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As the Christmas break is upon us, we have
entered the customary sale season where
unshifted stock gets marked down and bargain
hunters head out (or get online) hopeful of
buying quality goods at knock down prices. For
our corner of the equity market, it feels like the
Christmas sales have been on continuously for
well over a year. Whilst not making predictions
about the coming year (another tradition of the
season), we do see some companies trade at
ever-better valuations, which bodes well for
longer term returns. One company that has
reached a stock price level cheap enough to
tempt us with a new position is animal
medicine maker Zoetis, on which more below.

Like all stock being sold at promotional prices
it’s important to check that the goods are
indeed of the promised quality, and that as
buyers we understand why it has been unloved
by other shoppers. That’s how we approach our
analysis of companies. Providing we'’re
satisfied quality is intact we continue the
ongoing, usually incremental process of
nudging the portfolio toward those companies
where value is emerging and away from those
where the qualities of the business are being
more fully recognised with a price tag to match.

At the top of the additions list in the second
half of 2025 are the new positions of financial
data firm LSE Group and insurance brokerage
Marsh & McLennan. Wolters Kluwer also
features; a professional information services
company where the valuation has round-
tripped from cheap to fully valued and back to
cheap. For perspective, the share price is now
below the level of three years ago. Our
position size moved downward accordingly
against the strength, and we are now
meaningfully rebuilding the position. In the
case of LSE Group and Wolters Kluwer the

lack of love for the companies indicated by the
stock price is reflective of the potential for
disruption by new Al-enabled services. Our
analysis suggests that whilst there is evolution
in how information tools are being delivered,
as owners of proprietary data and domain-
specific capabilities both businesses will more
than likely benefit from delivering new Al
tools rather than be replaced.

Other businesses have been added to at the
margin, all of this funded by reducing
companies that have become more fully
valued. Microsoft, lab services firm Quest
Diagnostics, and networking equipment and
software company Cisco top the list of largest
reductions. All remain positions, but at smaller
sizes, particularly Cisco which now stands at a

little over our minimum position size of 1%.

These portfolio moves have done little to aid
recent performance as momentum trends in
the market persist in both the positive and
negative directions. It is these trends that, in
part, create the opportunities to pick up
excellent businesses at better valuations, as
market concern overshoots the risks posed.
Excitement can equally overshoot opportunity
in the other direction. Because the market has
been particularly polarised in recent times, as
we have followed the process of portfolio
evolution, the performance profile of the
portfolio has become less and less like that of
the market. At times the short-term
performance has almost been the inverse of
the broader market. In a strong market this
presents a short-term cost of picking up the
bargains on offer, in the form of
underperformance. Our strong suspicion is
that in the longer term it will ultimately be
well worth having shopped for quality while

these businesses are on sale.
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Some companies where near-term business
performance had observably been slow seem
to have found stability. The IT consultancies
and outsourcers Accenture and Capgemini
have returned to revenue growth after a hiatus
in discretionary corporate spending as
companies digested the impact of the Trump
administration’s trade policies. Whilst their
share prices have not regained all recent
losses, they have stabilised. The
aforementioned Cisco has seen sales increase
after a Covid-era binge on networking
equipment was digested, although the current
excitement around the stock is more to do
with Al infrastructure spend. The average
organic revenue growth' of +5% for portfolio
companies reporting in the third quarter of
2025 is solid in absolute terms and good
relative to the market, particularly when
considered relative to the share prices on offer
and the economic value these businesses
create. Whilst we would rather have had a
little more recognition of the solid
fundamentals in terms of positive market
price movements, we get some Christmas
cheer and a good feeling about the future from
the combination of fundamental performance

and valuation of the portfolio.
New position - Zoetis

Zoetis is the world's largest animal drugs
company. We first met Zoetis in New Jersey
in 2022 and have followed the firm since and
its market valuation has recently become
materially more attractive. Here we’ll briefly
highlight why the stock seems to represent

more of a bargain now.

Zoetis leads the animal drug market with
strength in US pet medicines (70% of sales,
higher profit share). They excel in organic

R&D and sales execution. None of their three

main competitors match Zoetis' scale and
breadth, giving them a bundling advantage
with vets, reinforced by consistently superior

new drug launches.

The animal medicines industry differs from
human pharmaceuticals in two key ways:

1) No large intermediaries like governments/
insurers means improved pricing power for
the drugmakers.

2) There is less generic pressure after the loss
of patent protection. About half of Zoetis' sales
come from off-patent drugs, yet they maintain
strong in terms of growth, margins and
returns, taking 2-4% annual price increases
across their portfolio.

Generic pressure is lower because animal
pharma opportunities are too small for
economies of scale that generics makers need
to drive down prices; blockbusters are $100m
of revenue versus $1bn in human pharma.
Vets are incentivised to stock branded drugs
at higher margins. As generalists with limited
shelf space, they prefer fewer suppliers, and
pet owners tend to accept their

recommendations without switching.

