior leadership as we believe 
that for good internal governance structures 
to result in successful governance practice, 
genuine commitment demonstrated by those 

in leadership positions is essential. Without 
that, policy documents will always subscribe to 
the lowest common denominator and are not  
a substitute. 

As investors, we are often speaking to 
company executives or investor relations teams, 
and through these meetings we can get a sense 
of how involved the senior leadership team 

is in considering the long-term sustainability 
credentials of their organisation. These issues 
can vary widely from sector to sector and can 
be very complex subjects, but regardless of 
the specific challenges a business may face, 
we are always impressed to see members of 
the executive team who are passionate about 
sustainability and how they believe they can 
make a difference. In our experience, this is 
becoming more and more common, as the 
profile of ESG issues more widely has been 
raised by all kinds of stakeholders. 

We are keen to look past the policy 
statements to get a real sense of how an 
organisation is grappling with its own ESG 
risks and opportunities, to seek investments in 
companies that are doing much more than the 
bare minimum.

Written by Amelia Overd

ESG GOVERNANCE

  We use a company’s 
governance structure for ESG 
issues to allow us to assess 
whether a company is taking 
long-term sustainability 
seriously.

   Regardless of the 
specific challenges a 
business may face, we are 
always impressed to see 
members of the executive 
team who are passionate 
about sustainability and how 
they believe they can make a 
difference.
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Foresight Global Real Infrastructure Fund

The Foresight Global Real Infrastructure fund (GRIF) is an open-ended 
investment company which invests in the publicly traded shares of 
companies that own or operate real infrastructure or renewable energy 
assets across the globe. The fund aims to grow by more than 3% per 
annum above CPI over a rolling five-year period1. The fund was seeded 
back in 2019 and is operated by Foresight, the UK based asset manager 
which specialises in sustainability-based solutions in Private Equity and 
Infrastructure. Foresight run a high conviction strategy, with this fund 
typically consisting of between 25-35 separate assets2. The team invests 
in several different asset types including data centres, transportation, 
wind, and solar power.  Investment selection is carried out using a bottom-
up approach (i.e., starting by looking at the companies rather than the 
broader economic picture) and the team favours assets with stable and 
predictable demand, high barriers to entry and long-term contracted 
revenue streams3. For an asset to be included in the fund, the UN Global 
Compact principles (human rights, labour rights, the environment and 
anti-corruption practices) must be integrated into company strategy. 

We like this fund for several reasons; firstly, it gives us access to a 
sustainability leader in an interesting asset class that is often overlooked 
in the portfolio construction process. Secondly, given the asset class has 
a low correlation with equities, this makes it a useful portfolio diversifier. 
The inflation linked contracts of the fund's underlying infrastructure 
assets help to hedge against inflation and offer regular income whilst 
simultaneously providing the opportunity of capital appreciation. The 
sustainability focus of the fund differentiates it from other infrastructure 
offerings and will allow the team to benefit from structural tailwinds 
as governments globally become increasingly more conscious of their 
climate commitments and the infrastructure required to meet them.

1.  https://www.foresightgroup.eu/products/fp-foresight-global-real-infrastructure-fund-grif

2.  https://media.umbraco.io/foresight/uudpvuxr/grif-investor-presentation-september-2022.
pdf?1664900773159

3.  Ibid

EKF Diagnostics

EKF Diagnostics is a global manufacturer of medical diagnostic products 
and services for use at point of care, and clinical reagents for use in clinical 
laboratories. Headquartered in Cardiff and with facilities in Europe and the 
USA, the AIM listed company has a market capitalisation of £180 million 
and is held within our Castlefield Sustainable UK Smaller Companies fund, 
which forms a key component of our UK equity exposure for all clients4. 
EKF initially began life as a small German electrical engineering business 
but from the early 2000s, it decided to change direction and focus on 
developing a range of glucose, lactate, and haemoglobin analysers. The 
business is separated into five key divisions; point of care, which designs 
products for use within hospitals or doctors’ surgeries for fast and accurate 
results, particularly in the area of haematology and diabetes; central 
laboratory, which develops clinical reagents and centrifuges for use in 
laboratories; life sciences, which produces enzymes for use in medical 
diagnostics; lab services, which provide certified complex laboratory 
testing services such as Covid PCR testing with a quick turnaround; and 
contract manufacturing for the diagnostic and healthcare industries for 
the production of custom test kits5. 

