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Future Trends: Monthly Update

The Fund aims to deliver consistent and sustainable long-

term returns by investing in a concentrated portfolio of

global equities.

Alex Gunz

Investment Objective

Contact

Fund Manager The Heptagon Future Trends Fund has a very clear and

distinct philosophy: we seek to identify and invest in a

diverse range of businesses offering exposure to the key

trends that we believe will help shape the future. We were

pleased to see that the Fund recorded an all-time high NAV

at the end of August. With a 2.0% gain in the past month,

on a year-to-date basis, the Fund is up 11.9%. While Future

Trends continues to lag its MSCI World benchmark in 2021,

in both Q2 and Q3 to-date, the Fund is outperforming. More

importantly, when we look forward, the conviction in both

the businesses in which we are invested and the future

trends to which they are exposed remains as strong as

ever.

There is no such thing as a summer lull, at least not as far as

analysing the future is concerned. August proved to be another

busy month for the Fund, marked not only by the conclusion of

the second quarter reporting season but also by our decision to

exit from one business and to replace it with another. In

addition, we met virtually with management teams from four

businesses within the Fund (September will see us attend our

first real-world meetings for some time).

Begin with changes to the portfolio. As we discussed in the

previous month’s commentary, Avast announced on 15 July that

it was in advanced discussions with its larger US peer

NortonLifeLock regarding a possible combination of the two

businesses. Subsequent to this development, Avast confirmed

on 11 August that its Board had recommended a formal

merger. We had always believed Avast to be a scarce asset

in the world of cybersecurity with attractive fundamentals.

Owing to these characteristics, combined with the business

being undervalued (in our view) and the relative ease for foreign

businesses to acquire UK-listed assets, we were not surprised to

see this deal occur.

We started the process of exiting from our position in Avast on

the day news of the deal first broke and completed our exit in

early August. The average price of 582p at which we sold our

Avast shares compares to a level of 504p where the shares were

before the deal broke, and 393p when we first invested in the

business in March 2020. Correspondingly, we made a ~50%

return on our investment in Avast in less than 18 months.

Avast is the third business within the Future Trends Fund

that has been subject to positive M&A.
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Perhaps not uncoincidentally, all three have been UK-listed and one of the two others was also a cybersecurity business

(Sophos; ARM being the final asset that was acquired). The proceeds in Avast were invested in a US-listed platform

business during August which has already generated positive returns for the Fund. Given our one-month lag in

disclosure, we will provide more details in our September commentary.

Beyond M&A, the reporting season for the quarter ending 30 June provided its regular opportunity for us to gain

insights into how our remaining businesses see the future. While we were generally reassured that 74% of our

companies beat consensus expectations (above the average level of 62% beats since the Fund’s inception) and that

61% provided positively revised forward guidance (also ahead of our 35% long-term average), what matters more to us

is the qualitative commentary provided by management teams. In brief, the importance of the future trends to which

our businesses are exposed continues only to grow. Whether it’s in online education or the premiumisation of the pet

economy, growth prospects are accelerating. Such a conviction was only reinforced by the calls in which we participated

with management teams from Kerry Group, Covetrus and MOWI as well as also with our newest business.

The trends and businesses referenced above should serve as a good reminder of what the Future Trends Fund is all

about. The consumers of EdTech services and premium pet products may be very different people. Similarly, although

both Kerry Group and MOWI are classified as consumer staples businesses, the end markets they serve are far from

alike. Nonetheless, what both the aforementioned businesses as well as Chegg and Covetrus (education and pets

respectively) share is that they are exposed to trends which we believe will continue to develop broadly regardless of

the macro backdrop. The Future Trends Fund has always been about – and will always continue to be about – pan-

thematic diversification. As the trends from which our businesses benefit overlap, they should become mutually

reinforcing, driving a virtuous circle effect. Some of this can be evidenced in the fact that the weighted average

compound revenue growth rate for the Fund’s businesses over the next three years is 11.3%, more than three

times the level of forecast growth for the MSCI World.

When thinking about the macro environment, our main attention is centred on the economy. The trends in which we

invest are secular rather than cyclical in nature. However, it also behoves us to think seriously about government

intervention and regulation, and how this may impact the investment case for the businesses we own. Against this

background, Alibaba deserves some consideration, especially since it has been the Fund’s worst-performer on a

month-to-date and year-to-date basis (down 12.4% and 28.8% respectively).

As has been well-documented elsewhere, the Chinese authorities have been engaged in increasing regulatory scrutiny

across the tech sector. Our view is that these developments should be seen as unfortunate but necessary. Think of it

perhaps as an industry being cut down to size and hence being allowed to operate in a more restrained but also

hopefully more transparent environment. While we do not deny that near-term uncertainty levels are high, we see

Alibaba’s collection of assets as being both unique and unrivalled across the globe. Investors today can own

this business at cheaper multiples than ever before, despite growth prospects that are superior relative to

comparable local and global peers. To reconcile these dynamics and in the interests of prudence, we have sized our

position in Alibaba appropriately. It is the smallest weight in the Fund, at 2.3%.

