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Market overview

UK equities rose over the quarter, with 
domestically focused areas bouncing back as 
the UK economy proved to be resilient in the 
face of a challenging economic outlook. The 
consumer discretionary sector, as well as the 

Schroders and Baillie Gifford both 
outperformed. At the overall fund level, an 
overweight to, and selection within, consumer 
discretionary was the main contributor to 
positive returns. Meanwhile, selection within 
industrials weighed on performance. 

At the individual manager level, Schroders’ 
overweight to and selection within consumer 
discretionary contributed to the fund’s 
outperformance. Selection within consumer 
staples and communication services also 
boosted returns, while the team’s security 
selection within materials and utilities 
detracted. 

Baillie Gifford’s outperformance was driven 
by an overweight exposure to, and security 
selection within, communication services and 
consumer discretionary. An underweight to 
materials was also positive. Selection within 
financials and health care, however, detracted 
from returns. 

LOW-COST ACTIVE
EQUITY

Vanguard Active U.K. Equity Fund is an actively managed fund. Two traditional, bottom-up 
active managers, each with a complementary style, are blended together to create a core mid-
cap UK equity holding in a well-constructed, long-term investment portfolio. Baillie Gifford in 
Edinburgh seeks to identify market leading companies with above-average cash flow and 
earnings growth. Schroders uses a research-based approach to identify their best ideas with a 
consistent focus on out-of-favour companies.

Highlights

• UK equities ended the quarter in positive territory, with domestically focused areas bouncing
back.

• The consumer discretionary sector led the market.
• Performance across growth- and value-oriented sectors was mixed.
• The Vanguard Active U.K. Equity Fund outperformed its benchmark.
• Both managers are taking a patient approach through market uncertainty.

This document is directed at professional investors and should not be distributed to, or relied upon by retail 
investors. This document is designed for use by, and is directed only at persons resident in the UK. Past performance 
is not a reliable indicator of future results.
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industrials sector, outperformed despite 
market turbulence emanating from the 
banking sector. The collapse of Silicon Valley 
Bank in the US raised concerns particularly 
over US regional banks that are subject to less 
regulation than their global peers. 
Subsequently, in Europe, troubled lender 
Credit Suisse was bought by UBS. The US 
Federal Reserve and the Bank of England 
raised interest rates twice during the quarter, 
while UK inflation remained stubbornly above 
10%. In the eurozone, inflation declined to a 
one-year low of 6.9% in March. 

Performance

The Vanguard Active U.K. Equity Fund 
returned 4.68% over the quarter, 
outperforming its benchmark, the FTSE All-
Share Index, which returned 3.08%1. 

1 Source: Vanguard, as at 31 March 2023.
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At the individual stock level, the top 
contributors to performance were luxury 
fashion retailer Burberry and games 
manufacturer Games Workshop. An 
underweight exposure to commodity producer 
Glencore and a lack of exposure to British 
American Tobacco also contributed to the 
fund’s outperformance. The largest detractors 
were life sciences supplier Abcam and 
software company Kainos. An underweight to 
HSBC and a lack of exposure to construction 
supply business CRH also detracted. 

Burberry shares benefitted from China’s 
reopening following Covid-19 restrictions and 
the pent-up demand anticipated for consumer 
spending in the region. The latest quarterly 
trading update highlighted double-digit 
revenue growth from outside mainland China 
and continued growth in its higher-margin 
product categories. Over the past five years, 
the company has implemented important 
strategic and operational changes in its 
distribution network, as well as changes in 
products and pricing, which will serve to 
elevate its luxury brand positioning. 

Shares of Games Workshop rose over the 
quarter as the company released a new edition 
of its flagship game, Warhammer 40k. Baillie 
Gifford believes that focused customer 
engagement is helping tailor the company’s 
game development, boost customer loyalty 
and drive success. Baillie Gifford continues to 
be enthusiastic about the long-term outlook 
for the company’s core tabletop franchise, as 
well as the substantial opportunity from the 
monetisation of its high-quality intellectual 
property. 

Abcam experienced headwinds over the past 
several quarters, causing revenues to fall short 
of expectations. Issues surrounding the 
implementation of its business management 
software, coupled with Covid-19 outbreaks in 
China following the reopening of the economy, 
has affected lab activity levels. Despite short-
term setbacks, Baillie Gifford believes that 
underlying demand for Abcam’s products 
continues to be strong. The management team 
has reiterated that the company is still on 
track to meet its 2024 revenue goals.  

Shares of Kainos fell amid the broader 
economic uncertainty that defined the quarter. 
The team at Baillie Gifford believes the market 

is underestimating the resiliency of the 
company’s Workday business. During a recent 
visit to company headquarters, the team was 
encouraged to learn more about Kainos’ 
differentiated culture and the significant 
opportunity to grow its software-as-a-service 
(SaaS) Workday business. 