Given the sector EKF operates in and the services it provides, EKF maps 
perfectly to our Health and Wellbeing positive theme. Alongside the 
clear benefits the company delivers through the provision of diagnostic 
equipment, helping doctors catch potentially life-threatening illnesses 
earlier, EKF has a strong growth story and was one of the few companies 
that performed well throughout the pandemic thanks to its involvement 
in lab testing services. Profits from testing have been reinvested across all 
areas of the business into future growth opportunities both organically 
and through add-ons6. This places EKF in a very strong position as we look 
ahead to the future.

4.  https://www.londonstockexchange.com/stock/EKF/ekf-diagnostics-holdings-plc/
company-page

5.  https://www.ekfdiagnostics.com/about-us.html

6.  https://www.ekfdiagnostics.com/res/Annual-report-2021-Digital.pdf

PORTFOLIO 
FUNDS: 
HOLDINGS 
IN THE 
SPOTLIGHT...
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Gore Street Energy Storage

Gore Street Energy Storage Fund was London’s first listed energy storage 
fund. Whilst it isn’t responsible for generating renewable energy like 
some of our other holdings, it has an imperative role in how we use it. 
Battery Storage Investment Trusts like Gore Street Energy are responsible 
for making the energy generated for use, storable. It has a diversified 
operational portfolio located across four electrical grids in the UK and 
internationally9, and at the time of writing has a market capitalisation of 
c.£580m and invests in battery storage portfolios which use lithium-ion 
batteries. Lithium-ion batteries are known to be a well-established and 
reliable use of technology as these types of batteries usually have up to 15 
years of warranty from their suppliers. 

The energy storage market is an attractive investment opportunity, 
and the fund came to market initially targeting a 7% dividend yield10.  
The environmental credentials of energy storage are clear and tighter 
environmental legislation can only put greater emphasis on so-called 
“clean tech” in years to come. Sustainability is embedded in the fabric 
of Gore Street Energy Fund as it is central to its purpose. Like us here 
at Castlefield, Gore Street Energy fund is a signatory to the PRI, a UN-
supported network of investors who promote sustainable investment 
in their work through the incorporation of environmental, social and 
governance factors11. Gore Street Energy is also taking steps towards 
fulfilling its commitment to join the Task Force on Climate-Related 
Financial Disclosures (TCFD). 

9.  https://www.gsenergystoragefund.com/content/about/fund

10.https://www.gsenergystoragefund.com/docs/librariesprovider22/archive/gsf_factsheet_
march-end_2022-final.pdf  

11.  https://www.unpri.org/

Alnwick Garden Trust

The Alnwick Garden is a registered charity, established in 2001. Spanning 
67 acres, it is one of the North East’s top tourist attractions and was 
originally conceived by the current Duchess of Northumberland7. The 
charitable objectives of the Trust focus on social outreach and support of 
isolated or underprivileged communities within the North East of England. 
Alnwick Garden has an impressive ESG mandate, running several social 
support and outreach programmes. These programmes support a range 
of themes, some of which include mental health, supporting the elderly 
suffering with dementia, and promoting healthy and active lifestyles. 

The organisation is structured as a charity with a trading subsidiary with 
a remit to support the development of the garden and use the proceeds 
for various outreach programmes in the region. Some of the Castlefield 
team attended a site visit in May 2022 and were highly impressed with 
the gardens. The £10m Retail Charity Bond issue is providing two-thirds of 
the estimated £15m cost for the construction of the Lilidorei play village, 
a themed all-weather attraction described as a whimsical wonderland 
which is due to be the world’s largest play structure. We believe that this 
will be an attractive prospect for Alnwick Gardens once development is 
complete in 2023, with the continued commercial success of the Gardens 
supporting the Trust's ability to achieve its charitable objectives and 
maintain its outreach work.8 

7.  https://www.alnwickgarden.com/retail-charity-bond-issue/

8.  https://www.castlefield.com/home/media/blog/site-visit-the-alnwick-garden-northumber
land/?Investor=WealthManager
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CFP Castlefield Sustainable Portfolio Growth Fund

The outlook in the short-term remains muted given the continuing 
pressures from higher inflation and higher interest rates and the 
uncertainty surrounding the impending winter and energy prices. Europe 
has been racing over recent months to fill its gas storage capacity to try to 
mitigate against further supply shocks from Russia, however the prospect 
of blackouts curtailing business remains a possibility. Here in the UK, we 
don’t benefit from the same storage capacity and so will be beholden to the 
situation in Europe, with blackouts also a possibility here in the worst-case 
scenario. With the cost of energy one of the key pressures on consumer 
spending, discretionary spending is already being cut back. That’s not 
typically the exposure our investment approach favours, however it’s 
important to note as the backdrop to likely market sentiment. 

