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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 

January was a tough month for the Orchard Fund 

as a combination of the Coronavirus and the 

dominance of growth stocks saw the Fund retreat. 

Having enjoyed a good final quarter of 

2019, January was a rude awakening for the 

strategy as growth stocks rose to an all time 

high against value stocks, which is the 

natural home of the Orchard strategy. This 

was compounded by the sudden emergence 

of the Coronavirus, which has seen economic 

activity in China collapse as whole 

communities are placed into quarantine. 

Whilst we are obviously mindful of the 

potential impact of the Coronavirus, in all 

probability, the market has already priced in 

much of the associated downside. There will 

be some short term losers from the virus and 

our exposure to Carnival Cruises and Wynn 

may be amongst those but unless it turns into 

a serious pandemic, those effects will be 

relatively short term in their nature.  

The trend favouring growth stocks at the 

expense of value stocks is much more 

concerning. That trend reversed between 

August and November which allowed the 

Orchard strategy to massively out-perform its 

benchmark and indeed the market returning 

10.8% against a market return of 9.4% 

despite carrying half the risk. However, that 

reversal stopped in December and in January 

growth stocks regained all of their losses and 

closed the month at all time highs. 

Whilst this move was unwelcome, we need 

to keep this move in perspective and 

understand its causes. One of the biggest 

causes of this disparity is that long term 

money is exceptionally cheap with UK long 

term rates just over 0.5%. This means that 

the present value of future earnings is worth 

almost the same as that same amount 

today. 

“The trend favouring growth 

stocks at the expense of value 

stocks is much more concerning” 

Most rationale investors understand that 

makes no sense as most of us would prefer 

money today rather than a similar amount 

in 10 years, but financial markets work on 

mathematics and in a purely mathematical 

sense, current interest rates suggest there is 

little difference between the two. At the 

moment, the promise of jam tomorrow 

supersedes anything that value stocks can 

offer today. 

As Keynes reminded us, “markets can stay 

irrational longer than you can stay solvent” 

but the current disparity between growth 

and value stocks looks unsustainable. We 

may be wrong, but we suspect that will not 

last forever. 
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