Activity

Schroders continued to add to its position in 
Swiss multinational Glencore, citing the firm’s 
asset mix of forward-facing minerals which 
are well positioned to benefit as the world 
moves to decarbonise energy and industry. 
Schroders eliminated its position in Australian 
metals and mining corporation, Rio Tinto, using 
the proceeds to fund its growing position size 
in Glencore, which the team believes is better 
diversified. 
Baillie Gifford did not make any new buys or 
sales during the quarter. Both managers run 
long-term focused, low-turnover portfolios 
resulting in some quarters without new trading 
activity. Baillie Gifford maintains a patient 
approach to finding high-quality growth 
companies which are perceived to be resilient 
in the face of uncertain market conditions. 
Outlook 
The Baillie Gifford team sees opportunity to 
form views differentiated from those of the 
wider market by carefully assessing the unique 
characteristics of companies and weighing up 
their idiosyncratic risks and opportunities. The 
team believes the key to generating attractive 
long-term returns is striking the right balance 
between growth, quality and resilience. Its 
approach remains one of patient investment in 
a portfolio of growing companies with strong 
competitive positions run by sensible 
management teams. 
Schroders maintains a focus on constructing a 
portfolio that is diversified and consists of its 
highest conviction stock picks that it believes 
will outperform over the long term. The team 
continues to lean into its experience gained 
over cycles to closely monitor risks and add to 
existing holdings on share price weakness. 
Schroders believes the UK equity market is 
dependent on global growth but that the UK 
market's relative valuation provides a cushion 
to help absorb risk should the US economy fall 
into a recession. 

2

This document is directed at professional investors and should not be distributed to, or relied upon by 
retail investors. This document is designed for use by, and is directed only at persons resident in the UK. 
Past performance is not a reliable indicator of future results.



Key fund facts (as at 31 March 2023)

Past performance is not a reliable indicator of future results. 
Source: Vanguard and Morningstar, as at 31 March 2023. Peer group is IA UK All Companies. Performance figures include the 
reinvestment of all dividends and any capital gains distributions. The performance data does not take account of the commissions and 
costs incurred in the issue and redemption of shares. Basis of fund performance NAV to NAV. Basis of index performance is total return. 
All performance is calculated in GBP, net of fees. 
1The Ongoing Charges Figure (OCF) covers the fund manager’s costs of managing the fund. It does not include dealing costs or additional 
costs such as audit fees. 
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Fund performance (as at 31 March 2023)

Investment manager: Baillie Gifford Overseas Ltd,
Schroder Investment Management North America Inc.
Inception date: 15 October 2019
Domicile: United Kingdom
Benchmark: FTSE All-Share Index
Ongoing charges figure1: 0.45%

Fund AUM: GBP 39 m
Number of holdings: 82
Median market cap: GBP 6.0B
PE ratio: 13.9X
Equity yield (dividend): 2.6% 
ISIN: GB00BK1XRK60
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Year on year (%)
Fund  -- -- 37.69 -7.70 0.45
Peer group  2.83 -19.16 37.77 5.29 -1.99
Benchmark  6.36 -18.45 26.71 13.03 2.92

Cumulative (%) YTD 3m 1 year 3 yr (ann.) 5 yr (ann.) Since inception

Fund 4.68 4.68 0.45 8.48 -- 0.92 

Peer Group 2.63 2.63 -1.99 12.45 3.40 3.07 

Benchmark 3.08 3.08 2.92 13.81 5.04 4.65 
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Vanguard Active UK Equity Fund IA UK All Companies FTSE All-Share Index

1 Apr 2018 -
31 Mar 2019 

1 Apr 2019 -
31 Mar 2020 

1 Apr 2020 -
31 Mar 2021 

1 Apr 2021 -
31 Mar 2022 

1 Apr 2022 -
31 Mar 2023 
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Fund Benchmark
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Sector exposure (%, as at 31 March 2023)

Top 10 fund holdings (% exposure, as at 31 March 2023)

Company %

Games Workshop Group plc 3.4

Burberry Group plc 3.3

AstraZeneca plc 3.1

Shell plc 3.1

4imprint Group plc 3.0

Prudential plc 2.5

Standard Chartered plc 2.3

Auto Trader Group plc 2.3

Experian plc 2.2

GSK plc 1.8

Source: Vanguard, as at 31 March 2023. 
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Performance analysis

Top detractors 3-month (%)

