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Direct Equity Strategy concept 

▪ An objective based strategy, not a risk based 
strategy

▪ 20-30 stocks – a concentrated portfolio

▪ Three separate strategies – GBP, USD, and EUR –
75% minimum in base currency

▪ All three are different portfolios with different 
stocks – not one portfolio in three currencies

▪ Team of six investment managers monitor 
stocks daily, meeting once a month

▪ All portfolios are tagged to the central ‘best 
ideas’ model

Caters for the needs of clients requiring:

Rising 
income

Growth 
potential

Lower volatility 
(than a full global 
equity offering)



Stock selection methodology 

Universe: FTSE 350, S&P500, EuroStoxx 300 
and SMI Swiss market index

Total of 1,180 stocks. Excellent 
representation of developed equity markets

Criteria result in higher exposure to 
consumer oriented sectors and lower 
exposure to cyclical sectors

All stocks are approved by both the Direct 
Equity team and the group Asset Selection 
Committee

Selection criteria  

▪ Dividend yield c. 2%
▪ Net debt to EBITDA ratio < 2.5
▪ Cash ROCE > WACC 
▪ History of earnings / dividend / cashflow growth
▪ No pension deficit 
▪ Sufficient cash buffer
▪ Dividend coverage ratio > 1 
▪ Liquidity tests
▪ Reasonable valuations (P/E, P/FCF, P/B)
▪ Sustainable competitive advantage, strong brand, 

intellectual property
▪ Influence over their market, pricing power, 

recurring revenue



Investment timing overlay
supporting investment decisions

-1

0

1

2

3

4

5

Equity B relative to the market Time

P
er

fo
rm

an
ce

 r
el

at
iv

e 
to

 m
ar

k
et Equity A relative to the market

SELL

SELL

TRANSITION ZONE

BUY

BUY

?

10.63%

9.07% Benchmark: MSCI UK Return

05 DEC 2016 – 04 MAY 2017

35.31%

-22.82%

Benchmark: MSCI UK Return

04 MAY 2017 – 30 SEPT 2020

+1.56%
+45.05%

-13.08%

-9.74%

Source: Brooks Macdonald,
MSCI: please see important information. 
Graph for illustrative purposes only.



The theory in practice (GBP)

Brooks Macdonald Direct Equity Strategy

MSCI UK Index
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We try to capture most of the upside, but focus 
heavily on avoiding the downside 

Higher return, with less risk
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Past performance is not a reliable 
indicator of future results.
Source: Brooks Macdonald as at 16.09.20 
MSCI: please see important information



The theory in practice (GBP)

Strategy performance3

Past performance is not a reliable indicator of future results.
Performance chart shows the value of £100 invested. Source: Brooks Macdonald/Bloomberg to 30.09.20. The above performance figures represent 
aggregate performance numbers from actual client portfolios and are net of any underlying fund charges and Brooks Macdonald fees. The data is 
drawn from portfolios managed by Brooks Macdonald Asset Management (International) Limited. 

• Portfolio launched
March 2011

• Cumulative 
performance since 
launch to 
30 September 2020



The theory in practice (USD)

Past performance is not a reliable indicator of future results.
Performance chart shows the value of $100 invested. Source: Brooks Macdonald/Bloomberg to 30.09.20. The above performance figures represent 
aggregate performance numbers from actual client portfolios and are net of any underlying fund charges and Brooks Macdonald fees. The data is 
drawn from portfolios managed by Brooks Macdonald Asset Management (International) Limited. 

• Portfolio launched
March 2011

• Cumulative 
performance since 
launch to 
30 September 2020

Strategy performance3



Important information

This document is intended for professional advisers only and should not be relied upon by any persons who do 
not have professional experience in matters relating to investments. All data provided by Brooks Macdonald, 
unless otherwise stated, as at 30.09.20. The value of your investments and the income from them may go down as 
well as up. You may get back less than you invested. Past performance is not a reliable indicator of future results.

The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any 
form and may not be used as a basis for or a component of any financial instruments or products or indices. None 
of the MSCI information is intended to constitute investment advice or a recommendation to make (or refrain from 
making) any kind of investment decision and may not be relied on as such. Historical data and analysis should not 
be taken as an indication or guarantee of any future performance analysis, forecast or prediction. The MSCI 
information is provided on an “as is” basis and the user of this information assumes the entire risk of any use 
made of this information. MSCI, each of its affiliates and each other person involved in or related to compiling, 
computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly disclaims all warranties 
(including, without limitation, any warranties of originality, accuracy, completeness, timeliness, non-infringement, 
merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of the 
foregoing, in no event shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive, 
consequential (including, without limitation, lost profits) or any other damages. (www.msci.com).

Important information continued next slide.



Brooks Macdonald is a trading name of Brooks Macdonald Group plc used by various companies in the Brooks 
Macdonald group of companies. Brooks Macdonald Group plc is registered in England No 4402058. Registered 
office: 21 Lombard Street, London EC3V 9AH.

Brooks Macdonald Asset Management (International) Limited is licensed and regulated by the Guernsey Financial 
Services Commission. Its Jersey Branch is licensed and regulated by the Jersey Financial Services Commission. 
Brooks Macdonald Asset Management (International) Limited is an authorised Financial Services Provider, 
regulated by the South African Financial Sector Conduct Authority. Registered in Guernsey No 47575. Registered 
office: First Floor, Royal Chambers, St. Julian’s Avenue, St. Peter Port, Guernsey, GY1 2HH. Principal place of 
business in Jersey: 5 Anley Street, St Helier, Jersey, JE2 3QE.

More information about the Brooks Macdonald Group can be found at www.brooksmacdonald.com. 

Important information continued



Questions

Contact us 
advisersolutions@brooksmacdonald.com
+44 (0)1534 715 598