Zoetis typically trades at a premium in the
market, but its valuation has halved since late
2021, with the share price fall accelerating
after recent results. Lockdown pet adoptions
initially boosted growth through vaccinations,
then slowed as these pets reached healthy
adulthood. However, this cohort will become a
tailwind again as they age and will require

more treatment.
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Zoetis Share Price and Forward PE
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Forward PE Ratio - A measure of how expensive a stock
is compared to future profitability. Calculated as current
share price divided by expected earnings per share for

the next 12 months.

Recent weakness also reflects new therapy
Librela's rare side effects, and weak US
consumer spending. We think the issues with
Librela are mainly down to communication
and consumer perceptions. The drug is mostly
given to old dogs that likely have co-
morbidities where the options for owners are
often treatment or euthanasia. The incidence
rate of severe side effects is rare and Librela is
demonstrably better than the standard of care.
Litigation risk is low as pets are legally
property, even if owners consider them family,
and a lawsuit was recently dismissed.

Despite surveys showing pet owners consider
pets as family and would pay for their care,
therapeutic vet visits have declined recently.
We suspect corporate vet consolidators have
driven up prices, which may need to
normalise, though Zoetis' own price increases

remain modest.

Customer (i.e. vet) consolidation does present
some risks, which we feel are mitigated by the

following factors:

1) Consolidation is coming from a very low
base.

2) Zoetis’ margin with corporate accounts is
higher due to the lack of distributors.

3) Corporate accounts drive higher volumes
than independents.

Another structural concern may be the
increased penetration and consolidation of pet
insurance coverage. We think the risk here is
low. Pet insurance penetration is only 4% in
the US and growing slowly. Even in highly
insured markets like the UK, Zoetis grows well

and passes through price increases.

In conclusion we believe the long-term
opportunity for Zoetis is substantial. Pet
ownership is growing, and increased
medicalisation will continue through aging
populations, better diagnostics, and new
treatments. Zoetis has a strong pipeline
including format extensions and treatments
for kidney disease, cancer, cardiology, and
obesity. These are huge opportunities and
Zoetis are expecting to address them with
launches over the next few years.

The end of the sales?

Zoetis is a good example of a company where
a positive short term demand driver, in this
case the coronavirus pandemic, got reflected
in a very high stock price, with the
price/earnings multiple nearing 50x at its
peak. The opportunity presented got overshot
by the price, and now the opposite has
happened as that driver has abated. The
company has remained high quality
throughout the process in terms of margin,
cash flow, return on capital and the longer-

term growth drivers.

The Zoetis example also demonstrates that in
the stock market one doesn’t ever quite know
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when full-price season will end and when the
sales will begin. The traditional Christmas
sales have been extended in recent years by
the Black Friday and Single’s Day phenomens,
but they do tend to end some time in the new
year. The current bargain season in certain
parts of the market may continue for longer
than that, but we are finding more items of
interest as it persists. Long-term stock market
history suggests that even if market
conditions persist for a protracted period of
time, they do eventually end too.

We'd like to take this opportunity to thank all
of our clients, colleagues and partner
companies for your continued support in 2025
and your interest in the strategies that we

manage at Evenlode.
We wish you all the best for 2026.

Ben Peters and Rob Strachan
23 December 2025

Evenlode has developed a Glossaryto assist investors to
better understand commonly used terms.

This document is not intended as a recommendation to
invest in any particular asset class, security, or strategy.
The information provided is for information purposes
only and should not be relied upon as a recommendation
to buy or sell securities. Prospective investors should
seek independent financial advice.

This document has been produced by Evenlode
Investment Management Limited (‘Evenlode’). Every
effort is taken to ensure the accuracy of the data used in
this document, but no warranties are given.

Investment commentary represents the opinions of the
Evenlode team at the time of writing and does not
constitute investment advice. Where opinions are
expressed, they are based on current market conditions,
may differ from those of other investment professionals
and are subject to change without notice. Any forecasts
provided are subject to change and are not guaranteed.

Evenlode Global Dividend is a sub-fund of the Evenlode
ICAV. Full details of the Evenlode Funds, including risk
warnings, are published in the Evenlode Investment
Funds Prospectus and the Evenlode Investment Funds

Key Information Documents (KIDs) which are available
on request and at

The Evenlode Funds are subject to normal stock market
fluctuations and other risks inherent in such investments.
The value of your investment and the income derived
from it can go down as well as up, and you may not get
back the money you invested. You should therefore
regard your investment as long term. As a focused
portfolio of between 30 and 50 investments, Evenlode
Global Dividend may carry more risk than a fund spread
over a larger number of stocks. The funds have the
ability to invest in derivatives for the purposes of
efficient portfolio management (techniques used by
investment managers to manage a portfolio in a way
that aims to improve returns, reduce risk, or manage
costs, without significantly changing the overall
investment strategy or risk profile), which may restrict
gains in a rising market. Investments in overseas
equities may be affected by changes in exchange rates,
which could cause the value of your investment to
increase or diminish.

Past financial performance is not a reliable indicator of
future results. Fund performance figures are shown
inclusive of any reinvested income and net of ongoing
charges and portfolio transaction costs unless otherwise
stated. The figures do not reflect any entry charge paid by
individual investors. Tax treatment depends on individual
circumstances and may change in the future. Market data
is sourced from S&P Capital IQ, Financial Express
Analytics and Bloomberg unless otherwise stated.

