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Sector exposure a key differentiating feature  
  

  

Investec view: In our April 2022 note on Middlefield, Well-positioned as 
headwinds become tailwinds, we highlighted how Canada had experienced a 
near lost decade, materially lagging the US, with a unique structural composition 
(see pg 2) a dragging anchor. We noted also that, since Nov’20, there has been a 
strong recovery in fortunes relative to both the US and broader global equities. 
The manager has the flexibility to invest in the US, and notably they have 
reduced the portfolio weighting from 36% to just 4% in the past couple of years. 
Looking forward, there is a strong tilt towards energy, real estate and 
financials, sectors that the manager expects to continue growing revenues in 
an inflationary environment. A key challenge now is to improve the relative 
performance after a couple of dull years and the significant Real Estate 
overweight is likely to be an important factor; here, the manager highlights 
trough valuations which now compare with 2008 and 2020. We maintain our 
Buy recommendation.  
Interim results: NAV and shareholder total returns were 3.4% and 2.5% vs. a 
benchmark total return of 10.7%. The underperformance was attributed to an 
underweight energy position, which produced a total return of 26.3%. The 
portfolio was materially overweight in Real Estate, which generated a total return 
of -21.7%. While the relative performance was disappointing, Canadian equities 
proved a safe harbour in extremely challenging markets with the MSCI AC World 
and S&P Composite both recording sterling-adjusted total returns of -10.7%.   
Significant improvement in dividend cover: The company has paid two 
interim dividends of 1.275p/sh, in line with last year when the total dividend 
was 5.1p/sh. A key feature was a 20.8% increase in EPS to 2.85p/sh, which 
represents dividend cover of 1.12x. This compares favourably with dividend 
cover of 0.71x and 0.95x in 2020 and 2021 respectively. Most holdings have 
increased dividends in the past year, with some raising dividends several 
times. Also, several companies in the Energy sector have paid special 
dividends. The Board has said that it may consider future increases to 
dividends if revenues continue to exceed the pay-out level.   
Outlook: Despite global economic headwinds, the manager believes that 
Canadian equities are uniquely positioned to outperform, noting that given 
Canada is a net exporter of oil and electricity, it will benefit from higher energy 
prices. There is significant exposure to real estate (31.2% of NAV), financials 
(28.6% of NAV) and energy (18.0% of NAV), which should benefit from the 
sustained reopening of the global economy and are well-placed to grow 
revenues in an inflationary environment. Middlefield focuses on identifying the 
highest quality businesses with a particular emphasis on balance sheet 
strength and cash-flow generation. 

 Current market statistics 
Price 130p 

Dividend Yield 3.9% 

Discount (1-year Z score) 12.4% (0.3) 

Portfolio as percentage of NAV 117% 

Market Capitalisation £138m 

Ongoing charge 1.24% 

  
 

Board of Directors/Manager - Skin in the game 
Director (year appointed)  Fee Investment 

 (£,000) (£,000) 

Michael Phair, Chairman (2019) 31 65 

Kate Anderson (2021) 25 0 

Philip Bisson (2006) 25 2,334 

Janine Fraser (2022) 25 0 

Richard Hughes (2018) 27 164 

Dean Orrico – non independent (2006) Waived 130 

   

Manager The manager’s investment is valued at £130k 

Skin in the Game/Diversity - 2021 Click here 
 

Source: Company Data 

Alan Brierley 
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NAV vs. benchmark (total return, base = 100)  Discount (%) 

 

 

 
Source: Refinitiv  Source: Refinitiv 
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Sector exposure: % of NAV vs. S&P/TSX Composite High Dividend and vs. MSCI AC World (%, @ 30 June 2022) 

 

Source: Interim Accounts 
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States. In the United States, this report is not intended for use by 
or distribution to entities that do not meet the definition of a Major 
US Institutional Investor, as defined under SEC Rule 15a-6, or an 
Institutional Investor, as defined under FINRA rule 4512 (c), or for 
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regulations. 
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(TSR) versus its peer group or benchmark over the next 12 months (with total return defined as the expected percentage change in 
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Analyst certification  Source: Investec Securities estimates 

Each research analyst responsible for the content of this research 
report, in whole or in part, and who is named herein, attests that 
the views expressed in this research report accurately reflect his 
or her personal views about the subject securities or issuers. 
Furthermore, no part of his or her compensation was, is, or will 
be, directly or indirectly, related to the specific recommendations 
or views expressed by that research analyst in this research 
report. 

