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You said—we listened! 

that has helped us make some decisions.  
 
Just to remind you, PEPTalk has run in its current format 

investment ideas and popular features and we believe it 
 

 

changed and the pandemic has only served to accelerate 
changes in the ways that people interact. The survey 

 
 
•   
•  You would like more frequent issues 
•  They should feature individual shares 
•  They should feature investment trusts in 

preference to unit trusts and OEICs 
 
We concluded we should stop producing PEPTalk on a 

-up 

 
 
In place of the quarterly PEPtalk we will produce a much 

monthly basis but may vary depending on newsworthy 
content. 
via email or CWA. With this in mind, please make sure we 
have a current email address for you.  

ISA & PEPTalk 
 

July 2022 

 

Pilling & Co 
Stockbrokers Ltd 

 
Henry Pilling House 

29 Booth Street 
Manchester M2 4AF 

 

Tel 0161 832 6581  Fax 0161 832 0815 
 

www.pilling.co.uk 

If not already done so, it would be an ideal opportunity to 
register for CWA. You can view your accounts online and 

up to date more efficiently and comes with the added 
bonus of paying lower custody fees and saving paper. To 
switch is easy to do, simply email us at  

 
compliance@pilling.co.uk  

 
Managing accounts 
 
What also came out of the survey was that some of you 
did not realise we can manage your accounts for you or, 
we can manage part of your account while you operate 

 
 
For further details of this please contact Investment 
Department on 0161 819 4825 or email 
tony.cawley@pilling.co.uk or speak to your usual Pilling 
contact. 

Client Web Access (CWA) 
 

View all your family or connected accounts in one place. 
-line. 

 
By registering for CWA you qualify for a lower custody fee and help the environment by saving paper 

 

compliance@pilling.co.uk to receive your login 

Follow us using the links below to keep on top of every-
thing that is happening at Pilling & Co. 
 

• www.linkedin.com/company/pilling 
 
• www.facebook.com/pillingandco 
 
•   
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Economic Overview and Prospects for the Market   

If you receive a copy of PEPTalk and no 
longer wish to receive it, please 

contact us via the usual channels or 
email us at compliance@pilling.co.uk 

and we will arrange this for you 

 

Our Services: - 
 

•   

•   

•  Investment Management 

•   

•  SIPPs 

•  ISAs, JISAs, CTFs 
 

Survey 1 

Economic Overview 2 

Sequoia Economic Infrastructure 4 

Shell 4 

Drax 5 

Capital Gearing Trust  6 

Rio Tinto 6 

Movers & Shakers 7 

 8 

Chinese who have been doing their own 

spread of Covid with a zero-tolerance 
policy leading to large manufacturing 
hubs being closed down periodically 
means supply side constraints are 
remaining persistently difficult. To add 
further complexity to an already 

West recognised they couldn’t rely on 
global supply chains following the 
pandemic. This moved their stocking 
emphasis from ‘ ’ to ‘just in 
case’ which has meant a higher demand 
for inventory is now sat on company 
balance sheets. Therefore, they are not 

have in the past and this will affect their 
profit margins. The next step would be 
to re-shore manufacturing which will 
come at huge expense but one that 
some believe is a necessity. In either 
scenario the likelihood is we will see 
further pressure to pricing for some 

inventory to an acceptable level.  
 
From an economic standpoint, we have 
record levels of employment, and you 
will have read in the past how the 
savings rates have been exaggerated 
during the pandemic. Those saving rates 
haven’t dispersed too much yet, holding 
steady at 6.8% in the first quarter of 

-Covid 

made its mark, with quarterly household 

first quarter of 2011, more than 
swallowed up strong nominal disposable 
income growth of 1.5%. That is the 

since the economy reopened following 
the pandemic over twelve months ago. 
Whilst central banks originally felt this 
would be transitory, clearly that was an 

now reaching record highs and expected 
to go even higher. To provide them with 
some defence, there are a number of 

were unforeseen as 2021 came to a 
close. The most obvious and perhaps the 

the war in Ukraine, which sadly shows 

soon. The knock-on effect is highly 

output from both Russia and Ukraine is 

examples are oil and gas from Russia, 

global demand for wheat and corn 
comes from Russia and Ukraine. 
According to Blackrock, this would mean 
the US would need to increase supply by 
thirty million tons, which equates to an 
increase in crop yields of 8%! 

elevated for longer. 
 

