
Why you should not buy 
the UK Equity market – 
from a UK Equity Fund Manager
March 2025

David Moss
Managing Director, Fund Manager of the CT UK High Income Trust

CTEA7768898.1-RUSH



Important information

The value of investments and any income derived from them can go down as well as up as 
a result of market or currency movements and investors may not get back the original 
amount invested.

The value of your investment is dependent on the supply and demand for the shares of the 
Investment Trust rather than its underlying assets. The value of your investment will not be 
the same as the value of the Investment Trust's underlying assets.

Changes in rates of exchange may also reduce the value of your investment.

Investments in smaller companies carry a higher degree of risk as their shares may be less 
liquid and investment values can be volatile.
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Four key strengths to deliver better outcomes for our clients: 

Columbia Threadneedle Investments
Who we are: Investing smarter for the world you want 

Whatever world you want, our 
purpose is to help you achieve it 

Business at a glance

£515 billion
Assets Under Management

c.600
Investment professionals

17
Countries

200+
Research analysts
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! Is the UK not an attractive economy then?

! Does it matter how cheap the UK is?

! What should investors do then?

! Can I have some stock examples?

Agenda
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You should not just buy the UK Equity 
market 
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! Economic slowdown - Brexit and COVID pandemic overhang

! Sticky inflation after hitting a peak of 11% in October 2022

! Rapid interest rate rises fuelled by the 2022 Truss/Kwarteng government

! Budget challenges and potential repeat of tax hikes in near future

! Low confidence from UK government policy and increased labour costs

! Lack of exposure to technology companies

! UK pension funds increasing global equity exposure, at the expense of UK investment

"

Reasons why you should not buy the ‘UK’
There has been plenty of bad news



Is the UK not an attractive investment destination then?
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! The UK economy has continued to be weak, and 
inflation has remained elevated…

! …And the budget was not what investors hoped for…

! …And investors seemed to vote with their feet

! But…

! Employment remains robust and wage growth 
continues

! Lead indicators of inflation are improving (finally)

! UK mortgage rates have peaked

! And across any value metric the UK remains highly 
attractive.
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Fundamental core strengths; near-term risks
Healthy economic expansion possible if consumer demand improves
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UK household disposable income
Ninth consecutive month of double-digit growth
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UK target for corporate activity 
Record number of FTSE 350 bids*
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! Merger and Acquisition (M&A) activity increased in 
the UK market in 2024 and could continue in 2025.

! The UK market is attractive to both corporate and 
private buyers due to low valuations.  There were 
over 40 bids in 2024.

! The average takeover premium is approximately 
40% above the share price before the 
announcement.

! UK bids/corporate activity highlights in 2024: 
! Wincanton
! Redrow
! DS Smith
! Spirent

! Which company will be next?

! Virgin Money
! IDS
! Hargreaves Lansdown
! Direct Line
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UK equity payouts
Dividends key to equity total returns, except in the US
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UK equities performance strongly correlated to rate cuts
Further rate cuts expected in 2025
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UK equity markets looks cheap
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! Price-To-Earnings (P/E) ratio is a company’s 
share price divided by its total earnings per 
share.

! As a whole, the UK companies’ P/E ratio 
(sector adjusted), relative to the rest of the 
world, is at an extreme low.

! We anticipate this extreme mismatch to 
revert back to average levels.

UK companies’ Price/Earnings (P/E) ratio (sector adjusted) relative to the rest of the world
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! The FTSE350* is cheap relative to its own history and other markets
! Mergers & Acquisitions (M&A) should continue to be a strong catalyst
! Dividend and buybacks when combined are higher than any other market
! Long term structural selling from UK pension funds has come to an end
! Political stability (at last) – government pushing to deregulate
! Improving economy on the back of falling interest rates
! Real income growth and high household savings ratio
! UK housing market stimulated by monetary policy loosening – a key driver of wealth 

effects and animal spirits

Conclusion
Cautious optimism in 2025
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! The FTSE100 is a market-capitalised weighted index* of the 100 biggest companies listed on the 
London Stock Exchange, many of which ('*-  to grow earnings…

! The FTSE All-share is a market-capitalised weighted index* of the largest 554¹ companies listed in the 
London Stock Exchange, but which is heavily dominated by the companies in the FTSE100…

! Only 25.6% of all the revenue generated by the companies in the FTSE All-Share comes from the UK 
domestic economy…

! …Which is very close to the revenue generated from the US domestic economy (25.4%)

! And… one should be aware that, in the UK, 45% of domestic growth is driven by the public sector

! And yes as we have shown earlier the UK is very attractively valued, but this metric is ,&#,J*+,;*#
J,2(,4/%&#of very different companies…

$&

No, you should not just buy the “UK market”
Why?  Well, what are you buying?

