
February 2020 

Orchard Fund Portfolio Movements Top Countries 

United States 65.02% 

United Kingdom 13.47% 

Panama 3.34% 

Bermuda 3.17% 

Netherlands 2.22% 

 Launch Date 

  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 

£25.1m 

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 

Abbvie, Share Price +5.79%, Orchard Position Move -2.38%  

Abbvie researches and develops pharmaceutical products. The fact that the share price rose 5% in 

the month highlights its isolation from the coronavirus yet despite this rise, the options which we 

wrote carried more time value at the end of February than they did at the end of January 

Alphabet, Share Price -14.85%, Orchard Position Move -6.20%  

Despite the fall in the market and heightened volatility, this position performed as expected 

Altria Group, Share Price -15.06%, Orchard Position Move -15.06%  

Given the strong cash flow and 7% dividend yield we have not written calls on this position. We are 

content to hold this stock and will write calls against it at level we feel comfortable losing it in due 

course. 

American Airlines, Share Price -29.02%, Orchard Position Move -13.62%  

Caught in the epicentre of the coronavirus, American Airlines now trades on a compelling valuation 

of 4 x future earnings albeit that those earnings will be much lower this year. We believe the 

Company can ride out this crisis and offers exceptional long term value. 

Aviva, Share Price -14.85%, Orchard Position Move +2.06%  

This option expired during the month and wasn’t renewed. 

Best Buy, Share Price -10.67%, Orchard Position Move -5.12%  

An exceptional business with sharply rising earnings being temporarily disrupted by the 

coronavirus. 

Biogen, Share Price +14.71%, Orchard Position Move +3.75%  

Expired worthless during the month. We believe the company remains fundamentally strong and it 

remains on our watchlist. 

Boeing, Share Price -13.56%, Orchard Position Move -8.83%  

Boeing has been hit hard as a knock on effect of the airlines troubles. However, it remains one of 

only two major manufacturers with an exceptional order book. 

British Land, Share Price -9.66%, Orchard Position Move -8.19%  

This British REIT is trading at a 30% discount to NAV, despite having a 97% occupancy rate. This 

offers compelling value and a strong yield. 
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Carnival Corp, Share Price -23.13%, Orchard Position Move -18.53%  

Another stock hit hard by the coronavirus, the market has now priced in long term issues. We 

believe these are over stated and that all previous virus scares have seen earnings in the year 

following the crisis at or above pre crisis estimates. 

EasyJet, Share Price -23.60%, Orchard Position Move -1.69%  

We exited Easyjet at £13.00 and wrote this option into the virus scare. Whilst short term earnings 

will undoubtedly be affected, this setback offers a compelling long term entry price. 

Fedex, Share Price -2.40%, Orchard Position Move -5.27%  

We wrote this position intra month into the sell off. At the time it was 10% below the then market 

price but subsequent events have seen the price fall and volatility rise. At the end of the month, we 

are now only 1% out of the money. 

Goodyear Tire, Share Price -26.24%, Orchard Position Move -26.24%  

Caught in the epicentre of the coronavirus, American Airlines now trades on a compelling valuation 

of 4 x future earnings albeit that those earnings will be much lower this year. We believe the 

Company can ride out this crisis and offers exceptional long term value. 

Halliburton, Share Price -22.24%, Orchard Position Move -10.58%  

Despite the weaker oil price, the Halliburton share price has fully priced in the current negative 

news in the market and looks cheap. Any recovery in the oil price should see a corresponding and 

sharper recovery in the HAL share price. 

Humana, Share Price -4.93%, Orchard Position Move -3.13%  

Another position entered during the month where the share price has risen since writing but due to 

the increased volatility, the option has become more expensive and as such, we are facing a mark 

to market loss. 

Imperial Brands, Share Price -22.93%, Orchard Position Move 18.86%  

Imperial Brands is so cheap on a P/E and P/CF basis that we can see no justification for this sell off. 

No new news to justify such a large sell off and we remain happy to hold. 