Mike Talbot 
 

Chartered 
Investment 

Manager 
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should in my opinion make investors re-
 

 

is something the government bond 
market did not take kindly to, recording 

-off 
across the curve. This being reflected in 
swap rates, and pressure for further 
mortgage rate rises. Coupling that with 
the widening in corporate spreads, 
especially for high yield issuers, firms’ 
borrowing costs are up too. From an 
equity market standpoint, it proved to 

stock market into ‘bear market’ 
territory, typically defined as a 20% fall 
in broad index from its peak. The 
average bear market lasts for around 
nine months which suggests there is 
more pain to come. In fact, to reiterate 
this point, one could argue we haven’t 
seen a ‘real’ 
to pre-Covid levels (31st December 

higher.  
 
There is a silver lining to the weaker 
outlook of a recession on the horizon 
and that is the opening up of spare 
capacity which in turn could see wage 

‘core’ 
pressures diminish. Take labour for 

pro-

search for jobs and visa versa. However, 
in the current environment where 
surging stock market wealth had 

plans forward, especially in the US, the 
sharp fall that has already taken place in 
equity markets might encourage a 
countercyclical rebound in labour force 

further providing some much-needed 
breathing space for the Fed. The impact 
could happen as soon as mid 2023, with 
rate cuts used in countries where 
monetary policy should by then have 

to the MPC’s target of c2% however as 

China’ ’s threat to 
cut the gas supply to mainland Europe 
sending prices higher, and food prices 

amount of wheat leaving Ukraine via the 
Black Sea we could see prices elevated 

remains at around 5% through 2023 and 
2024.  
 
All this means the outlook is challenging 
to say the least, and as always there are 
different ways to assess the 
performance of markets. That said, we 
should not forget the market is a 
forward-looking mechanism, and 
therefore one argument could be that 
we have seen the next six months of 

is no doubt in investors minds that we 
have simply witnessed a compression in 

necessary evil because investors were 
willing to pay whatever it took to obtain 

was never going to be a sustainable 

understandably created one of the 

growth companies versus value 
companies. Does this mean we are in a 
period of maximum pessimism; I would 
suggest not, I do not think we have hit 

suggests there is further pain to come, 
however this comes with a caveat, that 
if we hit that period as the year closes, 

in the second quarter of 2023 as all eyes 

interest rates to come back down. The 
hopes are this recession will be mild, 

unemployment and high savings rates it 
strikes me this is a fair argument, but as 
we have been warned throughout 2022, 
the risk to this base case scenario is to 
the upside, therefore expect some 
shocks to materialise.  

fourth quarter that real income growth 

households are willing to cut back on 
savings rather than spending will be a 
key determinant of the outlook from 
here.  
 
As for the employment market, in the 
UK we are seeing industry wide strikes 
such as the train strikes recently as well 

public sectors such as the NHS asking for 
higher income. The US has an extremely 

for every job seeker, whilst in the UK 
this stands at one for one, which is 
squeezing labour costs higher and 
higher. The Federal Reserve seems to be 
of the view that a recession is tolerable 
in order to dampen wage demands, as 

seen in the 1970s. This could explain the 
rather usual comments made by Andrew 
Bailey recently when he declared 
workers should not ask for pay rises. 
 

reads across the world, the latest 
reading in the UK was 9.1%, while the 
US and Eurozone readings were 8.6%. 