V(B(%.A-6.*-b.6-"2NU&-@06&1(W"$(%.ANU&-@06&1Y(-21&H7(.*5"(%.**&1(.(+.$C&6N4.*#&NU&-@06&1(-21&H(-5(.(56"%C(+.$C&6(-21&H(U0"5&(%"+A"2&265(.$&(U&-@06&1(.%%"$1-2@(6"(60&(6"6.*(+.$C&6(4.*#&("?(60&-$("#656.21-2@(50.$&5>
c(B5("?(:&%&+,&$(;<;=

!"#$%#&$'#($)*#(+,$%#-$.('$-*/$01$/2(3-'$4567/-$8()-$./95()/$3-:)$9*/5;&$
%#6$)*#(+,$'#($<8()-:$.('$5%'$4567/-$#6$6/=3#%!$./95()/$3-$,3+(-/)$-*/$

;#)3-3>/)$5%,$5,,)$?59-#6)$'#($45'./$%/3-*/6$@5%-$%#6$(%,/6)-5%,



What is the CT UK High Income Trust?
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! UK focused with a fully-covered dividend yield c. 5.9%*

! Ability to invest a maximum of 10% outside UK to take 
advantage of unique opportunities only found in Europe

! Aim to provide a high and growing level of income with 
the potential for capital growth

! The Trust uses gearing to enhance returns

! Unique share class structure: “Ordinary” share class 
pay dividends as an income; “B share class” pay as a 
capital return, helps personal tax management

! Strong performance since manager change in July 2023
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Changes in rates of exchange may reduce the value of your investment. The performance figures are shown gross of fees. The effect of fees or costs will be to lower the 
figures shown. Costs may increase or decrease as a result of currency and exchange rate fluctuations
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Performance

Relative performance* JG@BK JF@CK .CK .E@BK JA@F
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Changes in rates of exchange may reduce the value of your investment. The performance figures are shown gross of fees. The effect of 
fees or costs will be to lower the figures shown. Costs may increase or decrease as a result of currency and exchange rate fluctuations
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What has worked in the last 12 months

Biggest positives
1*&%23%#$*-4# 5-$/6'%7'/89$%: ;*,$(/<0$/*,

NatWest Group 2.4 1.5
Cairn Homes 2.5 1.1
Imperial Brands 2.7 0.8
Smurfit Westrock 2.4 0.8
Glencore -2.1 0.8
Hargreaves Lansdown 1.1 0.7
BP plc -3.0 0.7
Vistry 0.7 0.6
Intermediate Capital 1.7 0.5
SAP 0.5 0.4

=*$$*+%23%#$*-4# 5-$/6'%7'/89$%: ;*,$(/<0$/*,

Close Brothers 0.3 -1.4
Rio Tinto 3.2 -0.8
Unilever -3.0 -0.7
Barclays -1.3 -0.7
Supermarket Income REIT 2.2 -0.5
Pennon Group 1.6 -0.4
3i Group -1.2 -0.4
M&G 2.7 -0.3
Burford Capital 1.3 -0.3
Persimmon 1.5 -0.3

Biggest negatives
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What are our exposures now?

Largest positions
1*&%23%#$*-4# !*($)*>/*%7'/89$%

:
5-$/6'%7'/89$%:

Phoenix Group 3.3 3.2
Rio Tinto 5.0 2.9
Legal & General 3.4 2.8
OSB Group 2.9 2.8
M&G 3.0 2.8
Imperial Brands 3.2 2.3
Supermarket Income REIT 2.3 2.2
Smurfit Kappa Group 2.2 2.2
Cairn Homes 1.8 1.8
Taylor Wimpey 1.9 1.7

=*$$*+%23%#$*-4# !*($)*>/*%7'/89$%
:

5-$/6'%7'/89$%:

Diageo 0.0 -2.4
London Stock Exchange 0.0 -2.4
Glencore 0/0 -1.8
Barclays 0.0 -1.6
BAE Systems 0.0 -1.5
Lloyds Banking Group 0.0 -1.4
Reckitt 0.0 -1.4
3i Group 0.0 -1.4
Experian 0.0 -1.3
Anglo American 0.0 -1.2

Smallest positions (v. benchmark¹)