While stock markets may continue to be volatile based on the above 
factors, they offer medium and long-term potential to offset the impact 
of inflation, something bonds don’t have. Both bonds and cash will see 
their real value eroded materially by the prevailing rates of inflation and 
so we’ll be maintaining a healthy level of exposure to equities with one eye 
squarely on that medium and long-term picture. Above all, it’s important to 
remember that economic cycles come and go and there’ll be a point where 
sentiment becomes overly pessimistic. That’s usually the point at which 
great investment opportunities can be found and while we may not be 
there yet, it’s something to bear in mind if the light at the end of the tunnel 
seems barely perceptible.

SPOTLIGHT 
ON THE 
PORTFOLIO 
FUNDS - 
OUTLOOK

CFP Castlefield Sustainable Portfolio Income Fund

In our previous outlook we noted our expectation for the headwinds 
we outlined to persist and while three months have passed since then, 
the conclusion remains similar. The news headlines paint a consistently 
arduous picture, be it on energy prices, the cost of living, the competence 
of the new Prime Minster and her Chancellor’s economic policies, or 
even the strike action that is seeing repeated disruption to rail and postal 
services. These headlines may well continue or worsen as we head into 
the winter months and it’s with some trepidation and a great deal of 
concern that we await the impact on society of the full force of energy 
price rises. 

An important point to bear in mind though is that the economy isn’t the 
markets, and the markets aren’t the economy. By this we mean that 
although linked, they move to different rhythms and while the news 
headlines may be downbeat for a while yet, by the time they’re informing 
viewers of an improving economy, markets will likely have already 
anticipated this change some months earlier. This in turn means it’s 
important to focus on the medium and long-term picture and to be on 
the lookout for signs of optimism ahead of the upturn in the economic 
cycle, which will inevitably follow the more straitened times now.
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FUND COMMENTARY 
CFP CASTLEFIELD SUSTAINABLE PORTFOLIO GROWTH FUND

Fund Commentary

The CFP Castlefield Sustainable Portfolio Growth Fund returned -2.9% 
(General share class) in the third quarter of 2022, versus -1.9% for its peers 
in the Investment Association’s Mixed Investment 40% - 85% Equities 
sector. 

The third quarter saw more of the same as witnessed in the first half of 
the year: the continuing war in Ukraine and the weaponisation of energy 
supplies by Russia, the focus on rising interest rates and whether they 
can rein in inflation, and the squeeze on business and consumer finances 
as a result. The US dollar also continued to dominate markets and UK 
and European sentiment was pressured by both sterling and the euro 
weakening further. Late in the quarter, global investors were agog at the 
policies announced by the new UK Chancellor, Kwasi Kwarteng. Sterling fell, 
the domestic stock market weakened, and others fell in sympathy as the 
wisdom of huge unfunded tax cuts was questioned around the world. That 
the Bank of England felt compelled to step in to support the government 
bond market for financial stability reasons amid concerns over the security 
of the pension fund industry emphasises the damaging loss of credibility 
the announced policies triggered. 

Positive performance contributions were led by three of the global 
equity fund holdings, with the First Sentier Stewart Investors Worldwide 
Sustainability fund contributing +0.28% to returns and followed by the 
WHEB Sustainability fund which contributed +0.18%. Both the Liontrust 
Sustainable Future Global Growth and Gresham House Energy Storage 
funds contributed +0.14%, with the latter in particular making gains against 
the higher power price backdrop currently prevailing. On the flip side, the 
convulsions gripping the UK stock market saw our two growth-focused UK 
equity strategies give up performance, while the increase in interest rates 
and continued focus on inflation saw the fund’s holdings in the Rathbone 
and Royal London Ethical Bond funds also weigh materially on returns.

A key event during the quarter was the merger of two of our UK equity 
strategies, with the Castlefield B.E.S.T Sustainable Income Fund merging 
into our Castlefield Sustainable UK Opportunities Fund at the beginning 
of September. A formal assessment process concluded that the long-
term viability of a high yield Sustainable investment strategy was in 
question and accordingly, the decision to implement the merger was 
taken. For now, we’re running with the Sustainable UK Opportunities fund 
alongside our Castlefield Sustainable UK Smaller Companies fund for our 
UK Equity exposure, while we’ll be assessing what other options exist for 
further diversification here and whether we wish to pursue any of them. 
Elsewhere, we added a new position in the form of the Foresight Global Real 
Infrastructure fund, broadening out our asset class exposure and given our 
favourable stance on infrastructure at present. The fund is highlighted in 
the ‘Spotlight on….’ section earlier in this report.