transitory has clearly meant central 

behind the curve as the Bank of England 

the raise was 6 – 3. 
three that voted against this move, 
wanted to raise rates by 0.50% - perhaps 
a signal that they have realised more 

the US, the Federal reserve raised rates 
by 0.75%. The market is now pricing in 
three more hikes in the UK of at least 
0.25% and in the US, Goldman Sachs 

increases followed by 0.50% in 
September, reducing to 0.25% moves in 
November and December. This would 
take the Fed funds rate to a range of 
3.25% to 3.5% by the year end and the 
bank of England to 2%. Considering for 
the last decade the average rate set by 
the Federal Reserve was 0.75% this sets 

Economic Overview and Prospects for the Market  Contd…. 
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Sequoia Economic Infrastructure  Low/ Medium Risk     Buy 88p 

You will have 
read earlier in 
our Economic 

Investors are now having to contend 

together with higher interest rates 

global financial crisis of 2008. This 
fundamentally requires a reappraisal in 
how to allocate capital to generate a 
real return. 
 
Gone are the days of low interest rates, 

investors used as a backdrop for their 
investment approach. 
 

experiencing in equity markets has led 
to contagion across what have been 

 
One fund to highlight is Sequoia 
Economic Infrastructure Income. 
Sequoia Economic Infrastructure 

Income is a £1.8 billion market cap fund 
with investments across 76 private debt 
and bond investments. These are held 

29 subsectors with no single loan 

 
 

their lending to infrastructure assets. 

which protects against rising interest 

current macro environment. With the 
Bank of England inferring banks are 
required to hold more capital in reserve, 
Sequoia could be a net beneficiary.  
 
Sequoia has moved from trading at a 
small premium to its NAV as recently as 
April. The shares are priced below 90p 

Value and an income yield of 7% with a 
fully covered dividend. There have been 

to broker Jeffries these amount to only 
4.6% of the fund’s value. Management 

for their exposure here.  

lost 30 basis points of value since its 

-
significantly ahead of investment grade 

of the management team.  
 

the management team and board have 
the ability to conduct quarterly tenders 
to try and bring this back in line. 
 
In conclusion we see a well-diversified 

managed by a proven and successful 
management team. Sequoia is also a 

KID is rated 4 and is available on 
request. 

Shell plc “Go well Go Shell”  Medium Risk   Buy 2040p 

We are all cognizant of the need to 

Climate Conference held in Glasgow last 
year. 
 
The aim was to seek global agreement 
to tackle climate change and reduce 
carbon emissions. This will inevitably 

from fossil to renewable fuels, which 
 

 
The war in Ukraine has highlighted the 
fragility of our energy security where 
there remains a reliance on foreign 
countries to meet European demands. 
This is principally via the supply of fossil 

to a greener, renewable form of energy 
 

 
These factors have led to a significant 
rise in energy prices which I am sure 
you are all acutely aware of with 

This will only worsen in October when 
prices will rise once again as the energy 
cap is revised higher. Unfortunately, we 
expect energy costs to remain 
structurally higher for longer. 
 
This has thrown the spotlight back to 
the producers who are delivering the 
highest investment returns in over a 
decade. Although share prices of the 
producers have moved higher since the 
start of the year we expect further 
upside from here. There are risks 
surrounding this thesis as we expect oil 

demand in China to recover together 
with a risk of weaker Russian 

 
 
Nordstream 1 is due its annual 
maintenance and the risk is that this 
could be used as an excuse by Russia to 

supply, placing greater pressure on 
 

 
Against this backdrop we like the 
investment case for Shell. The company 
in essence explores, produces and 
refines oil. It is a producer of gas and 
petroleum, chemicals and lubricants 

 
At the start of the pandemic Shell cut 
it’
history and sought to strengthen its 
balance sheet which it has now 

Nigel Moore 
 

Senior Chartered 
Wealth Manager 
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Shell plc contd….. 

achieved. The current yield is 4.2% 
which the company has stated they 
intend to grow by 4% per annum. 
 
Shell’s last quarterly results were 
impressive. For a business valued at 
£117 billion it generated $22 billion of 
cashflow before working capital. In 

 
 

cash in the quarter, lowering net debt 
by $3.6 billion, paying dividends of $2 
billion and financing share buybacks of 
$3.5 billion. 
 
