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The investment world is changing; think small, think
long-term, says top fund manager
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The world of investing has reached a turning point. The credit boom of the last
25 years has come to an end, requiring a completely new approach from the
guardians of our long-term savings.
Not my assertion, but the distilled thinking of Gervais Williams, ‘2014 What
Investment fund manager of the year' and chief executive of AIM-listed Miton
Group (LON:MGR).
His thesis is that the past two-and-a-half decades have been characterised by
easy money and rising asset prices. This in turn has favoured the speculative
above the prudent.
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Meanwhile, the credit boom has gone on for so long it is viewed as normal.
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But the tide is turning, Williams told Proactive. "We are going to move away
from artificial market moves on the back of quantitative easing.
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"It is going to be about real companies making real money generating real
cash."

Sector:

Williams's investing principles and those that echo through his Miton funds can
be found expounded in his 2011 book ‘Slow Finance' and also in his latest
tome, the Future is Small.
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This advocates a return to local investment and organic growth; eschews
speculation, and warns against diverting investment capital towards ‘bubble
markets' such as Eastern Europe and Asia.
"If you look at emerging [markets] there are a lot of companies that have
provided poor returns because a lot of the risks weren't recognised at the time
[of investing]," Williams explains.
"We are going to have to get away from benchmarks and look at investing in
individual stocks that have the potential to go up irrespective of the wider
market.
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"We need to get away from this focus on high betas; trying to guess when the
markets are going to go up and guess when they are going down.
"Ultimately you are going to make money from companies that pay and grow a dividend over the long term."
So, for Williams at least, who manages the Diverse Income Trust, prime investments are the UK micro and small-cap
dividend payers.
He picks out A&J Mucklow as a prime example of what he likes in an investment. It owns industrial property in West
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Midlands, an area undergoing a renaissance at the moment thanks to the stellar success of Jaguar Land Rover.
However, Mucklow's record pre-dates this revival, for over the past 52 years it has paid a dividend that has grown on
average more than 10% each year.
"The compounding of income will overwhelm any zigzags in the market," Williams points out.
His firm Miton has been set up follow Williams investment principles. It has 14 funds and CEO has recruited some top
talent to help implement his strategy.
It recently acquired Darwin Investment Management, bringing the experienced David Jane and his team of Anthony
Rayner and Henna Hemnani to run the £740mln Miton Special Situations and £181mln Strategic portfolios.
And it has also brought on board George Godber and Georgina Hamilton, who run the CF Miton UK Value
Opportunities Fund.
Followers of the group will know it hasn't all been plain sailing over the last 12 months.
The influential Bill Mott, the veteran investor famous for refusing to join the hysteria of the dotcom boom, is retiring at
the end of the year, while it also lost a £325mln investment mandate.
A £10mln loss in the first half of the year was due to write-downs from the sale of its Liverpool-based Miton Capital
Partners (MCP), though on an underlying basis pre-tax profit was up almost 90% at £3.4mln. Broker Peel Hunt is
predicting the group will make £5.2mln this year.
Assets under management were £2.6bn, down from £3.1bn in December, which reflected the decision to offload MCP.
"There is nothing wrong with the business – it just wasn't aligned with our ‘beyond the credit boom' theme," said
Williams.
Miton is obviously a work in progress, but has some influential backers in BlackRock, Ruffer and F&C, who obviously
see the potential of the business as it grows funds back to £3bn and then beyond.
Williams admits: "Not everything has gone in our favour, but we have been steering fantastically confidently in the
direction we think we should be going."
The Investment World According to Williams
- 25-year credit boom is coming to an end
- So investors will have to work harder
- Local markets a key source of opportunities
- Avoid speculative emerging economies
- Dividend-paying small-caps most attractive
- Top pick: A&J Mucklow
Gervais Williams' new book, The Future is Small, is available from November 10 through Harriman House.
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Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
investors,
private
client
brokers,
fund
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international
investor
communities.
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No investment advice
Proactive Investors is a publisher and is not registered with or authorised by the Financial Conduct Authority (FCA). You understand and agree that no content
published constitutes a recommendation that any particular security, portfolio of securities, transaction, or investment strategy is suitable or advisable for any
specific person. You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential,
advisability, value or suitability of any particular security, portfolio of securities, transaction, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including company related products,
and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that contributors
may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases where the
position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and agree that
at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price and other
data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such calculations are
guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be selective,
may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information
and
data
may
not
be
current
and
should
not
be
relied
upon.
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