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Another solid month saw the Orchard A share class rise
0.71% beating its benchmark for the seventh successive
month this year.
It is difficult to reconcile the day to day
movements in the market with the sedate
monthly performance this year and July
was no exception. Despite being happy
with another solid month of positive
performance, our ninth successive positive
return, this was not an easy month with
some spectacular moves, primarily
negative during the month. In the last week
of the month we saw, Astrazeneca fall 15%
in a day on disappointing results from their
Mystic trial, and Tobacco companies fell
almost that much in 10 minutes when the
FDA surprised the market by announcing
that they proposed reducing the nicotine
allowed in cigarettes to non addictive
levels.
Given the relatively concentrated nature of
the Orchard Fund, these should have been
concerning developments for the Fund, but
thankfully, the margin of safety that we
build into our agreements to buy, mitigated
the worst of the losses. Sometimes the first
rule of growing capital is mitigating losses.
Astrazeneca, a 3% unit in the Fund, closed
on Tuesday at £51.13 and fell on
Wednesday down to £43.25, a fall of
some 15.41%. Thankfully, we had made a
commitment to buy Astrazeneca at £44.00
so although the decline took away our
margin of safety, it did not massively hurt
us, costing us 10.5bps of performance on
the day compared to the 46bps loss we
would have incurred had we simply bought
the stock.

In the nine year bull market we have
enjoyed since 2009, the concept of a
margin of safety has been largely
forgotten. If everything is going up, then
why worry about downside risk. Our
answer is simple, trees don't grow to the
sky and bull markets don't last forever.
We would rather continue being careful
so that when things do turn we don't get
hurt too badly rather than get carried
away in the euphoria of ever rising
markets. Movements like Astrazeneca
and tobacco remind us of the value of
caution.

“the margin of safety that
we build into our
a g r e e m e n t s t o b u y,
mitigated the worst of the
losses. Sometimes the first
rule of growing capital is
mitigating losses”.
The earnings season is now well run and
although there are still some big names
to report, the general feeling is that we
are back in the cycle of good results but
cautious outlooks. We like caution as it
stops the market getting over-excited
and therefore we continue to balance
the potential for gains with the risk of
losses.

Orchard Wealth Management Limited is regulated by the Jersey Financial Services Commission. Orchard Funds
PLC has the status of a recognised scheme under Section 264 of FSMA 2000 of the United Kingdom. The Fund is
authorised in Ireland and regulated by the Central Bank of Ireland. Past performance may not be a reliable guide to
future performance. Investments can go down as well as up and investors may not get back the whole amount they
invested. Changes in exchange rates may have an adverse effect on the value price or income of the product. For
full disclosure of the risks and warnings please visit our web site. www.owmfunds.com
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Fund Structure
UCITS V
Domicile
Dublin
Currencies
GBP, USD, EUR, CHF
Administrator
CACEIS Ireland Ltd
Dividend Yield
Target 6%
2017 Est 6.22%
Dividend Policy
Distribution
Dealing Days
Daily
Fund AUM
£72.8m
Min Subscription
50,000 for individuals,
10,000 for platforms and
designated bodies
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