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  14 January 2003 

Fund Facts 

 Fund Manager 

  Richard Harwood   

MitonOptimal Jersey Ltd 

 (since inception) 

 Fund Structure 

  UCITS V 

 Domicile 

  Dublin 

 Currencies 

  GBP, USD, EUR, CHF 

 Administrator 

  CACEIS Ireland Ltd 

 Min Subscription 

50,000 for individuals, 

10,000 for platforms and 

designated bodies 

 Fund AUM 

£31.2m 

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 

Orchard Funds PLC 

Equity Income & Total Return 

6% Targeted Annual Yield 

Wynn Resorts, +37.88 bps  
Wynn Resorts was a major beneficiary of improving US China trade talks combined with solid 

fundamentals. Wynn released results towards the end of the month, which highlighted the past 

impact of the trade tensions but also the underlying health of the business. Warren Buffett once 

suggested you should buy stocks on the assumption that the market will close for 10 years and 

this is one stock that we would happily do so on that basis but in the meantime, we live with the 

volatility caused by the President’s latest tweets. Wynn are well placed in both the US and China 

and their underlying business, devoid of the negative news flow, is extremely sound.  

American Airlines, +34.04 bps  

This is another stock where a modicum of good news has been significantly supplemented with 

a healthy dose of reality. The negative story which has hung over American Airlines for a 

considerable time has been the grounding of the Boeing 737 Max. This has had a significant 

impact on American Airlines causing flights to be cancelled and the bottom line to be impaired. 

With talk of the plane being approved to fly again before the year end, that negative sentiment 

has eroded and the more positive fundamentals have re-emerged. This makes the stock a 

compelling story. Trading on a forward P/E of just 6 with rising earnings , generating a strong 

amount of free cash flow which is being used to reduce debt and buy back shares, we are 

happy to remain long of this stock with calls at $32, $34 and $37. 

Goodyear Tire & Rubber, +37.19 bps  

A better outlook for the business has seen a sharp rally in the share price with Goodyear rising 

sharply again this month. This was despite disappointing quarterly earnings but reflected the 

fact that the share price was deep in the value camp with a 2020 projected P/E ratio of just 7. 

Given such a lowly rating, a sharp move to the upside was to be expected on any news which 

did not confirm the pessimistic outlook, but despite this, we remain cautious on this holding 

and have written a call just 5% above the current market price for an annualised yield of over 

12%. We believe that the stock will remain range bound for the moment but yielding over 16% 

including the dividend, we are happy to remain patient. 
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Imperial Brands was one of our very few holdings to suffer the ill effects of Sterling strength. In 

dollar terms, given that a large percentage of its income is in dollars, the stock fell a modest 

2.55% but when that is translated into Sterling returns, that increases to a more material 

7.43% decline. This is why we hedge our currency exposure in the Fund at pool and share 

class level as material currency moves can significantly impact performance. Although it could 

not mitigate the pain at individual holding level, it mitigated the worst of what could have 

been material losses at Fund level allowing us to produce significantly positive performance 

this month. We believe that the currency markets are exceptionally difficult to call and play 

such a massive part in total returns that we prefer to concentrate on the part of those returns 

which we can predict, calculate and mitigate the risk when we have no edge.  

Skyworks Solutions, +29.01bps  

Lloyds was a major beneficiary of the progress in the Brexit talks as the fear of a hard Brexit 

eroded and stocks, which have been weighed down by those fears, were able to be judged on 

fundamentals rather than fear. The revaluation of Lloyds has taken place over two months 

during which time the stock has risen 13.5% as uncertainty erodes. The impending UK General 

Election will cause some uncertainty in the short term but over the longer term, the outlook for 

Lloyds looks solid. The stock yields over 5.5% which is well covered by free cash flow. We 

remain long with a 68p call, some 15% above the current market price.  

Altria Group, +28.29 bps  

We have written about this holding more times than any other over the last few months as it 

sits firmly in the cross hairs of the US China trade talks. An improvement in sentiment in that 

area has seen the share price rise again this month and it now sits above our January call strike 

at $85. In the last six months the share price has recorded monthly performance of -24.44%, 

+15.97, +10.37%, -11.74%, +5.29%, +14.9%, yet the six month performance is just +4%. These 

moves highlight the difficulty of being a long term investor in an irrational short term market 

but we stick to our fundamentals and ride out the storm. It creates unnecessary volatility for 

our clients but unfortunately, that is now the world in which we live. 

Lloyds Banking Group, +18.97 bps  

As we noted last month, Altria continues to be a beneficiary of the negative press associated 

with vaping. Although this may sound counter intuitive, given the investments made by Altria 

in vaping, it has reversed the narrative that vaping would kill off the much more lucrative 

smoking business. With that myth debunked, the underlying tobacco business has returned to 

focus and that has resulted in an uplift in the valuation. Regardless of one’s ethical stance on 

smoking, it is a highly cash generative business and one that looks to continue for some time to 

come. With an attractive 7% dividend yield, which we enhance with the cautious writing of call 

options, we remain happy to be long this stock. 

Imperial Brands PLC, -22.48 bps  