Invesco, Share Price -16.76%, Orchard Position Move -16.76% 

All Fund Management companies are effectively a geared play on the market given the 

performance of the firm is directly linked to the performance and FUM of the firm. As such the 

move this month is unpleasant but not surprising. 
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Lincoln National, Share Price -16.69%, Orchard Position Move -14.45% 

Lincoln National is a US insurance company offering a wider range of financial products. It trades on 

a  P/E of less than 6 with significant earnings growth in the years ahead. It has a robust balance 

sheet although equity exposure does pose some earnings risk. 

Lloyds Banking, Share Price -14.52%, Orchard Position Move -14.52% 

The UK Bank trades on a P/E of 11 with a dividend yield of 7%. Primarily exposed to UK market but 

with stronger balance sheet than historically. 

Macquarie, Share Price -11.02%, Orchard Position Move -10.97% 

This is an infrastructure offering with exposure to Gas Storage and Jet Fuel Businesses as well as 

energy production and distribution in Hawaii. It generates a 10% dividend yield which is fully 

funded from cash flow from operations. 

McKesson, Share Price -1.93%, Orchard Position Move -1.20% 

McKesson Corp distributes pharmaceuticals, medical supplies and health and beauty products 

through the US. It is a well run company on an undemanding P/E. Our commitment to buy is 10% 

below the current market level. 

Merck & Co, Share Price -10.39%, Orchard Position Move -9.41%  

US drug company  offers products covering medicines, vaccines, animal health and consumer care 

products. It has a robust pipeline and steady earnings growth. Prior to the coronavirus, earning 

estimates had been rising steadily for over two years. Earnings are projected to rise at 10% per 

annum. 

Polo Ralph Lauren, Share Price -7.04%, Orchard Position Move -2.71% 

Premium apparel manufacturer with well established brand and good distribution network. Trades 

on undemanding P/E with excellent cash flow generation. Our commitment to buy is over 5% 

below the current market price at the end of the month. 

Rio Tinto, Share Price -14.57%, Orchard Position Move -6.87%  

The most economically sensitive of our holdings, which is why we only hold a 2% exposure. This 

exposure is split equally between the £44 puts and the £36 puts. Following the February sell off the 

share price fell close to our lower strike at £36 but on an undemanding P/E of 8, generating a 10% 

dividend yield and still generating significant free cash flow we can be patient with this holding. 

TripAdvisor, Share Price -14.17%, Orchard Position Move -6.60% 

Another holding which has been caught at the epicentre of the coronavirus. We are willing to be 

patient as this crisis will pass and the public's appetite for travel remains undiminished. The 

Company holds net cash and generates more each year. When the current crisis passes, this 

holding should do well. 
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Unilever, Share Price -10.32%, Orchard Position Move -5.52% 

This should be one of the most boring holdings in our or anyone else’s portfolio. The packaged 

consumer goods manufacturer produces the goods we buy every day and which in some respects 

are essentials. Our $50 put would allow us to enter this great stock at a sensible price. 

Valero Energy, Share Price -21.42%, Orchard Position Move -16.59% 

Valero is an independent petroleum refinery company based in the US, Canada and Aruba. It trades 

on a P/E of 9 generating good earnings growth and considerable fee cash flow. Although being 

exposed to the global economy its produce is in constant demand and the management has a 

strong track record. 

ViacomCBS, Share Price -27.89%, Orchard Position Move -27.54% 

A multi media company which provides radio and TV stations, produces and syndicates TV shows. 

Trading at low single digit P/E ratio given the threat from Netflix and Amazon  but still a robust 

business with good earnings growth. 

Walgreens Boots, Share Price -10.01%, Orchard Position Move -8.20% 

The Boots brand is universally known in the UK just as the Walgreens brand is in the US. A  retail 

drugstore group trading with a single digit P/E ratio. Their business is robust and unlikely to 

materially impacted by the crisis. 

Wells Fargo, Share Price -12.97%, Orchard Position Move -11.99%  

One of the more solid US banks with a robust balance sheet. Trading at an exceptionally low P/E 

ratio with a 6% dividend yield. It has been caught in the market sell off but the underlying business 

remains sound. 

Wynn Resorts, Share Price -14.41%, Orchard Position Move -13.01% 

Wynn is massively exposed to China and as such has been hit hard by the initial outbreak of 

coronavirus in China. However, this is a good business with a strong balance sheet and however 

painful the short term pain is, this is a solid business with a good long term outlook. 


