
 
 

 1 

AlphaPredictor® Insights 
 
 
Our latest AlphaPredictor® insights  
Investment Association Sector: UK Equity Income 
Forecast horizon: 3-month ahead forward-looking view 
Date: January 2026 

 
How were these funds selected? 
The funds below were selected from the UK Equity Income peer group. Five funds were chosen to represent the top and 
bottom quartiles based on their 3-month expected return rankings, with a minimum fund size of at least £75 million and a 
historical ranking within one quartile of their forward-looking quartile ranking. 

 
About the AlphaPredictor® Methodology  
AlphaPredictor® is an advanced learning methodology collaboratively developed by leading academics and experienced 
practitioners. It forecasts investment asset behaviour across the business cycle and adapts rapidly to changing market 
conditions. In the case of actively managed funds, AlphaPredictor® can help identify the future “best” performers and 
avoid underperformers. The methodology is also used for asset allocation and portfolio construction to select the best 
combination of assets to hold at any point in the business cycle while diversifying against different economic outcomes.  
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AlphaPredictor® expected return breakdown for each fund shown as monthly return contributions 
Representative expected top quartile funds  

 
Expected return = Risk-free rate + All-weather Alpha contribution + Time-varying Alpha contribution + Beta contribution 
Beta return contribution = Sum of the Beta factor exposures multiplied by the expected returns of each Beta factor 
All-weather Alpha = Alpha component that is independent of business cycle changes and associated with security selection 
Time-varying Alpha = Sum of the Alpha sensitivities to the macroeconomic variables multiplied by their (expected) changes 

Comments 
• All representive funds in the expected top quartile have higher expected returns and total Alphas than the peer 

group average 

• TM Redwheel UK Equity Income has the largest all-weather Alpha, primarily associated with stock selection, and 
time-varying Alpha related to navigating changes in the business cycle often observed through sector tilts  

• J O Hambro UK Equity Income has the largest total Beta return among the expected top quartile funds with small 
but positive all-weather and time-varying Alpha 

• Janus Henderson UK Equity Income and Growth is the only fund among the expected top quartile funds with 
negative all-weather Alpha likely due to poorer security selection 

 
Representative expected bottom quartile funds  

 
Comments 

• All five representative funds have positive total Beta returns, but on average they are lower than the expected top 
quartile funds 

• All five of the representative expected bottom quartile funds have negative time-varying Alpha skills from poorly 
navigating changes in the business cycle. Four funds have negative all-weather Alpha linked to poorer stock 
selection 

• Premier Miton Optimum Income has the most negative all-weather and time-varying Alpha and the largest total 
Beta return from a higher than average exposure to smaller cap companies. 

• AXA Framlington UK Equity Income is the only fund with a non-negative all-weather Alpha 

• Fidelity Enhanced Income has the lowest expected return among the expected bottom quartile funds because of 
its negative Alpha and lower expected total Beta return 
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AlphaPredictor® Beta factor contributions to fund expected returns 
Representative expected top quartile funds  

 
Representa-ve expected bo4om quar-le funds 

 
Comments 

• The High-minus-low (HML) Dividend factor (see Glossary) is not expected to perform strongly over the next 3 
months. This is why the funds also have small expected returns from this factor 

• J O Hambro UK Equity Income, Janus Henderson UK Equity Income & Growth and Premier Miton Optimum 
Income have higher expected total Beta returns because of their larger exposure to smaller cap stocks when 
small caps are expected to outperform the broad market  

• Fidelity Enhanced Income has the lowest expected total Beta, UK equity market Beta and Small Cap Premium 
returns among both top and bottom expected quartile funds 

• The majority of the expected top quartile funds have higher returns coming from total Beta than the expected 
bottom quartile funds and the peer group average 
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Fund Beta factor exposures  
The charts show the Beta factor exposures that help explain each fund’s performance. They are expressed as Beta 
sensitivities not returns. A Beta of 1.0 indicates that the fund’s performance tends to move in 1:1 tandem with the Beta 
factor.  A negative Beta indicates that the fund’s performance tends to move in the opposite direction of the Beta factor.  

Representative expected top quartile funds Beta factor exposures 

 
Comments 

• All of the expected top quartile funds have a positive tilt to higher dividend yielding stocks and positive exposure 
to this Beta factor (HML Dividend Premium). 