At the opposite end of the spectrum, ASML – our largest holding – goes from strength to strength. The shares were the

Fund’s best-performer in August (up 10.3%) and have gained in every month of 2021 to-date. Such strength means that

on a year-to-date basis, ASML has returned 77.2%. Although we have made a similar observation previously, it bears

reiteration: the future can’t happen without ASML. It has a virtual monopoly on the production of machines that make

semiconductor chips. Separately, we were reassured that Vestas – the world’s largest player in wind turbines – was the

Fund’s second-best performer in August, up 10.0%. Although the shares remain down ~12% year-to-date, at their nadir

in March, they were down over 30%. Throughout, we retained our conviction in the business – it has not been out of our

top holdings in 2021 – and believe both its growth outlook and strong balance sheet constitute major attractions. Thank

you for your ongoing interest in and support for the Future Trends Fund.

Alex Gunz, Fund Manager
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I Important Information
Past performance is not an indication or guarantee of future performance and no representation or warranty is made

regarding future performance. This communication is for information purposes only. It is not an invitation or

inducement to engage in investment activity.

The document is provided for information purposes only and does not constitute investment advice or any

recommendation to buy, or sell or otherwise transact in any investments. The document is not intended to be

construed as investment research. The contents of this document are based upon sources of information which

Heptagon Capital believes to be reliable. However, except to the extent required by applicable law or regulations, no

guarantee, warranty or representation (express or implied) is given as to the accuracy or completeness of this

document or its contents and, Heptagon Capital, its affiliate companies and its members, officers, employees, agents

and advisors do not accept any liability or responsibility in respect of the information or any views expressed herein.

Opinions expressed whether in general or in both on the performance of individual investments and in a wider

economic context represent the views of the contributor at the time of preparation. Where this document provides

forward-looking statements which are based on relevant reports, current opinions, expectations and projections, actual

results could differ materially from those anticipated in such statements. All opinions and estimates included in the

document are subject to change without notice and Heptagon Capital is under no obligation to update or revise

information contained in the document. Furthermore, Heptagon Capital disclaims any liability for any loss, damage,

costs or expenses (including direct, indirect, special and consequential) howsoever arising which any person may suffer

or incur as a result of viewing or utilizing any information included in this document.

The document is protected by copyright. The use of any trademarks and logos displayed in the document without

Heptagon Capital's prior written consent is strictly prohibited. Information in the document must not be published or

redistributed without Heptagon Capital's prior written consent.

For all definitions of the financial terms used within this document, please refer to the glossary on our website:

https://www.heptagon-capital.com/glossary.

I Risk Warnings
The Fund is subject to special risk considerations including geographic concentration risk, portfolio concentration risk

and operational risk. The investment return and principal value of an investment will fluctuate so that the investor’s

shares, when redeemed, may be worth more or less than their original cost. Any investor should consider the

investment objectives, risks and charges and expenses of the fund carefully before investing. Where an investment is

denominated in a currency other than the investor’s currency, changes in rates of exchange may have an adverse effect

on the value, price of, or income derived from the investment.

I SFDR
This Fund has been classified as an Article 8 for the purposes of the EU’s Sustainable Finance Disclosure Regulation

(‘SFDR’). The Fund promotes environmental and/or social characteristics but does not have sustainable investment as its

primary objective. It might invest partially in assets that have a sustainable objective, for instance assets that are

qualified as sustainable according to EU classifications but does not place significantly higher importance on the

environmental objective of each underlying investment. Please see prospectus for further information on the Funds

environmental and/or social characteristics and relevant sustainability risks and principal adverse impacts which may

impact the Fund’s performance.

Authorised & Regulated by the Financial Conduct Authority (FRN: 403304)

https://www.heptagon-capital.com/glossary
https://assets.heptagon-capital.com/20210309180427/Heptagon-Fund-plc-Prospectus-All-Supplements-2021.pdf
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I Disclaimers
Source: MSCI. The MSCI information may only be used for your internal use, may not be reproduced or redisseminated

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)

The Global Industry Classification Standard (“GICS”) was developed by and is the exclusive property and a service mark

of MSCI Inc. (“MSCI”) and S&P Global Market Intelligence (“S&P”) and is licensed for use by Heptagon Fund plc. Neither

MSCI, S&P, nor any other party involved in making or compiling the GICS or any GICS classifications makes any express

or implied warranties or representations with respect to such standard or classification (or the results to be obtained by

the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness,

merchantability and fitness for a particular purpose with respect to any of such standard or classification. Without

limiting any of the foregoing, in no event shall MSCI, S&P, any of their affiliates or any third party involved in making or

compiling the GICS or any GICS classifications have any liability for any direct, indirect, special, punitive, consequential or

any other damages (including lost profits) even if notified of the possibility of such damages.

http://www.msci.com/