At the current price of 2031 pence per 
share, the company is trading below 

8.4xs with a yield of 4.2%. What stands 

out the most is the Free Cash Flow yield 
of 20.1%. (Berenberg Bank) 
 
Go well, Go Shell, indeed! 

Are your investments professionally managed?  
 

 
 

please email us at investmentservices@pilling.co.uk or ring 0161 832 6581 

should be enough to take EPS to 67p. 
Looking further ahead it is more difficult 
to be confident of numbers that suggest 
EPS to progress via 116p to 155p by the 
end of 2024. But on the basis of such 

950p.  
 
Dividends are not as high as some 

towards a gradual rise in the pay-out, 
with 21p targeted for this year. At 
current prices that equates to a 3.3% 
yield. There again, not all energy stocks 
with have the growth and the ESG 

 
 
Our analyst friends at Investec who 
keep tabs on the stock see the current 
price as an opportunity to buy into 
weakness. We concur. 
 
For transparency, the writer owns Drax 
shares. 

Drax   Energy sector   Medium risk  Buy 637p 

 
Drax is the 

electricity generator behind what was 
the largest coal-
the country from which the company 
takes its name.  
 

Selby coalfield and this led to 
development of Ferrybridge and 

producing its first energy in 1974. As the 
need for renewable energy took hold, 
what had by then become the 
independent Drax Group began to 
adapt some of its boilers to burn wood 
pellets in 2009. Since then, we have 
seen the whole plant gradually move 
over to biomass and Drax invest in their 
wood pellet supply chain all the way 
back to source in Louisiana. The 
company has also diversified by funding 
the development of bioenergy carbon 
capture and storage (BECCS) in West 
Yorkshire and acquiring other 

Alistair Hodgson 
 

Senior Chartered  
Wealth Manager 

energy company aiming to become 

from a medium risk, mid-250 equity 
 

 
Much of the effort that has gone into 

from renewable sources has focussed 
on wind and solar technologies. But we 
have also learnt how hard it is to 
balance the grid without having reliable 

’s 
biomass plant very important, powering 
up to 4 million homes. 
 
Therefore, it has been unhelpful to see 
Drax caught in the crosshairs of a 

providers with the share price knocked 
off its £8 perch seemingly the result. 
The exit of Mr Sunak from Number 11 
means what was a Treasury policy may 
not see the light of day. 
 
To crunch some numbers, consensus 

earnings per share, EPS, to more than 
double given the rise in energy prices. 
Costs will increase too but the margin 
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The trust has 
been featured 
previously in PEP 
Talk on a couple 

of occasions, usually when the economy 
was facing difficult challenges and 
global stock markets were experiencing 

 
 
Two and a half years on and the world is 
now facing a new set of issues such as 

 
 

been to preserve shareholders’ wealth. 
Peter Spiller and his investment team 
have just celebrated their 40th 

a rare feat in the modern investment 
era. 
 

Capital Gearing Trust (CGT)     Medium Risk  Buy 4980p 

2020, the trust has grown from over 
£400m in size to just over £1 billion, 

250 index. Part of this is down to the 
discount and premium control policy 
that has been in place since 2015 which 
helps to keep the share price trading 
around Net Asset Value, which is 

Chairman of CGT was keen to point out 
that only once in the last 40 years has 

annual return, with an overall 
compounded share price return (with 
dividends reinvested) of 15.1% per 
annum.  
 
CGT adopts a defensive strategy, aiming 
to invests in a wide range of assets, and 

was 34% index linked gilts, 7% 

preference shares, 42% funds and 

cash and gold. 
 
In their latest report, the managers 
highlight the outperformance of their 

drivers of performance. An increasing 
-

related assets, with more exposure to 
areas such as property (rented 

infrastructure, energy and materials and 
 

 

overvalued by the team, but they do 
view any weakness as an opportunity to 
increase exposure when they feel the 

 
 
The trust would be classed as low-
medium risk, and past performance 

future performance. The KID document 
must be read prior to any purchase 
being carried out. This can be sent/
emailed to you upon request. 