Company name
Portfolio 
weight

Bench 
weight

3-month
return Total effect

Burberry Group plc 3.3 0.4 27.4 0.6

British American Tobacco p.l.c. 0.0 2.7 -11.7 0.5

Glencore plc 1.2 2.5 -15.9 0.5

Games Workshop Group PLC 3.5 0.1 14.2 0.3

Auto Trader Group Plc 2.3 0.2 20.1 0.3

Company name
Portfolio 
weight

Bench 
weight

3-month
return Total effect

Abcam Plc 1.5 0.0 -15.8 -0.4

CRH public limited company 0.0 1.3 26.3 -0.3

Kainos Group Plc 1.5 0.1 -10.4 -0.2

Rolls-Royce Holdings plc 0.0 0.5 59.9 -0.2

HSBC Holdings Plc 1.2 4.7 9.9 -0.2

Company name
Portfolio 
weight

Bench 
weight

12-month
return Total effect

4imprint Group plc 3.1 0.1 74.6 1.2

Burberry Group plc 3.3 0.4 59.1 1.0

HomeServe plc 0.0 0.0 40.9 1.0

Games Workshop Group PLC 3.5 0.1 37.9 0.9

Anglo American plc 1.4 1.4 -6.8 0.4

Company name
Portfolio 
weight

Bench 
weight

12-month
return Total effect

Farfetch Limited 0.6 0.0 -65.4 -0.8

AstraZeneca 3.2 7.1 1.8 -0.7

Ocado Group PLC 0.8 0.1 -54.3 -0.6

Unilever PLC 1.6 4.5 25.9 -0.6

Shell plc 3.2 6.9 13.8 -0.6

Top contributors 12-month (%)

Top detractors 12-month (%)

Top contributors 3-month (%)

Past performance is not a reliable indicator of future results. 
The portfolio attribution data shown above is provided by FactSet based on information provided by Vanguard about 
the fund’s daily portfolio holdings as of the market close. Because the fund buys and sells stocks throughout the trading 
day and not necessarily at the market close, the attribution data shown above is an estimate and may not precisely 
reflect actual attribution information.

Source: FactSet, as at 31 March 2023. FactSet is a holdings-based attribution tool. Portfolio transactions are valued at 
closing price, which may cause some slight deviations with the fund return (based on NAV).

This document is directed at professional investors and should not be distributed to, or relied upon by retail investors. This 
document is designed for use by, and is directed only at persons resident in the UK. Past performance is not a clear 
indicator of future results. 



Investment risk information

The value of investments, and the income from them, may fall or rise and investors may get 
back less than they invested.

Past performance is not a reliable indicator of future results.

Investments in smaller companies may be more volatile than investments in well-
established blue chip companies.

Reference in this document to specific securities should not be construed as a 
recommendation to buy or sell these securities, but is included for the purposes of illustration 
only.

The Funds may use derivatives in order to reduce risk or cost and/or generate extra income or 
growth. The use of derivatives could increase or reduce exposure to underlying assets and 
result in greater fluctuations of the Fund's net asset value. A derivative is a financial contract 
whose value is based on the value of a financial asset (such as a share, bond, or currency) or a 
market index.

Some funds invest in securities which are denominated in different currencies. Movements 
in currency exchange rates can affect the return of investments.

For further information on risks please see the “Risk Factors” section of the prospectus on our 
website at https://global.vanguard.com.
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Important information

This document is directed at professional investors and should not be distributed to, or relied 
upon by retail investors.

For further information on the fund's investment policies and risks, please refer to the 
prospectus of the UCITS and to the KIID before making any final investment decisions. The 
KIID for this fund is available, alongside the prospectus via Vanguard’s website https://
global.vanguard.com/

This document is designed for use by, and is directed only at persons resident in the UK.

The information contained in this document is not to be regarded as an offer to buy or sell or the 
solicitation of any offer to buy or sell securities in any jurisdiction where such an offer or 
solicitation is against the law, or to anyone to whom it is unlawful to make such an offer or 
solicitation, or if the person making the offer or solicitation is not qualified to do so. The 
information in this document is general in nature and does not constitute legal, tax, or 
investment advice. Potential investors are urged to consult their professional advisers on the 
implications of making an investment in, holding or disposing of shares and /or units of, and the 
receipt of distribution from any investment.

The Authorised Corporate Director for Vanguard Investments Funds ICVC is Vanguard 
Investments UK, Limited.  Vanguard Asset Management, Limited is a distributor of Vanguard 
Investments Funds ICVC.

For investors in UK domiciled funds, a summary of investor rights can be obtained via https://
www.vanguard.co.uk/content/dam/intl/europe/documents/en/Vanguard-
InvestorsRightsSummaryUKFUNDSJan22.pdf and is available in English.

London Stock Exchange Group companies include FTSE International Limited ("FTSE"), Frank 
Russell Company ("Russell"), MTS Next Limited ("MTS"), and FTSE TMX Global Debt Capital 
Markets Inc. ("FTSE TMX"). All rights reserved. "FTSE®", "Russell®", "MTS®", "FTSE TMX®" and 
"FTSE Russell" and other service marks and trademarks related to the FTSE or Russell indexes 
are trademarks of the London Stock Exchange Group companies and are used by FTSE, MTS, 
FTSE TMX and Russell under licence. All information is provided for information purposes only. 
No responsibility or liability can be accepted by the London Stock Exchange Group companies 
nor its licensors for any errors or for any loss from use of this publication. Neither the London 
Stock Exchange Group companies nor any of its licensors make any claim, prediction, warranty 
or representation whatsoever, expressly or impliedly, either as to the results to be obtained from 
the use of the FTSE or Russell indexes or the fitness or suitability of the indexes for any 
particular purpose to which they might be put.

Issued by Vanguard Asset Management Limited, which is authorised and regulated in the 
UK by the Financial Conduct Authority.

© 2023 Vanguard Asset Management Limited. All rights reserved.
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