SEC Regulation Best Interest 
If you are a United States “retail investor,” as defined by the 
Securities and Exchange Commission (“SEC”) Regulation Best 
Interest, please click here to download SEC Form CRS for 
important information before you invest. 

Managing conflicts 
Investec Securities (Investec) has investment banking 
relationships with a number of funds covered by our Research 
department. In addition we may seek an investment banking 
relationship with funds referred to in this research. As a result 
investors should be aware that the firm may have a conflict of 
interest which could be considered to have the potential to affect 
the objectivity of this report. Investors should consider this report 
as only a single factor in making their investment decision. 
 

 Not rated (N/R) is applied to any IC where we have no formal rating. Under Review (U/R) can be applied to an analyst’s rating, for 
a limited time period and indicates that new information is available that has not yet been fully digested by the analyst. We regularly 
review ratings across our coverage universe. However, during periods of market, sector or fund volatility, minor deviations from our 
recommendation framework may be allowed to persist on a temporary basis to avoid a high frequency of rating changes arising from 
rapid share price movements. 
The subject fund may have been given access to a pre-published version of this report (with recommendation redacted) to verify 
factual information only. 
Investec Securities IC research contains recommendations which are prepared on a 12 month time horizon, and therefore may not 
reflect the different circumstances, objectives and investment time horizons of those who receive it. Investors should therefore 
independently evaluate whether the investment(s) discussed is (are) appropriate for their specific needs. In addition, the analysts 
named in this report may from time to time discuss with our clients, including Investec salespersons and traders, or may discuss in 
this report, trading strategies that reference near term catalysts or events which they believe may have an impact in the shorter term 
on the market price of the funds discussed in this report. These trading strategies may be directionally counter to the analyst's 
published recommendation for such stocks. 
For recommendation bases and risks, please contact the Key Global Contacts for the relevant issuing offices of Investec Securities 
listed on the last page of this research note. 
Investec may act as a liquidity provider or as a systematic internaliser in the securities of the subject fund/funds included in this 
report. 
For full disclosures, including any fund mentioned herein, please visit: http://researchpdf.investec.co.uk/Documents/WDisc.pdf 
Our policy on managing actual or potential conflicts of interest in the United Kingdom can be found at:  
https://www.investec.co.uk/legal/uk/conflicts-of-interest.html 
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 Key:  Investec has received compensation from the company for investment banking and/or brokerage services within the past 
12 months, Investec expects to receive or intends to seek compensation from the company for investment banking services, 

Investec has been involved in managing or co-managing a publicly disclosed offer of the company’s securities in the past 12 
months, Investec makes a market in the securities of the company, Investec holds more than 1% of common equity securities 
in the company,  Investec is broker and/or advisor and/or sponsor to the company, The company holds more than 5% of 
common equity securities in Investec, The analyst (or connected persons) has a holding in the subject company,  Investec 
holds a net long position in excess of 0.5% of the total issued share capital of the company,  Investec holds a net short position 
in excess of 0.5% of the total issued share capital of the company,  The sales person has a holding in the company.  Investec 
holds more than 1% of the debt instruments of the company. 

 

 

Expected 12 month relative TSR
vs peer group or benchmark Count % of total Count % of total

Buy Outperform 90 71% 26 29%
Hold In line 21 17% 0 0%
Sell Underperform 16 13% 0 0%

All stocks Corporate stocks
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Middlefield Canadian Income (MCT.L) – Rating Plotter as at 16 Sep 2022 

 

 
Source: Investec Securities / FactSet 
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