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Asset Class	 Equity

Launch Date	 24 April 2023

Fund Size	 GBP 324m

No of Holdings	 43

IA Sector	 Japan

Domicile	 UK

Structure	 UK OEIC

Dividend Frequency	 Biannually

Registered for Sale

UK

FUND HIGHLIGHTS
A governance revolution is 
reinvigorating corporate Japan. 
Companies are under increasing 
pressure from regulators to 
reshape and shrink their balance 
sheets, which are in many cases 
in rude health. This provides a 
powerful tailwind for dividends 
and share buybacks – and is 
likely to have a positive impact 
on share prices too. A story that 
is unique to Japan, this backdrop 
offers a convincing opportunity 
for investors, particularly income-
seeking ones, to benefit early from 
meaningful long- term change.

	� Dividend-focused strategy which 
aims to deliver a meaningful and 
growing level of income, together 
with capital growth

	� Invests across the market 
spectrum with a particular focus 
on smaller companies

	� Experienced team of stock-
picking fund managers with their 
own extensive network in Japan 
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The fund returned -3.2% in June, against a market that rose +1%. This brings year-to-date 
performance to +9.1%, and the return since inception to +71%.

June extended a pattern that has now persisted for some time: information technology 
remained the strongest sector in the market, rising +14%, an area where we have limited 
exposure, while smaller companies as a group underperformed large caps by around -5% 
year-to-date — a gap that widens further relative to the tech-heavy Nikkei. We remain 
comfortable with this positioning, though we recognise this rotation away from value has 
now run long enough that it is fair for investors to ask when it turns. The market continues to 
pay up for a narrow group of AI-linked names while leaving a much broader set of profitable, 
well-capitalised businesses at valuations we find attractive. (Continued on page 2)

Cumulative Performance (%, GBP)

	 1m	 3m	 1yr	 3yr	 Inception

n Fund (B Acc GBP)	‑ 3.22	 +3.14	 +24.94	 +67.78	 +71.27

n IA Japan Sector1	 +1.03	 +14.38	 +32.50	 +56.59	 +61.07

Rank in Sector	 78/80	 76/80	 65/79	 19/75	 22/75

Quartile Rank	 4	 4	 4	 1	 2

Discrete Performance (%, GBP)

	 YTD	  2025	  2024	  2023	  2022

Fund (B Acc GBP)	 +9.15	 +28.85	 +11.94	 -	 -

IA Japan Sector1	 +17.49	 +17.46	 +8.54	 -	 -

All performance figures presented are net of fees and expenses.

As per FCA guidance, past performance should be shown for complete 12-month periods 
where available. Since the fund launched on 24 April 2023, it does not meet this criterion for 
2023, and therefore, the figure is omitted.

Retail clients should not rely on this performance update. We recommend that you seek 
professional advice before making any investment decision.

Past performance is not a guide to future performance.

Source: Morningstar, as at 30/06/2026.

1. IA Japan Sector: Active funds only.

 
© Morningstar 2026. All rights reserved. The information contained herein: (1) is proprietary to Morningstar 
and/ or its content providers; (2) may not be copied, adapted or distributed; and (3) is not warranted to 
be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any 
damages or losses arising from any use of this information, except where such damages or losses cannot 
be limited or excluded by law in your jurisdiction. Past financial performance is no guarantee of future 
results.
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MANAGER COMMENTARY CONTINUED
Encouragingly, there are signs this is turning in our favour. Our financials 
exposure has behaved very differently from the broader market this year and 
has been a significant contributor to returns., While cautious about reading too 
much into short term share price moves, we believe this reflects the market 
beginning to recognise value in areas that have been overlooked. Regional 
banks were a particular bright spot in June, led by Bank of Iwate (+8%); other 
contributors included TBS (+7%), Pillar Corporation (+14%) and Hisaka Works, 
which rose +22%. Newer holdings also contributed, with Air Water advancing 
+6% and Park 24 rising +8%.

The main detractors this month sat on the asset-value side of the portfolio: Meiji 
Shipping (-27%) and NS United (-18%) both fell sharply, alongside continued 
weakness in commodity-cyclical names — Sumitomo Metal Mining (-18%) and 
Sumitomo Chemical (-16%) — and auto parts exposure through Hi-Lex (-18%). 
We see no change to the underlying earnings power or balance sheet strength 
of these businesses; the moves reflect sentiment and positioning rather than 
deterioration in the investment case.

Stepping back, the Japanese market remains split between a small group 
of expensive thematic stocks and a much broader, more reasonably valued 
opportunity set – a dynamic familiar to other markets globally. That is why we 
pay less attention to headline index-level P/E and P/B and more to the specific 
securities available to us: our recent purchases have been made at 4-5x cash 
flow, with attractive free cash flow yields and strong earnings outlooks — entry 
points that, over a three-year horizon, we believe more than compensate for 
near-term unpopularity.