Recent Activity
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BT Group Telecommunications Attractive valuation and div yield. Capex peaking soon and competitors struggling
ASMi Technology Semi-conductor equipment company – multi-year growth from AI
Convatec Healthcare Years of investment in to R&D now bearing fruit with new products driving growth
Victrex Materials Inventory under control, sales starting to pick up and high dividend yield
BP Oil & gas Very weak performer meant div yield high and new CEO taking action

?*>. ?'-$*( @"$/*,">'

Sage Software Strong results but share price over-reaction mean too expensive
WPP Advertising Very strong run after some signs of improvement but difficult backdrop remains
Cairn Homes Home Builders Stock being very strong so yield less attractive
Shell Oil & Gas Reduced to fund BP after much stronger performance
Schneider Industrials Very strong performance led to demanding valuation



Investment Thesis - Smurfit Kappa
Competitive advantage – efficient scale + switching costs
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! Market leader 
(Europe + LATAM) 
in paper-based 
packaging

Degree of rivalry

! Low – commoditised 
market

! High internal sourcing

Supplier power

! Customers have 
some purchasing 
power but switching 
high

Buyer power

! Low – sustainability 
trends important

! Scale helps
! Expanding into the 

US

Threat of 
substitution

! Scale 
! Brand
! Track record
! Switching costs

Barriers to entry
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Investment Thesis - NatWest
Competitive advantage – intangible assets (brand)

! I9#)8J):;#)K#%,#$*)D9):;#)AB)L%9HD9&)*#F:8$

! W%&)D9)#%$9D9&*)X)"%KO%:D89):8)&$%,O%KKP)JDK:#$):;$8O&;R

! =#M8*D:*)D9"#*:#,)D9)L89,)M8$:J8KD8*)-)PD#K,*)D9F$#%*D9&)
8"#$):D7#

! Y%$&D9*);%"#)L##9)*OMM$#**#,)"*)SO$8M#%9)M##$*

! AB)#F8987P)78$#)$#*DKD#9:):;%9)SO$8M#)Z)D9:#$#*:)$%:#*):8)
$#7%D9);D&;#$)J8$)K89&#$

! [%KO%:D89)%::$%F:D"#

! =D"D,#9,)%9,)*;%$#)LOP-L%FH)M$8&$%7)

!*($'(A#%B/6'%B*(-'#

!"#$%&'(
! !"9Q$&N4&:9R$+N-29419+-3$247-3P9M,&1,34($2-(
! =$+:4&19O9Q,&(9%,+2S,34,192,9:+$(*$33P9%+,(*M-9

<4:<-+9P4-3(

! Market is relatively 
consolidated

Degree of rivalry

! Low
! Regulation 

Supplier power

! High

Buyer power

! Low in core 
products

Threat of 
substitution

! Brand 
! Scale 
! Regulation

Barriers to entry

!"#$%&'()"*#+,-.(/0$&.12&&1*&(324&56+&2657(8<(!&A6&+,&$(;<;=>
/0&(+&26-"2("?(.2J(5A&%-?-%(50.$&5("$(,"215(50"#*1(2"6(,&(6.C&2(.5(.($&%"++&21.6-"2(6"(1&.*>(B**(-26&**&%6#.*(A$"A&$6J($-@065(-2(60&(,$.215(.21(*"@"5(5&6("#6(-2(60-5(5*-1&(.$&($&5&$4&1(,J($&5A&%6-4&("U2&$5>
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! Y%9OJ%F:O$#$)8J)#VODM7#9:)O*#,):8)M$8,OF#)*#7DF89,OF:8$*

! !)&K8L%K)K#%,#$)D9)%,"%9F#,),#M8*D:D89):#F;98K8&P

! =D$#F:)L#9#JDFD%$P)8J):;#)&$8\D9&),#7%9,])%MMKDF%:D89)%9,)
%,8M:D89)8J)!E

! Q:$%:#&DF)M%$:9#$*;DM*)\D:;):;#D$)FO*:87#$*

!*($'(A#%B/6'%B*(-'#

!"#$%&'(
! Semiconductor spending
! Moore’s law (continuing transition to lower node 

technology) 
! Market share gains in memory

! ()*+),-./-*+0*/1)+-
+)234.5.3/-5)16/37389

! :7.832379

Degree of rivalry

! ;,*8<)/5)+-4=227.),4

Supplier power

! >=*7.59-?)9-
! @*,5/),46.2-A.56-17.)/54-

Buyer power

! B75),/*5.0)-5)16/3738.)4

Threat of 
substitution

! C)4)*,16-*/+-
D)0)732<)/5-ECFDG

! H/3A I63A-
! C)7*5.3/46.2-A.56-16.2-

<*/=J*15=,),4

Barriers to entry

!"#$%&'()"*#+,-.(/0$&.12&&1*&(324&56+&2657(8<(!&A6&+,&$(;<;=>
/0&(+&26-"2("?(.2J(5A&%-?-%(50.$&5("$(,"215(50"#*1(2"6(,&(6.C&2(.5(.($&%"++&21.6-"2(6"(1&.*>(B**(-26&**&%6#.*(A$"A&$6J($-@065(-2(60&(,$.215(.21(*"@"5(5&6("#6(-2(60-5(5*-1&(.$&($&5&$4&1(,J($&5A&%6-4&("U2&$5>