Source: Castlefield, Factset

Top 10 Holdings %
1 CASTLEFIELD  SUSTAINABLE UK OPPORTUNITIES FUND 16.61
2 CASTLEFIELD  SUSTAINABLE UK SMALLER COM FUND 10.84
3 FIRST SENTIER INVEST STEWART WORLDWIDE 

SUSTAINABILITY FD
9.21

4 FP WHEB ASSET MANAGEMENT SUSTAINABILITY FUNDS 
SICAV

8.37

5 CASTLEFIELD  SUSTAINABLE EUROPEAN FUND 7.65
6 LIONTRUST SUSTAINABLE FUTURE ICVC LION TRUST FUT GLB 

GROWTH
5.84

7 CASTLEFIELD REAL RETURN FUND 4.90
8 SARASIN RESPONSIBLE GLOBAL EQUITY FUND 4.23
9 RATHBONE ETHICAL BOND FUND 3.74
10 ROYAL LONDON BOND FUNDS II ICVC ETHICAL BOND FUND 3.40

Key Information
Fund Size: £59.80m
Investment Association 
Sector

Mixed Investment 40-85% shares

Launch Date: 1st February 2018
Managers: Simon Holman & Amelia Overd
Number of Holdings: 30 - 50
Payment Dates: Quarterly

Cumulative Performance (%)

  A  - CFP Castlefield  Sustainable Portfolio Growth G Income [12.40%]
  B  -IA Mixed Investment 40-85% Shares [11.41%]

Source: 01/02/2018 - 30/09/2022. Data from FE fundinfo 2022 

1 Mth 3 Mths 6 Mths 1 Yr 3 Yrs Since 
Launch

Fund -5.89 -2.88 -9.73 -13.73 4.19 12.40
Sector -5.17 -1.94 -9.20 -10.15 4.59 11.41

Discrete Performance (%)
2022 YTD 2021 2020 2019 2018 2017

Fund -15.43 13.63 3.91 17.86 - -
Sector -12.54 10.94 5.32 15.78 - -

Source: FE fundinfo 2022

Past performance should not be seen as an indication of future 
performance. The value of investments and the income from them may 
go down as well as up and you may not get back your original investment.

Sector Allocation

Global Equity 35.30%
UK Equity 27.45%
Fixed Income 11.53%
Renewable Energy 9.64%
Alternative 6.05%

Real Estate Investment 3.35%
Cash 3.26%

Infrastructure 3.42%
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FUND COMMENTARY 
CFP CASTLEFIELD SUSTAINABLE PORTFOLIO INCOME FUND

Fund Commentary

The CFP Castlefield Sustainable Portfolio Income Fund returned -5.5% 
in the third quarter of 2022, versus -3.0% for its peers in the Investment 
Association’s Mixed Investment 20% - 60% Equities sector.

While the third quarter began promisingly with a recovery of sorts for global 
stock markets, the improving sentiment was short-lived and ultimately the 
quarter saw falling returns once again, continuing the much tougher year 
2022 has brought investors when compared to the largely strongly positive 
18 months from the lows of the initial pandemic fears. The themes remain 
the same, be they higher inflation or higher interest rates, and affordability 
for consumers and input cost pressures for businesses are likely to be with 
us for a while longer yet. 

With the market backdrop being similar, it’s no surprise that similar 
performance characteristics were observed over the quarter, with 
once again the three bond funds we hold all propping up the table of 
contributions. They are some of the largest positions within the fund and so 
it’s no surprise either that they tend to feature at either end of performance 
reviews, depending on the market backdrop. Elsewhere, our UK equity 
funds gave up ground and pulled returns back.

Positive contributions were sparse over the course of the quarter and 
limited to five holdings. Of these, three were global equity fund holdings, 
namely the Liontrust Sustainable Future Global Growth and WHEB 
Sustainability funds with contributions of +0.04% each and then the First 
Sentier Stewart Investors Worldwide Sustainability fund with +0.1%. The 
leading contribution overall came from our position in the Gresham House 
Energy Storage fund, which has been the beneficiary of the rising power 
price situation and its ability to sell energy back to the grid at times of peak 
demand – and therefore peak pricing.

A key event during the quarter was the merger of two of our UK equity 
strategies, with the Castlefield B.E.S.T Sustainable Income Fund merging 
into our Castlefield Sustainable UK Opportunities Fund at the beginning of 
September. A formal assessment process concluded that the long-term 
viability of a high yield Sustainable investment strategy was in question 
and accordingly, the decision to implement the merger was taken. While 
the UK Opportunities fund has a lower income distribution yield than 
the B.E.S.T Sustainable Income fund offered, we’ve previously worked to 
create a cushion such that a minimum level of 3.0% income per annum 
can be delivered. Elsewhere, we took some profit on a trio of our listed 
energy infrastructure names and with part of the proceeds, introduced a 
new position in the form of the Foresight Global Real Infrastructure fund, 
broadening out our asset class exposure given our favourable stance on 
infrastructure at present. The fund is highlighted in the ‘Spotlight on….’ 
section earlier in this report.