Our conviction rests on visibility as much as valuation. Many of our holdings 
are well through their capital cycle — reducing capacity rather than reinvesting 
aggressively — which supports a self-help-driven earnings trajectory over the 
next three years, not just the next two quarters. That contrasts with parts of the 
technology sector, where accelerating capital investment is often a sign that 
today's exceptional margins, and valuations, are closer to their peak than their 
beginning.

Following last month's discussion of the Japanese cement sector, this month 
we look again at our holding in Air Water, acquired at a discount to book value 
and at a valuation meaningfully below any comparable global peer. Air Water's 
challenge has historically been capital discipline rather than the quality of its 
core business. Prior management prioritised absolute EPS growth over capital 
value creation, diversifying into confectionery, LPG distribution and vegetable 
processing — lower value-added activities that diluted an otherwise attractive 
industrial and medical gas franchise and weighed on returns on equity.

That is changing. A significant management transition, catalysed in part by an 
accounting incident, has brought a sharper focus on ROIC. The stock trades at 
a large discount to Nippon Sanso, its closest domestic peer, and a wider one 
still to Air Liquide and Linde. We see a credible path toward global levels of 
operating performance and valuation as capital discipline improves and the 
portfolio is rationalised.

Across the portfolio we hold a higher return on equity than the market on an 
asset (1.1x vs. 1.8x PBR), earnings (16x vs. 19.2x PER) and cash-flow basis — a gap 
we believe understates the true picture once the high cash balances and strong 
asset positions of many holdings are properly accounted for. This shows up in 
our capture ratios: 59% downside capture against 90% upside participation. We 
remain fully invested and are not bearish; our valuation discipline simply keeps 
us out of the market's more momentum-driven pockets, where we see the least 
attractive risk-reward.

30 June 2026

FUND MANAGERS 

JAMES SALTER
FOUNDING PARTNER

James spent his early career managing 
Japanese equities initially at Foreign & 
Colonial before stints at Martin Currie 
and Schroders. He joined Polar Capital 
as a founding partner in 2001, where he 
subsequently worked for 19 years before 
founding Zennor Asset Management in 
2020.

James graduated from Reading 
University with a degree in Classics, 
and studied for a Masters in Japan Area 
Studies at the School of Oriental and 
African Studies. He is a member of the 
CFA Institute.

DAVID MITCHINSON
PARTNER AND CIO

David started his career at Framlington in 
1998, managing a Japan fund before joining 
JPMorgan and moving to Tokyo in 2004. 
On leaving JPMorgan in 2013, he spent 
just over two and a half years with the Abu 
Dhabi Investment Authority, returning to the 
UK with TT International in 2016. He joined 
Zennor in 2020.

He graduated from Cambridge University 
with a degree in Economics. David is a CFA 
Charter holder.
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PORTFOLIO BREAKD OWN

Market capitalisation

Ticker	 Stock	 Sector	 Activity	 % Weighting

6877	 Obara Group	 Industrials	 Capital policy change beneficiary 	 5.5

8345	 Bank of Iwate	 Financials	 Regional bank + stocks	 4.6

429A	 Tekscend Photomask	 Information Technology	 Merchant photomask mfg.	 4.0

9401	 TBS Holdings	 Communication Services	 Asset rich TV Broadcaster	 3.9

4088	 Air Water	 Materials	 Restructuring chemicals producer 	 3.9

5844	 Kyoto Financial Group	 Financials	 Regional bank + stocks	 3.4

6745	 Hochiki Corporation	 Information Technology	 Cash rich fire detection manufacturer	 3.2

1811	 Zenitaka Corp	 Industrials	 Asset rich constructor 	 3.1

6490	 Pillar Corp 	 Materials	 SPE material supplier	 3.1

5232	 Sumitomo Osaka Cement	 Materials	 Diversified cement manufacturer	 3.1

6960	 Fukuda Denshi	 Health Care	 Improving MedTec co	 2.9

8309	 SMTG	 Financials	 Corporate bank	 2.6

7279	 Hi-Lex Corp	 Consumer Discretionary	 Automotive control cables 	 2.5

9672	 Tokyotokeiba	 Consumer Discretionary	 Land rich sports event company	 2.4

5713	 Sumitomo Metal Mining	 Materials	 Copper and gold mining	 2.3

6247	 Hisaka Works	 Industrials	 Asset rich machinery manufacturer	 2.2

6459	 Daiwa Industries	 Industrials	 Refrigeration	 2.2

9740	 Central Security Patrols 	 Industrials	 Cash rich security company	 2.2

6023	 Daihatsu Infinearth	 Industrials	 Marine & land engine producer 	 2.1

8014	 Chori 	 Industrials	 Asset rich textile business	 2.1

		  % of Portfolio

n	>$7.5 bn	 10.3

n	$2 - $7.5 bn	 26.3

n	<$2 bn	 62.8

Sector breakdown

Sector	 % of Portfolio

Industrials	 39.9

Materials	 17.9

Financials	 14.5

Information Technology	 8.9

Consumer Discretionary	 8.6

Health Care	 4.3

Communication Services	 3.9

Real Estate	 1.4
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DEALING & ADMINISTRATIVE 
DETAILS

