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Fund Facts  

MitonOptimal Jersey Limited is regulated by the Jersey Financial Services Commission. Orchard Funds PLC has the 

status of a recognised scheme under Section 264 of FSMA 2000 of the United Kingdom. The Fund is authorised in 

Ireland and regulated by the Central Bank of Ireland. Past performance may not be a reliable guide to future perfor-

mance. Investments can go down as well as up and investors may not get back the whole amount they invested. 

Changes in exchange rates may have an adverse effect on the value price or income of the product. For full disclo-

sure of the risks and warnings please visit our web site. www.mitonoptimal.com/jersey 
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Investment Commentary 

A tough month saw the A share class fall 4.41% as 

value stocks were again out of favour as long term 

interest rates moved inexorably lower. 

Whilst the overall equity markets had a tough 

month, the value sector where the Orchard 

Fund invests had a desperate month with 

value as a single factor in the S&P 500 

falling 9.57% in the month, a loss on the 

year of 15.67% and a decline in the last 

twelve months of over 20%. Quite simply 

there is no hiding place if you are an investor 

in value stocks. 

We have done what we can to mitigate the 

worst of these issues, significantly raising cash 

in the portfolio so that at the end of the 

month we held almost 30% of the Fund in 

cash, having been even higher at some 

points during the month. We expect to retain 

that higher cash weighting until we see 

evidence that the trend is changing. 

The problem for value stocks at the moment 

is that with interest rates so low, the market is 

indifferent between real returns now and the 

promise of returns in the future. As those 

promises cannot be tested, they can be as 

optimistic as they want and the market seems 

happy to accept the promise of jam 

tomorrow rather than actual returns today. As 

a consequence, value, as measured by the 

S&P ETF, is now as cheap, relative to growth 

measured the same way, as it has been since 

the dotcom boom of 2000. 

Our greatest comfort is that growth is based 

on assumptions which may or may not 

come true. Value however is based on a 

reality now and as long as the fundamentals 

remain sound, it is relatively easy to 

calculate the worth of that income. 

However, it seems that we have entered a 

period where the markets are becoming 

increasingly divorced from reality and are 

being driven by factors which are not easily 

anticipated. 

“with interest rates so low, the 

market is indifferent between 

real returns now and the 

promise of returns at some 

point in the future ” 

As we warned last month, sentiment is a 

massive factor in the investment markets at 

the moment and that changes quickly. The 

possibility of a US recession should focus 

minds on reality rather than dreams but we 

still have the tweets of an increasingly 

incoherent US President to navigate. At this 

time we are minded to recall Warren 

Buffett’s quote, “price is what you pay, 

value is what you get”. 
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