Investment Thesis - ASM International
Competitive advantage – intangible assets (technology) + network effect
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Investment Thesis - BT
Competitive advantage – efficient scale + network effect

! G$D:D*;)@#K#F87)^G@_])%$#)%)AB)F877O9DF%:D89)*#$"DF#*)
F87M%9P

! @;#)9#\)?SI);%*)*OL*:%9:D%KKP)D7M$8"#,)$#K%:D89*;DM*)\D:;)
:;#)$#&OK%:8$

! `DL$#)$8KK8O:)D*)$#%F;D9&)D:*)F89FKO*D89)Z)?%MST)*;8OK,)J%KK+)
Q;8OK,)K#%,):8)&$8\:;)D9)$#"#9O#*)%9,)7%$&D9*))

!*($'(A#%B/6'%B*(-'#

!"#$%&'(
! T-;9')U9J94R%+,74&:9+-3$24,&1<4%19;42<9+-:*3$2,+
! V-7-&*-9:+,;2<9%,129S4Q+-9+,33,*2

! (*,8)-KH-<*,?)5-46*,)-
L-M.,8./-56).,-N.88)45-
,.0*7

Degree of rivalry

! C)8=7*5.3/

Supplier power

! O5,3/8-,)8=7*53,9-
3=5733?-L-7.<.5)+-2,.1./8-
,)8=7*5.3/-

! H)9-45,*5)8.1-17.)/54

Buyer power

! ;)A-/)5A3,?4-A.56-
4*<)-41*7)-*/+-
./J,*45,=15=,)

Threat of 
substitution

! O1*7)
! P/J,*45,=15=,)-
! C)7*5.3/46.24-A.56-

,)8=7*53,

Barriers to entry

!"#$%&'()"*#+,-.(/0$&.12&&1*&(324&56+&2657(8<(!&A6&+,&$(;<;=>
/0&(+&26-"2("?(.2J(5A&%-?-%(50.$&5("$(,"215(50"#*1(2"6(,&(6.C&2(.5(.($&%"++&21.6-"2(6"(1&.*>(B**(-26&**&%6#.*(A$"A&$6J($-@065(-2(60&(,$.215(.21(*"@"5(5&6("#6(-2(60-5(5*-1&(.$&($&5&$4&1(,J($&5A&%6-4&("U2&$5>
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Investment Thesis - Convatec 
Competitive advantage – efficient scale

'Q

! E7M$8"D9&)M8$:J8KD8)D9)%9)8KD&8M8KD*:DF)7%$H#:

! @O$9-%$8O9,R)L#::#$)#T#FO:D89)%9,)9#\)M$8,OF:)K%O9F;#*)-)
&$8\:;)D9)\8O9,)%9,)8*:87P)LO*D9#**#*

! Q:$89&KP)M8*D:D89#,)D9)F89:D9#9F#)%9,)D9JO*D89)F%$#+)Q;8OK,)
%K*8)L#9#JD:)J$87)9#\)K%O9F;#*

! Y%$&D9)8MM8$:O9D:P)-)&$8\:;)D*)D7M$8"D9&)%9,)F8*:)L%*#)D*)
%,aO*:#,)

! =8OLK#-,D&D:)SbQ)F87M8O9,#$)&D"#*)F89:D9O#,)$#-$%:D9&)
M8:#9:D%K)