Administrator & Custodian 
The Bank of New York Mellon 
(International) Limited

UK ACD 
Waystone Management (UK) Limited

Investment Manager 
Zennor Asset Management LLP

Fund Umbrella 
WS Zennor Investment Funds

Dealing Contact 
Telephone: +44 (0) 345 922 0044 
Email: wtas-investorservices@waystone.
com

Dealing Cut Off 
17:30 UK time T‑1

Settlement 
T+3
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DISCLAIMER
This document has been prepared and issued by Zennor Asset Management LLP ("Zennor") 
which is authorised and regulated by the Financial Conduct Authority (FRN 218549) in the 
conduct of investment business. This update is issued by Zennor on behalf of WS Zennor 
Equity Income Fund (the "fund") for the information of eligible recipients. Retail clients 
should not rely on this performance update. We recommend that you seek professional 
advice before making any investment decision. Past performance is not necessarily a 
guide to future performance. The value of the shares in the Fund and the income derived 
therefrom may go down as well as up. The rate of currency exchange may cause the value of 
overseas investments (and any income from them) to go down as well as up. This document 
is for illustrative purposes only and does not form part of any Key Investor Document. The 
information contained in this document does not constitute investment advice or an offer or 
solicitation to buy or sell any investment, fund or other security.
This document is for illustrative purposes only and does not form part of any Key Investor 
Information Document. The information contained in this document does not constitute 
investment advice or an offer or solicitation to buy or sell any investment, fund or other security. 
The information and opinions contained in this document have been compiled, or arrived at, from 
sources believed to be reliable and in good faith, but no representation or warranty, express or 
implied, is made to their accuracy, completeness or correctness. Any data, research, analysis, 
opinions or other information published in this document is provided as general commentary and 
for commercial communication purposes only and represents the views of Zennor at the time 
of preparation and may be subject to change. Zennor have taken all reasonable care to ensure 
the information contained and stated herein is accurate and reliable but make no representation, 
guarantee, or warranty that it is wholly accurate and complete. The information contained herein 
has not been independently verified and no liability is assumed by Zennor for any direct, indirect, 
or consequential losses arising from its use. Returns are unaudited.
This document is not intended for distribution to, or use by any person or entity in any jurisdiction 
or country where such distribution or use would be contrary to local law or regulation. For the 
most up to date information, please refer to the WS Zennor Japan Equity Income Fund’s share 
class-specific Key Investor Information Documents (KIID), the Supplementary Information 
Document, the Annual or Interim Reports and the Prospectus, which are available from the fund’s 
Authorised Corporate Director Waystone Management (UK) Limited, 3rd Floor Central Square, 29 
Wellington Street, Leeds, LS1 4DL or available on www.waystone.com. Spring Capital Partners 
Limited is an Appointed Representative of Robert Quinn Advisory LLP, which is authorised and 
regulated by the Financial Conduct Authority (548030)
Zennor Asset Management LLP is authorised and regulated by the Financial Conduct 
Authority (FRN 218549). Zennor Asset Management LLP, Registered Office: The Gaumont, 
Level 2A, 204 King's Road, London, U.K. SW3 5XP. 140726.286
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DIVIDEND HISTORY
Class	 Record date	 XD date	 Pay date	 Rate

B Inc GBP	 29 May 2026	 01 Jun 2026	 31 Jul 2026	 2.1830p (e)

B Inc GBP	 30 Nov 2025	 01 Dec 2025	 31 Jan 2026	 1.1770p

B Inc GBP	 31 May 2025	 02 Jun 2025	 31 Jul 2025	 1.9893p

B Inc GBP	 30 Nov 2024	 02 Dec 2024	 31 Jan 2025	 1.3661p

B Inc GBP	 31 May 2024	 03 Jun 2024	 31 Jul 2024	 1.4538p

B Inc GBP	 30 Nov 2023	 01 Dec 2023	 31 Jan 2024	 1.1816p

History of dividends declared per share, (e) is estimated. Source: Zennor Asset Management.

HISTORIC YIELD
2.10% 

The historic yield reflects distributions over the 
past 12 months as a percentage of the price of 
the B share class as at the date shown. It does 
not include any initial charge and investors may 
be subject to tax on their distributions.

SHARE CLASS DETAILS
Class	 Latest price	 Min investment	 Management fee (%)	 OCF (%)*	 ISIN	 SEDOL	 Bloomberg ticker

B Acc GBP	 £1.71	 £1,000	 0.75	 0.91	 GB00BQRH5997	 BQRH599	 LFZEIBA LN

B Inc GBP	 £1.59	 £1,000	 0.75	 0.91	 GB00BQRH5B12	 BQRH5B1	 LFZEIBI LN

C Acc GBP	 £1.72	 £10m	 0.65	 0.81	 GB00BQRH5C29	 BQRH5C2	 LFZEICA LN

C Inc GBP	 £1.60	 £10m	 0.65	 0.81	 GB00BQRH5D36	 BQRH5D3	 LFZEICI LN

*As at 30 June 2026
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