Source: Castlefield, Factset

Key Information
Fund Size: £12.73m
Investment Association 
Sector

Mixed Investment 20-60% shares

Launch Date: 6th July 2020
Managers: Simon Holman & Amelia Overd
Number of Holdings: 30 - 50
Payment Dates: Quarterly

Top 10 Holdings %
1 CASTLEFIELD  SUSTAINABLE UK OPPORTUNITIES FUND 19.44
2 RATHBONE ETHICAL BOND FUND INSTITUTIONAL INC 11.54
3 ROYAL LONDON BOND FUNDS II ICVC ETHICAL BOND FUND 8.19

4 EDENTREE RESPONSIBLE AND SUSTAINABLE STERLING BOND 
FUND

8.13

5 FIRST SENTIER INVEST STEWART WORLDWIDE 
SUSTAINABILITY FD

4.10

6 GRESHAM HOUSE ENERGY STORAGE FUND PLC 3.35
7 JLEN ENVIRONMENTAL ASSETS GROUP LTD SICAV GBP 3.18
8 GREENCOAT UK WIND PLC 3.11

9 GREENCOAT RENEWABLES PLC 3.08
10 GORE STREET ENERGY STORAGE FUND PLC 2.93

Sector Allocation

Fixed Income 36.43%
UK Equity 21.53%

Global Equity 14.20%
Renewable Energy 18.56%

Alternative 3.39%

Real Estate Investment 1.91%
Cash 1.49%

Infrastructure 2.49%

Cumulative Performance (%)

  A  - IA Mixed Investment 20-60% Shares TR in GB [0.88%]
  B  - CFP Castlefield  Sustainable Portfolio Income G Income [-1.23%]

Source: 06/07/2020 - 30/09/2022. Data from FE fundinfo 2022

1 Mth 3Mths 6 Mths 1 Yr 3 Yrs Since 
Launch

Fund -6.73 -5.47 -9.26 -12.02 - -1.23
Sector -4.91 -2.98 -9.09 -10.56 - 0.88

Discrete Performance (%)
2022 YTD 2021 2020 2019 2018

Fund -13.22 8.71 - - -
Sector -12.14 7.20 - - -

Source: FE fundinfo 2022

Past performance should not be seen as an indication of future 
performance. The value of investments and the income from them may 
go down as well as up and you may not get back your original investment.
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FUND COMMENTARY 
CFP CASTLEFIELD SUSTAINABLE EUROPEAN FUND

Fund Commentary

European bourses have remained volatile as US Dollar strength, surges in 
energy prices and sustained geopolitical upheaval in the Russo-Ukrainian 
war impact the ability for companies to forecast profits accurately. On the 
positive side, Q2 earnings season across Europe was broadly satisfying, with 
the majority of companies beating expectations, but there is an undertone 
of caution as the input prices embedded in company accounts are at risk of 
rising faster than price increases can be put through. Increased volatility in 
market sentiment with elevated inflation and sabre rattling from a Putin led 
Kremlin are not positive signals. 

The best contributors during the quarter were Tecan, the Swiss based 
laboratory equipment manufacturer, Belimo, the Swiss actuator 
manufacturer and Scout 24, the German real estate online portal business. 
Tecan has seen its business model really stride forward since the pandemic. 
Laboratories need to work faster and more effectively. Tecan’s workspace 
solution provides its clients (the medical and life science industries) with 
reliable, reproducible, and compliant results, with a very strong emphasis 
on return on investment. Since 2020, Tecan’s proven abilities have meant 
a significant surge in its order book. The ESG scores for all three top 
contributors are very strong and they are engaged in our process of working 
towards a net zero status well before the 2050 timeline, which we feel is not 
ambitious enough . Similarly, Belimo’s actuators are extremely important in 
terms of energy efficiency in buildings. The company works in conjunction 
with project managers as well as system integrators, and is exposed to 
both buildings and water in terms of their revenues.  Scout24 operates 
the dominant position in German real estate, working closely with agents,  
homebuyers and sellers. We like the ability of the company to collect data 
which can be used to create absolute transparency of buildings emissions 
across its geographic exposure. In order to reach net zero, measuring carbon 
emissions is the first step. Owner operators will be required to provide data 
and we see Scout24’s position as vital in this process.