Terry Applegate 
 

Chartered  
Wealth Manager 

Rio Tinto is a Global mining and metals 

countries. The group focuses on four 
main product types – aluminum, 
copper, minerals and iron ore. 

Iron ore is the primary raw material 
used for making steel, which in turn is 
the most common used alloy in the 

to its strong but lightweight makeup, 
whilst lithium is key for hybrid and 

 
 

mining have not been seen as the most 
environmentally friendly, but with the 
world now placing a greater emphasis 

Rio Tinto  Mining and Metals  Medium Risk  Buy 4720p 

sustainability, mining companies are 

cleaner processes and methods.  
 

electricity used at its managed 
 

 
Investment in new technology has also 
allowed the company to extract vital 

emissions and waste. 
 

major steps have been taken and Rio 

has been at the forefront of this drive. 

now appeal to a broader range of 
investors as it has made progress with 

 
The shares would be classed as medium 
risk and offer a forward dividend yield 
of 10.3% for 2023. 

(Source: Citywire) Aug 17-July 18 Aug 18-July 19 Aug 19-July 20 Aug 20-July 21 Aug 21-July22 

Share price % 3.48% 7.85% 4.49% 11.92% 2.03% 

Share NAV % 3.44% 6.29% 3.96% 10.95% 0.91% 
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Smithson remains unloved as do growth 
vehicles in general. They are a long way shy 
of their twelve-month high of £20.40. At 
what point does such a slide look overdone? 
 
Ashtead are a prime example of an 
individual company shunned for being 
perceived as a growth stock. Their strategy 
remains sound and they enjoy a prominent 
and well-established place in their sector. As 
with so many businesses current economic 
worries cloud the wider picture. 
 
Down 44% from three months ago Reach 
have fallen like a stone in only a year since 
first featured and have lost almost two 

as newsprint have taken their toll. Company 
focus is on the digital side of the business 
which is where they feel the key is to future 
success.  
 

Strix feels it 
will match its earlier forecast for the year by 
having been able to raise and maintain 
product prices. 
 
Household budgets are being squeezed 
more than ever and Pets at Home are 
feeling this. The market sees company 

increasing costs Pets at Home will have to 
bear. The share price was subject to a 
downgrade to reflect this. 
 
Halma was unable to escape the gloom 

forecasts, a rarer occurrence in today’s 

profit margins were other features to raise 
hopes that they might be among the first 
wave of companies to benefit when 
economic recovery recommences. 
 

 

comments. Trading is robust, their 

margins have been maintained and they 
operate in the energy efficiency sphere 
which will ride belt-
than a lot of sectors. 
 
Of our most recent features Croda are 
coping as well as could be expected with 

on track to meet forecasts thanks to 
balancing rising costs with a sustainable 
increase in their price structure. Apart from 
China, trading has held up as the company 
would have hoped. 
 
Marks & Spencer, despite remaining a 
premium name in their niche, are not 

spending restraints spare no-one and Marks 
have been impacted accordingly. 
 
The current economic climate is inescapably 
grim. The effect on companies tends to be 
uniform and indiscriminate and even those 
who make a sound investment case can be 

the market has been rerated accordingly. 
However, in certain cases this can be 
overdone and not take into account 

friendlier economic environment will come 
to the fore. We trust that in spite of the 
carnage wreaked on the companies 
reviewed they will rise and recover and 
prove their worth in due course and 
hopefully show today’s levels to have been 

wider context and over a period 

 

The past three 
months have seen a 
decline in the 
FTSE100 of 5%. This 
broadly reflects the 

backdrop of turmoil 
in almost every 

to look. Soaring 

demands to match, 
a forecast of zero 

growth in the economy and even recession 
being mooted, a decline in the value of 
sterling, are but a few of the woes the 
country faces at the moment on the 
economic front. The war in Ukraine looks set 

with the demise of the Prime Minister and 
all the uncertainty that brings. 
 