!*($'(A#%B/6'%B*(-'#

!"#$%&'(
! W-22-+9M,RR-+M4$39-/-M*24,&
! 8,+2S,34,94R%+,7-R-&219X9&-;9%+,(*M293$*&M<-1
! 5*12$4&$Q3-9S+$&M<41-1

! Competitive industry
! Top 3 market position 

in all businesses

Degree of rivalry

! Some input cost 
inflation

Supplier power

! Low to medium 
depending on region

! pressure in traditional 
wound dressings 

Buyer power

! Unlikely disruption  in 
chronic care markets 

! Infusion care 
transition to patch 
pumps

Threat of 
substitution

! Customer loyalty 
! Distribution network
! Well established 

oligopoly 

Barriers to entry

!"#$%&'()"*#+,-.(/0$&.12&&1*&(324&56+&2657(8<(!&A6&+,&$(;<;=>
/0&(+&26-"2("?(.2J(5A&%-?-%(50.$&5("$(,"215(50"#*1(2"6(,&(6.C&2(.5(.($&%"++&21.6-"2(6"(1&.*>(B**(-26&**&%6#.*(A$"A&$6J($-@065(-2(60&(,$.215(.21(*"@"5(5&6("#6(-2(60-5(5*-1&(.$&($&5&$4&1(,J($&5A&%6-4&("U2&$5>
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!"#$%&'(&)*(+$%"'&*$(

28

Important information: Your capital is at risk.

><419S4&$&M4$39%+,R,24,&9419411*-(9S,+9R$+N-24&:9$&(94&S,+R$24,&9%*+%,1-19,&3P9QP9',3*RQ4$9><+-$(&--(3-9Y&7-12R-&2194&92<-9!"@9

><-9R$2-+4$39+-3$2-192,9$&94&7-12R-&292+*129$&(94219U+(4&$+P95<$+-19$+-92+$(-(9,&92<-9R$4&9R$+N-29,S92<-9Z,&(,&952,MN9)/M<$&:-@

><-9Y&7-12,+9641M3,1*+-96,M*R-&2[9"-P9Y&S,+R$24,&96,M*R-&29\"Y6][93$2-129$&&*$39,+94&2-+4R9+-%,+219$&(92<-9$%%34M$Q3-92-+R19^9M,&(424,&19$+-9$7$43$Q3-9S+,R9',3*RQ4$9><+-$(&--(3-9
Y&7-12R-&219$29)/M<$&:-9_,*1-[98+4R+,1-952+--2[9Z,&(,&9)'G09GT`[9P,*+9S4&$&M4$39$(741,+9$&(X,+9,&9,*+9;-Q142-9;;;@M,3*RQ4$2<+-$( &--(3-@M,R@983-$1-9+-$(92<-9Y&7-12,+9641M3,1*+-9
6,M*R-&29Q-S,+-92$N4&:9$&P94&7-12R-&29(-M414,&@9

><419R$2-+4$391<,*3(9&,29Q-9M,&14(-+-(9$19$&9,SS-+[91,34M42$24,&[9$(74M-9,+9$&94&7-12R-&29+-M,RR-&($24,&@99><419M,RR*&4M$24,&94197$34(9$292<-9($2-9,S9%*Q34M$24,&9$&(9R$P9Q-91*Qa-M292,9
M<$&:-9;42<,*29&,24M-@9Y&S,+R$24,&9S+,R9-/2-+&$391,*+M-19419M,&14(-+-(9+-34$Q3-9Q*292<-+-9419&,9:*$+$&2--9$192,94219$MM*+$MP9,+9M,R%3-2-&-11@9

b>5)9Y&2-+&$24,&$39Z4R42-(9\cb>5)d]9e9b>5)9G?GB@9cb>5)fd9419$92+$(-R$+N9,S92<-9Z,&(,&952,MN9)/M<$&:-9g+,*%9M,R%$&4-19$&(9419*1-( 9QP9b>5)9Y&2-+&$24,&$39Z4R42-(9*&(-+934M-&M-@9
0339+4:<2194&92<-9b>5)94&(4M-19$&(X,+9b>5)9+$24&:197-1294&9b>5)9$&(X,+9421934M-&1,+1@9T-42<-+9b>5)9&,+9421934M-&1,+19$MM-%29$&P934$Q4342P9S,+9$&P9-++,+19,+9,R4114,&194&92<-9b>5)94&(4M-19
$&(X,+9b>5)9+$24&:19,+9*&(-+3P4&:9($2$@9T,9S*+2<-+9(412+4Q*24,&9,S9b>5)96$2$9419%-+R422-(9;42<,*29b>5)h19-/%+-119;+422-&9M,&1-&2@

Y&92<-9!"i9Y11*-(9QP9',3*RQ4$9><+-$(&--(3-9=$&$:-R-&29Z4R42-([9T,@9BFCDEB[9+-:412-+-(94&9)&:3$&(9$&(9L$3-19$&(9$*2<,+41-(9$&(9+-:*3$2-(94&92<-9!"9QP92<-9b4&$&M4$39',&(*M29
0*2<,+42P@9

© 2025 Columbia Threadneedle Investments. Columbia Threadneedle Investments is the global brand name of the Columbia and Threadneedle group of companies.
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