Trading remained muted during the third quarter of this year with inflows 
invested in line with the current portfolio. As a percentage, portfolio 
turnover remains low single digit over all time periods reinforcing our long-
term investment philosophy. Cash remains as a mid-single digit exposure 
within the fund. 

Source: Castlefield, Factset

Top 10 Holdings %
1 TELEPERFORMANCE SE 5.84
2 TECAN GROUP 4.91
3 SYMRISE 4.59
4 GEA GROUP 4.38
5 PARTNERS GROUP 4.33
6 VESTAS WIND SYSTEM A/S 4.29
7 SCOUT 24 4.00
8 BELIMO HOLDING 3.90
9 CARREFOUR SA 3.86
10 SCHNEIDER ELECTRIC SA 3.84

Sector Allocation

Industrials 30.56%

Consumer Services 4.00%

Food Producers 6.59%

Technology 9.67%

Financials 6.21%

Healthcare Equipment 17.36%

Chemicals 4.59%

Support Services 8.80%

Cash 6.38%

Consumer Goods 5.84%

Key Information
Fund Size: £19.88m
Investment Association 
Sector

Europe (ex-UK)

Launch Date: 1st November 2017
Managers: Rory Hammerson
Number of Holdings: 30 - 50
Payment Dates: Semi-annual

Cumulative Performance (%)

  A  - IA Europe Excluding UK [8.05%]
  B  - CFP Castlefield Sustainable European G [5.15%]

Source: 01/11/2017 - 30/09/2022. Data from FE fundinfo 2022

1 Mth 3 Mths 6 Mths 1 Yr 3 Yrs Since 
Launch

Fund -7.86 -2.44 -15.86 -24.11 5.21 5.15
Sector -5.51 -2.44 -12.39 -16.11 5.84 8.05

Discrete Performance (%)
2022 YTD 2021 2020 2019 2018 2017

Fund -25.37 11.85 20.42 27.37 -14.53 -
Sector -19.17 15.76 10.28 20.33 -12.16 -

Source: FE fundinfo 2022

Past performance should not be seen as an indication of future 
performance. The value of investments and the income from them may 
go down as well as up and you may not get back your original investment.
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CFP CASTLEFIELD SUSTAINABLE UK OPPORTUNITIES FUND

FUND COMMENTARY 

Fund Commentary

The Fund returned -4.53% during the third quarter of 2022, slightly ahead 
of the return for the IA UK All Companies sector of -4.98%.

The period began with a number of positive earnings releases from 
significant portfolio companies including index heavyweights RELX, the 
publishing and data group, and Croda, a specialist chemicals group. Both of 
these multi-national groups were able to point to double-digit percentage 
increases in revenues and profits within their interim results as they have 
been able to pass on price increases to customers in the first half of the year. 
This pricing power is something that we consistently look for in investee 
companies and will be crucial as the remainder of the year progresses. 

UK benchmark yields initially began to move lower during the period, and 
this gave a boost to valuations of equities with the type of steady revenue 
streams that we typically own. UK 10-year gilt yields fell back from 2.24% at 
the start of the period to a low of 1.8% by the beginning of August. This was 
against a backdrop of further base-rate increases by the Bank of England 
(BoE) aimed at combatting inflation, which continued to advance, although 
at a slower pace than earlier in the year ending the period at 9.9% year-on-
year. The yield outlook changed dramatically towards the end of the period 
as the UK government “mini budget” prompted a spike in yields, at one point 
reaching 6.5% before closing the period at 4.1%. Apart from the volatility 
introduced to equity markets in the very short term, this resulted in the 
value of sterling falling further against the US dollar. This provides a boost to 
US dollar generated revenues once converted back into GBP for UK-based 
companies and with over 30% of the collective revenues generated by the 
portfolio coming from the US, this provided a modest tailwind towards the 
end of the period.  

During the quarter, we maintained generally healthy cash levels, reflecting 
the degree of market uncertainty as investors reacted to the sharp swings 
in bond yields. We nevertheless took the opportunity to add Smart Metering 
Systems (SMS), an installer of domestic and business energy meters and 
charging infrastructure, which is increasing its investment in grid-scale 
energy storage systems. It has a utility-type revenue stream from its core 
metering business with strong inflation protection characteristics. 

Towards the end of the period, we also started to build a position in Strix, 
a manufacturer of electrical components. The group has diversified away 
from its high-margin core business in small-appliance components 
and safety controls, moving into manufacturing water sterilisation and 
related product lines. The resulting rise up the value-chain and increasing 
international diversification should provide the platform for the next phase 
of growth.