the quarterly analysis of investments we've 

comment on below under varying degrees of 
pressure. Any investment case can be 

compelling it may be. An investor needs to 

best effect. This is easier said than done, but 

 
 

Among investment trusts we have featured 
Blackrock World Mining gave up the gains 
made in the previous quarter. Whilst a 

-five per cent swings 
 

 

Movers and Shakers  

Andrew White 
 

Client Advisor 

Movers and Shakers from previous ISA and PEPTalks 

Stock When featured Price when 
featured (p) 

Current 
price (p) 

+/-% 
Since last PEPTalk View 

Blackrock World Mining Jan 2021 590 562 -26.4% Buy 

Strix Apr 2021 282 166 -19.8% Buy 

Halma Apr 2021 2477 2120 -16.6%  Buy 

Reach Jul 2021 285 101 -44.1% Buy 

Smithson IT Oct 2021 1844 1221 -25.6% Buy 

 Oct 2021 473 344 -16.7% Buy 

Ashstead Jan 2022 5750 3660 -22.0% Buy 

Pets At Home Jan 2022 444 291 -18.2% Buy 

 Apr 2022 7871 6758 -14.1% Buy 

Marks & Spencer Apr 2022 160 137 -14.3% Buy 
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Following a 
recent change to 
our US 
withholding tax 

 
 
•  £25 per security US holding 

custody fee (levied six-
monthly and capped at £200 
pa) 

– new charges and Investor Self-  

 

Pilling & Co Stockbrokers Ltd is registered in England and Wales No. 9220456 and 
is authorised and regulated by the Financial Conduct Authority (FCA)  No 652114  

and are members of the London Stock Exchange. 
  

Please note that the value of your investments and the level of income produced can fall as well as rise and you may not 
get back the full amount that you invested. Past performance is not a guide to future returns. Any opinions expressed 
should not be construed as advice for investment in any product or security featured. Some shares may use part of the capital  
invested to provide an income. If you are uncertain about the suitability of any investments you should take independent 
advice (including tax advice) before investing. The information herein is based on current HMRC rules which are subject to 
change. Any opinions or information provided has been based on sources we believe to be reliable. Pilling & Co Stockbrokers 
Ltd staff and/or principals may hold investments featured, if these shareholdings are deemed significant then we will 
endeavour to disclose this. Prices given are the most recent market prices and should not be interpreted as price targets for 

All investments are subject to our current terms and conditions and charges which we reserve the right to change. Whilst 
every effort is made to ensure accuracy we cannot be held liable for errors or omissions. Pilling & Co maintains a conflicts of 
interest policy to ensure objectivity of its recommendations, a copy of this policy is available on request, or can be found on 
our website. A copy of our internal complaints procedure is available on request together with the Financial Ombudsman 
Service (FOS) leaflet explaining their operation. Pilling & Co Stockbrokers Ltd is registered under the Data Protection Act as a 
controller of information. 
  

ISA & PEPTalk is produced for ISA and SIPP Investors by Pilling & Co Stockbrokers Ltd 
(Compiled during the week commencing 11th July 2022. All share prices are taken that week unless stated) 

 
•  £10 US compliance charge on 

(excludes DRIP trades) 
 
 
These fees will be levied against all US 

American and Global Depositary 
Receipts (ADR’s & GDR’s). 
   

security holders detailing 
requirements to complete the ISD 
form, either online or in paper form. It 

holders complete a form to enable 

with us, and going forward, it will be a 
requirement for each client to have 
an ISD form in place before we 

Pilling account. 
 
Should you be uncertain whether any 
of your holdings are affected by this 
issue or have any queries, please 
contact  

 

 

Did you know you can now invest your ISAs in AiM stocks and qualify for 
 

 
 

 
Please note AiM stocks are considered high risk. 

 
For further details please email us at investmentservices@pilling.co.uk  

 

or ring 0161 832 6581 

Peter Jacques 
 

Client Accounts 
Manager 


