
Ja
n 

13
M

ar
 1

3

M
ay

 1
3

Ju
l 1

3

Se
pt

 1
3

N
ov

 1
3

M
ar

 1
4

M
ay

 1
4

Ju
l 1

4

Se
pt

 1
4

N
ov

 1
4

Ja
n 

14

Ja
n 

15
M

ar
 1

5

M
ay

 1
5

Ju
l 1

5

Se
pt

 1
5

N
ov

 1
5

M
ar

 1
6

M
ay

 1
6

Ju
l 1

6

Ja
n 

16

Source: Fitch, Council of Mortgage Lenders

Malt Hill No. 1 Arrears 3 months+ UK BTL Sector Arrears 3 months+ (CML) 

1.00

0.00

2.00

UK Mortgages Limited is a LSE-quoted listed closed-ended fund managed by TwentyFour Asset Management LLP.

Commentary

Outlook and Opportunities

Cornhill Mortgages No.2 (The Mortgage Lender – TML)   31% of Capital

Malt Hill No.1 (The Coventry Building Society)    22% of Capital

www.ukmortgageslimited.com

Malt Hill No.1 Portfolio Summary

Outstanding Balance of the Mortgage Portfolio 296,346,233

Number of Mortgage Accounts 1,669

Average Mortgage Size 177,559

Weighted Average Current LTV 64.77%

Weighted Average Interest Rate 3.36%

Weighted Average Remaining Term (months) 235.65

Weighted Average Seasoning (months) 13.50

 

Mortgage Commentary
Mortgage market statistics in July continued to send mixed messages as the housing market adjusts following the Brexit vote, with slower 
performance in some areas whilst others are picking up.  According to the Council of Mortgage Lenders, first time buyer and home mover 
activity declined, whilst re-mortgaging activity increased. Meanwhile, the UK RICS house price expectations index has turned positive again after 
two post-Brexit-vote negative readings.  The Buy-to-Let market is also staging a recovery of its own with August seeing the highest activity since 
the stamp duty changes and the rush to complete before the last fiscal year end.  Furthermore, pricing across all new mortgage products is 
becoming cheaper, as the cut in the base lending rate is passed on to end borrowers by the banks.

RMBS Commentary
Spreads in the RMBS market have been tightening together with the rest of the fixed income credit market since the BoE rate cut was 
announced in August. Momentum is supported by strong technicals as the new Term Funding Scheme, announced as part of the BoE package, 
is expected to lead to something of a supply squeeze in the medium term, much in the same way as the Funding for Lending Scheme did back 
in 2012. This news is a welcome boost for UKML’s future funding costs, as the price of RMBS term funding will be cheaper as a result.

Performance Commentary
As mentioned in the commentary published with the July NAV, one of the main drivers of NAV performance since the Fund’s inception has 
been the interest rate swap within the Malt Hill No.1 transaction. The interest payments of the fixed rate mortgages within the transaction have 
been swapped to floating rate and this swap is currently subject to a fair value mark-to-market calculation. Given the reduction in overall interest 
rates the movement in mark-to-market has been negative for the swap, which is reflected in the NAV.

Under current accounting policy, the fixed rate mortgages in the portfolio that are being hedged by the swap are valued by amortised cost 
methodology, rather than fair value pricing (i.e. mark-to-market), so no offsetting gain has been reflected in the valuation of the mortgages. As 
approx. 80% of the mortgages in the pool have a 2-year fixed rate period, which given their origination about 1 year ago will come to an end 
in about a years’ time, the impact of this mark-to-market mismatch will substantially realign during the middle of next year, as the swap on these 
loans rolls off.

The mortgage, housing and RMBS markets are expected to further stabilise in the coming months as the impact of the UK referendum 
diminishes and more normalised market conditions return. 
In terms of further investments, whilst we have seen opportunities in a number of possible investments, the portfolio managers have been 
focusing specifically on two, for reasons of quality, scale, execution speed, return, and capital deployment. Either of these two preferred 
transactions would be sized to allow us to invest the remaining investable portion of our capital. We expect to make a final decision shortly on
which one of the two portfolios is most suitable to proceed with and will make details available soon after.

Slightly ahead of target, TML delivered the first mortgage completion earlier this month and the application and completion pipeline continues 
to grow in line with our projections and with further completions imminent. TML expect to issue approx. £250m of mortgages in the first 
twelve months of origination.

The Malt Hill No.1 portfolio continues to show strong performance, in line with our expectations at the time of purchase. All loans have been 
paid on time and there are no arrears, bearing out the strong credit quality of the borrowers in the pool and the conservative lending guidelines 
on the loans. As expected with this type of loan, prepayments have been relatively low at this early stage in their life, and the demographics of 
the pool remain relatively unchanged since purchase.