Evenlode believes that delivering real, durable returns
over the long term can be best achieved by integrating
environmental, social and governance (ESG) factors
into the risk management framework as this ensures
that all long-term risks are monitored and managed
on an ongoing basis. In addition to reviewing ESG
factors when making investment decisions, Evenlode
engages with portfolio companies on a range of ESG
issues (for example greenhouse gas emission
reduction). However, please note that the fund does
not have a sustainability objective.

This document is neither directed to, nor intended for
distribution or use by, any person or entity who is a
citizen or resident of or located in any locality, state,
country or jurisdiction where such distribution,
publication, availability or use would be contrary to law
or regulation. The sale of shares of the fund may be
restricted in certain jurisdictions. In particular shares
may not be offered or sold, directly or indirectly in the
United States or to U.S. Persons, as is more fully
described in the Fund's Prospectus.

The MSCI information may only be used for your
internal use, may not be reproduced or redisseminated
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in any form and may not be used as a basis for or a
component of any financial instruments or products or
indices. None of the MSCI information is intended to
constitute investment advice or a recommendation to
make (or refrain from making) any kind of investment
decision and may not be relied on as such. Historical
data and analysis should not be taken as an indication
or guarantee of any future performance analysis,
forecast or prediction. The MSCI information is
provided on an “as is” basis and the user of this
information assumes the entire risk of any use made of
this information. MSCI, each of its affiliates and each
other person involved in or related to compiling,
computing or creating any MSCI information
(collectively, the “MSCI Parties”) expressly disclaims all
warranties (including, without limitation, any warranties
of originality, accuracy, completeness, timeliness, non-
infringement, merchantability and fitness for a
particular purpose) with respect to this information.
Without limiting any of the foregoing, in no event shall
any MSCI Party have any liability for any direct,
indirect, special, incidental, punitive, consequential
(including, without limitation, lost profits) or any other
damages. ( ).

EAA Fund Global Equity Income Sector - © Morningstar
2025. 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.

Evenlode is a trading brand of Evenlode Investment
Management Limited. Authorised and regulated by the
Financial Conduct Authority, No. 767844. Investment
Fund Services Limited is authorised and regulated by
the Financial Conduct Authority, No. 464193.

Spring Capital Partners Limited is an Appointed
Representative of Robert Quinn Advisory LLP, which is
authorised and regulated by the Financial Conduct
Authority, with FRN 548030. Spring Capital Partners
GmbH and Spring Capital Partners AB are tied agents
within the meaning of Article 29 (3) of Directive
2014/65/EU (“MiFID II” as implemented in the
respective national legislation) of Allington Investment
Advisors GmbH, Kaiser-Friedrich-Promenade 127, 61348
Bad Homburg v.d.H.,, Germany, which is authorised and
regulated by the German Bundesanstalt fiir

" Organic revenue growth - Excludes the impact of
mergers/acquisitions and foreign currency.

Finanzdienstleistungsaufsicht (BaFin) with BaFin-ID:
10158575.

The Tied Agents are entered in the public register of tied
agents held by BaFin. Within the scope of providing
financial services (“investment brokerage” within the
meaning of Annex I A (1) MiFID II as implemented in
the respective national legislation by promotion of the
potential investor's willingness to enter into a
transaction but excluding the reception and
transmission of orders in relation to one or more
financial instruments), the Tied Agents act exclusively
on behalf and for the account of Allington Investment
Advisors GmbH and undertake to exclusively distribute
funds. The information provided by the Tied Agents is
intended for informational purposes only and does not
represent an offer to purchase or sell financial
instruments. All information is provided without any
guarantee. This information neither represents any
investment / legal / tax advice, nor any recommendation.
The Tied Agents point out that every investment
decision should be made after consulting an advisor.
The information is intended exclusively for professional
clients within the meaning of Annex II MiFID II. The
information provided may not be copied or further
distributed to third parties without the prior consent of
Allington Investment Advisors GmbH. The information
may not be given to persons or companies that do not
have their ordinary residence or domicile in the
countries in which Allington Investment Advisors GmbH
is authorised to provide financial services. In particular,
the information may not be made available to US
citizens or persons residing in the USA.

The Fund has appointed as Swiss Representative
Waystone Fund Services SA, Av. Villamont 17, 1005
Lausanne, Switzerland, Tel: +41 21 311 17 77, email:
Switzerland@ waystone.com. The Fund’s Swiss paying
agent is Banque Cantonale de Genéve. The Prospectus,
the Key Investor Information Documents, the Instrument
of Incorporation as well as the annual and semi-annual
reports may be obtained free of charge from the Swiss
Representative in Lausanne. In respect of the Shares
distributed in or from Switzerland, the place of
performance and jurisdiction is at the registered office of
the Swiss Representative. The issue and redemption
prices are published at each issue and redemption on
www.fundinfo.com. Evenlode Investment Management
Limited is authorised and regulated by the Financial
Conduct Authority, No. 767844. The Evenlode Global
Dividend Fund is authorised and regulated in the
Republic of Ireland by the Central Bank of Ireland.
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