Source: Castlefield, Factset

Top 10 Holdings %
1 RELX 6.16
2 EXPERIAN 5.09
3 UNILEVER PLC 5.04
4 BEGBIES TRAYNOR GROUP PLC 4.80
5 CRODA INTERNATIONAL 4.59
6 K3 CAPITAL GROUP 3.95
7 EMIS GROUP PLC 3.88
8 CITY OF LONDON INV 3.77
9 RWS HOLDINGS 3.45
10 LEARNING TECHNOLOGIES GROUP PLC 3.39

Key Information
Fund Size: £43.54M
Investment Association 
Sector

UK All Companies

Launch Date: 1st June 2007
Managers: Mark Elliott
Number of Holdings: 30 - 50
Payment Dates: Quarterly

Cumulative Performance (%)

  A  - IA UK All Companies [3.17%]
  B  - CFP Castlefield  Sustainable UK Opportunites G Income [0.99%]

Source: 30/09/2017 - 30/09/2022. Data from FE fundinfo 2022

1 Mth 3 Mths 6 Mths 1 Yr 3 Yrs 5 Yrs
Fund -5.41 -4.53 -12.04 -22.02 -8.05 0.99
Sector -7.10 -4.98 -12.83 -15.33 -2.22 3.17

Discrete Performance (%)
2022 YTD 2021 2020 2019 2018 2017

Fund -23.52 19.96 -5.53 17.07 -0.80 9.79
Sector -17.10 17.25 -6.01 22.24 -11.19 13.99

Source: FE fundinfo 2022

Past performance should not be seen as an indication of future 
performance. The value of investments and the income from them may 
go down as well as up and you may not get back your original investment.

Sector Allocation

Industrials 19.55%
Financials 15.46%
Consumer Goods 13.33%
Support Services 8.14%

Telecommunications 3.97%

Consumer services 6.25%
Media 6.16%
Chemicals 5.62%

Technology 7.27%

Healthcare 5.46%

Cash 6.39%
Real Estate Investment Trusts 2.40%
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Fund Commentary

The Fund registered a total return of -9.20% compared to the sector, which 
returned -9.26% over the same period.

The highest three contributors to performance were EKF Diagnostics 
(+25.00%), AB Dynamics (+21.12%), and CML Microsystems (+11.35%). 
Global diagnostics business EKF delivered a positive first half performance 
for its core business as it continued to successfully transition away from 
a busy COVID period, positioning the Group for long-term sustainable and 
diversified growth. AB and CML both upgraded market expectations during 
the period. Specialists in automotive test systems, AB managed supply 
chain disruptions effectively, delivering c.22% growth for the year and a 
robust margin performance. It also announced the acquisition of Ansible 
Motion Limited, which expands and complements the existing range of 
driving simulation testing products. CML, the developer of semiconductors 
for global communications markets, reported that trading for the first half 
of the year had been strong with revenues ahead of the prior year, whilst 
investments in operations, R&D and new products also give confidence for 
the future.

The largest detractors during the period were The Gym Group (-42.17%), 
Mpac Group (-26.95%), and Oxford Metrics (-23.00%). Despite low-cost 
gym operator The Gym Group continuing to see its members return while 
executing on a strong pipeline of new sites, the shares of consumer-
facing companies came under pressure given the prevailing challenges 
of inflation and cost of living. Automation ecosystems specialist Mpac and 
smart sensing company Oxford Metrics both warned on well-reported 
supply chain challenges. So, although demand remains robust for both, 
some orders have been deferred into later periods. In each of these three 
cases, we took advantage of the weaker share prices and added to positions 
during the period.

Regarding transactions during the quarter, we initiated a position in 
Wilmington, a global leader in the provision of data & information and 
training & education. Its services are focused on governance, risk, and 
compliance (GRC) markets, whilst client sectors include the likes of 
healthcare and financial services. After years of acquisition and evolution, 
we believe the historically complex story is potentially obscuring the value 
here when comparing to peers and on an absolute basis. Under a new team, 
structure, and strategy, self-help is being delivered. With this greater focus 
on growing end-markets, and an improvement in the balance sheet, we 
believe the company should be able to push more from its established 
brands and deliver consistent, high-quality organic growth from its capital 
light model.