3m+ Arrears (% Balance) - UK BTL Sector vs Malt Hill No.1

Data correct as at 31/08/2016. Source: CML, TwentyFour Asset Management *Weighted Average.  Data correct as at 31/08/2016. Source: TwentyFour Asset Management

UK Mortgages Limited

31 August 2016



*as at 31/12/2015

FOR INSTITUTIONAL/PROFESSIONAL INVESTORS ONLY. NO OTHER PERSONS SHOULD RELY ON THE INFORMATION CONTAINED IN THIS DOCUMENT. 
This document has been prepared for information purposes only in order to facilitate preliminary discussions with potential investors in the Fund and will not be made available to retail customers (as 
defined in the Financial Conduct Authority’s rules). 
The information and opinions contained herein are for background purposes only and do not purport to be full or complete. 
This document is preliminary and the information contained is selective and subject to verification, completion and amendment. It is not intended to be construed as a prospectus or other solicitation for 
the sale of any particular investment nor as investment advice and does not have regard to the specific investment objectives, financial situation, and particular needs of any person to whom it is presented. 
No representation or warranty, express or implied, is made as to the accuracy or completeness of the information contained herein and no responsibility, obligation or liability (whether direct or indirect, 
in contract, tort or otherwise) is or will be accepted by TwentyFour Asset Management LLP, Numis Securities Limited or the Fund or by any of their respective members, officers, employees or agents.
Any application for shares in the Fund may be made solely on the basis of the information and opinions contained in the prospectus, as and when it becomes available, which may be different from the 
information and opinions contained in this document. Investors should not subscribe for or purchase any shares in the Fund on the basis of the information set out in this document. 
This document is strictly confidential, may not be distributed to the press or any other person, may not be reproduced in any form and may not be published, in whole or in part, for any purpose. Neither 
this document nor any part or copy of it may be taken or transmitted into, or distributed (directly or indirectly) in the United States, Australia, Canada or Japan (or to any resident of Japan) or any of their 
territories or possessions. 
The value of investments and the income from them can fall as well as rise. An investor may not get back the amount of money that he/she invests. Past performance of funds managed by TwentyFour 
Asset Management is not a guide to future performance of the Fund. 
This document has been issued by TwentyFour Asset Management LLP.
TwentyFour Asset Management LLP is able to assist those institutional clients who require it with meeting their Solvency 2 obligations. In particular, TwentyFour Asset Management LLP will make all 
reasonable endeavours to comply with the Solvency 2 Regulations 2015 Article 256. Please contact the Compliance Department at compliance@twentyfouram.com for more information.
TwentyFour Asset Management LLP is a Limited Liability Partnership incorporated in England under Partnership No. OC335015 with its registered office at 24 Cornhill, London EC3V 3ND and is 
authorised and regulated in the UK by the FCA, FRN No. 481888.
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TwentyFour AM

John Magrath

Tel. 020 7015 8912

john.magrath@twentyfouram.com

Numis Securities

Chris Gook

Tel. 020 7260 1378

c.gook@numis.com

Investment Objective

The Company aims to provide Shareholders with 
stable income returns through low leveraged 
exposure to portfolios of loans secured against UK 
residential property.

Investment Policy 

The Company’s investment policy is to invest in a 
diversified portfolio of UK residential mortgages. 

•   The Company will purchase legacy portfolios 
with strong observable performance histories 
or new portfolios with robust underwriting 
standards

•   Primary origination mechanism may also be put 
in place

•   Leverage will be used, initially via a banking 
facility, before fully securitized term structure put 
in place

This is only a summary; details of the 
Company’s investment policy, including 
investment restrictions, are set out in 
the Prospectus.

Facts
Structure: Closed-ended Investment Scheme

Listing and Trading: LSE Specialist Fund Market

Launch Date:  7th July 2015

Launch Price: 100p per Ordinary Share 

Current Price Per Share*: 100.00

Current NAV per Share*: 93.34

Current NAV per Share inc. dividend*: 96.34

Premium / (Discount) to NAV*: 7.14%

Market Capitalisation*: £250m 

Shares in Issue: 250m

Dividend: Quarterly from April 2016

Dealing: Daily during LSE opening hours

NAV calculation: As of the last business day of each month

Currency: £ denominated

ISA and SIPP Eligible: Yes

Technical Information
Investment Manager:  TwentyFour Asset Management LLP

Board of Directors:  Fully Independent 

Administrators / Custodian:  Northern Trust

Broker:  Numis Securities 

Auditor : PricewaterhouseCoopers

Management Fee:  0.75% of lower of market cap or NAV

Estimated Ongoing Charge Ratio:  1.14%*

Share Codes

TIDM: UKML 

SEDOL: BXD2MK6

ISIN:  GG00BXDZMK63 

Source: TwentyFour Asset Management 29/07/2016*

Fund Managers

Robert Ford
Partner with 30 years’ experience, 
previously a Managing Director and 
Head of European ABS Trading at 
Barclays Capital.

Ben Hayward
Partner with 18 years’ structured 
finance experience; previously 
senior fund manager to four 
portfolios at Citi Alternative.

Douglas Charleston
Portfolio Manager with 9 years’ 
experience. Previous roles include a 
structurer at Lloyds, ratings analyst 
at S&P and a portfolio manager at 
Nationwide.

Silvia Piva
Portfolio Manager with over 9 
years’ experience. Previously a 
structurer and originator at the 
Royal Bank of Scotland. Prior to 
that she was an M&A advisor for 
SME companies in Milan, Italy.

Shilpa Pathak
Portfolio Assistant with 2 years’ 
experience. Previous roles include 
an application development 
consultant at Dow Jones and a 
software developer at Dell.