Source: Castlefield, Factset

FUND COMMENTARY 
CFP CASTLEFIELD SUSTAINABLE UK SMALLER COMPANIES FUND

Top 10 Holdings %
1 TRACSIS PLC 4.20
2 INSPIRATION HEALTHCARE GROUP PLC 3.82
3 EKF DIAGNOSTICS HOLDINGS PLC 3.65
4 AB DYNAMICS PLC 3.57
5 CML MICROSYSTEMS PLC 3.45
6 ECKOH 3.45
7 GRESHAM HOUSE PLC 3.38
8 CALNEX SOLS. 3.25
9 PORVAIR PLC 3.13
10 MATTIOLI WOODS PLC 3.08

Key Information
Fund Size: £28.45M
Investment Association 
Sector

UK Smaller Companies

Launch Date: 1st June 2007
Managers: David Elton
Number of Holdings: 30 - 50
Payment Dates: Semi-annual

Cumulative Performance (%)

  A  - CFP Castlefield Sustainable UK Smaller Companies G Income 
[10.07%]

  B  - IA UK Smaller Companies [5.44%]

Source: 30/09/2017 - 30/09/2022. Data from FE fundinfo 2022

1 Mth 3 Mths 6 Mths 1 Yr 3 Yrs 5 Yrs
Fund -7.91 -9.20 -16.62 -29.56 10.25 10.07
Sector -9.12 -9.26 -20.96 -31.94 2.49 5.44

Discrete Performance (%)
2022 YTD 2021 2020 2019 2018 2017

Fund -26.65 27.83 2.49 25.46 -13.84 30.62
Sector -31.09 22.92 6.48 25.34 -11.70 27.18

Source: FE fundinfo 2022

Past performance should not be seen as an indication of future 
performance. The value of investments and the income from them may 
go down as well as up and you may not get back your original investment.

Sector Allocation

Industrials 23.53%

Health Care 17.55%
Technology 21.14%

Financials 11.05%

Support Services 0.89%
Consumer Goods 1.93%

Consumer Services 4.76%
Software & computer services 3.25%
Chemicals 2.72%

Cash 8.40%

Utilities 4.78%
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ADDITIONAL 
NOTES

With effect from 1 July 2022, the following name changes took place:

CFP Castlefield B.E.S.T Sustainable European Fund was renamed CFP Castlefield Sustainable European Fund

CFP Castlefield B.E.S.T Sustainable Portfolio Growth Fund was renamed CFP Castlefield Sustainable Portfolio Growth Fund

CFP Castlefield B.E.S.T Sustainable Portfolio Income Fund was renamed CFP Castlefield Sustainable Portfolio Income Fund

CFP Castlefield B.E.S.T Sustainable UK Opportunities Fund was renamed CFP Castlefield Sustainable UK Opportunities Fund

CFP Castlefield B.E.S.T Sustainable UK Smaller Companies Fund was renamed CFP Castlefield Sustainable UK Smaller Companies Fund
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Past performance is not a guide to future performance. Investment in the funds carries the risk of 
potential loss of capital. This document provides information about the CFP Castlefield Sustainable Fund 
range. ConBrio Fund Partners Limited (CFP) is the Authorised Corporate Director ( ACD) of the Fund and 
Castlefield Investment Partners LLP (CIP) is the appointed Investment Adviser. CFP is authorised and 
regulated by the Financial Conduct Authority.

Castlefield is a trading name of Castlefield Investment Partners LLP (CIP) and ConBrio is a trading name of 
ConBrio Fund Partners Limited (CFP). Castlefield and ConBrio are registered trade marks and the property 
of Castlefield Partners Limited. CIP is authorised and regulated by the Financial Conduct Authority. 
Registered in England & Wales No. OC302833. Registered Office 111 Piccadilly, Manchester, M1 2HY. Part of 
the Castlefield employee-owned group. Member of the Employee Ownership Association.

Opinions constitute our judgement as of this date and are subject to change without warning. The officers 
and employees of Castlefield Investment Partners LLP, may have positions in any securities mentioned 
herein. This document shall be governed by and construed in accordance with the law of England and 
Wales and is subject to the exclusive jurisdiction of the English Courts.

The value of investments, and the income from them, can go down as well as up, and you may not 
recover the amount of your original investment. Past performance is not necessarily a guide to future 
performance. Where an investment involves exposure to a foreign currency, changes in rates of exchange 
may cause the value of the investment, and the income from it, to go up or down. In the case of some 
investments, you should be aware that there is no recognised market for them, and that it may therefore 
be difficult for you to deal in them or for you to obtain reliable information about their value or the extent 
of the risks to which they are exposed. Certain investments carry a higher degree of risk than others and 
are, therefore, unsuitable for some investors.

The information in this document is not intended as an offer or solicitation to buy or sell securities or any 
other investment or banking product, nor does it constitute a personal recommendation.

Investors should not purchase the Funds referred to in this document except on the basis of information 
contained in the Fund’s prospectus. We recommend that investors who are not professional investors 
should contact their professional adviser. The Fund’s Prospectus and Key Investor Information Document 
(KIID) are available from www.conbriofunds.com or direct from Castlefield.