• J O Hambro UK Equity Income has the biggest Beta exposure to smaller cap stocks among the expected top 
quartile funds followed by Janus Henderson UK Equity Income & Growth 

• Among the above five funds, J O Hambro UK Equity Income and TM Redwheel UK Equity Income have the 
largest tilt and hence Beta exposure to higher dividend stocks and JPM UK Equity Income and Artemist Income 
Exclusions have the smallest tilt  

• Artemis Income Exclusions has the lowest exposure to equity market Beta among the expected top quartile funds 
which means its performance will be somewhat less sensitive to swings in the broad UK equity market 

Representative expected bottom quartile funds Beta factor exposures 

 
Comment 

• Four of the five funds in the expected bottom quartile have low to negative Beta exposures to higher dividend 
stocks. These funds show a style more typical of blend or growth styles of investing  

• Among the expected bottom quartile funds, Premier Miton Optimum Income has the largest Beta exposure to 
smaller stocks 

• AXA Framlington UK Equity, Fidelity Enhanced Income and Liontrust Income have negative Beta exposures to 
higher dividend yielding stocks which is somewhat unusual for funds in the UK Equity Income peer group  
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Fund time-varying Alpha from navigating changes in the business cycle 
The AlphaPredictor® methodology provides the unique ability to identify managers with skills which will perform well given 
different but plausible economic outcomes. Time-varying Alpha is manager skill associated with navigating changes in the 
business cycle and is often demonstrated by sector tilts or security selection within sectors.  Macro Alpha sensitivities 
reflect the portion of a manager’s skill which is correlated (positively or negatively) with important macroeconomic 
variables. By pairing macroeconomic variable changes with a fund’s Macro Alpha sensitivities you can gain insights about 
their Alpha generation in different environments. 

 

Representative expected top quartile funds time-varying Alpha breakdown 

 
Comments 

• The five expected top quartile funds all have positive time-varying Alpha 

• With the exception of Janus Henderson UK Equity Income, these funds will generate negative Alpha when credit 
risk is declining which has been the case in the current stage of the business cycle 

• Artemis Income Exclusions and JPM UK Equity Income are expected to generate Alpha (all else being equal) 
when the term spread is widening which is currently the case 

• When the rate of inflation is declining, which is currently the case, Artemis Income Exclusions, JPM UK Equity 
Income and TM Redwheel UK Equity Income may generate higher Alpha than the other two funds 

 
Representative expected bottom quartile funds time-varying Alpha breakdown 

 
Comments 

• The bottom quartile expected Alpha funds have negative time-varying Alpha skills for the current stage of the 
business cycle 

• Term spreads are widening and abrdn UK Income Equity, AXA Framlington UK Equity Income and Liontrust 
Income funds may generate negative Alpha under these macro conditions 

 
  

!"#$%&G%G()*
+,#$-."/0,)1%
2345"%678 !"#$%FG()*+"$H -"+.()*+"$H )I0+G(1$G" 23(45#F$G605 !676H"5H(86"FH

23(9"$H65J(
;K050.6K(
45H6K$G0+

=+G".6L(45K0."(;?KF%L605L 9:;<7 @ABCCM ABEFM @ABAEM ABCGM @ABCGM ABAAM
H(I(J$.O+0(23(;L%6GM(45K0." 9:9=7 @ABCNM ABANM ABANM ABACM ABCAM ABACM
H$5%L(J"5H"+L05(23(;L%6GM(45K0."(O(P+0QGI 9:;>7 ABAEM ABAGM @ABAEM @ABARM ABCSM ABACM
HTU(23(;L%6GM(45K0."( 9:;<7 @ABCVM ABEAM ABACM ABCRM ABAAM @ABAEM
-U(1"HQI""F(23(;L%6GM(45K0."(P%5H 9:<?7 @ABERM ABAFM ABAEM ABEVM ABEVM ABANM
@$$/%A/&(4%2.$/"1$ -9:9B7 -9:;97 9:9;7 9:997 9:9B7 9:9<7 9:997

C"M/&%2345"%N$F(/)%G&)F/,H(F,&)I

!"#$%&'%'()*
+,#$-."/0,)1%
2345"%678

!"#$%F'(
)*+"$, -"+.()*+"$, )I0+'(1$'" 23(45#F$'605 !676,"5,(86"F,

23(9"$,65:(
;K050.6K(
45,6K$'0+

$=+,5(23(45K0."(;L%6'? -9:;97 @A@BC M@ABEC @A@BC @A@FC M@A@BC @A@@C
GHG(I+$.F65:'05(23(;L%6'?(45K0." -9:;<7 M@A@JC M@ABOC @A@BC @A@BC @A@FC @A@@C
I6,"F6'?(;5I$5K",(45K0."(I%5,( -9:;=7 M@A@LC M@A@BC @A@BC M@A@LC M@A@BC @A@BC
9605'+%M'(45K0."(I%5,( -9:>?7 M@AB@C M@AFJC @A@NC @A@OC @A@LC @A@@C
O+".6"+(P6'05(Q*'6.%.(45K0."(I%5,( -9:?;7 M@A@RC M@A@EC M@A@EC M@ABBC M@A@OC @A@BC

@"A/&%2345"%B$C(/)%M&)C/,N(C,&)F



 
 

 6 

Fund time-varying (macro) Alpha sensitivities to important macroeconomic variables 
The two tables below show the sensitivity of each fund’s Alpha to changes in important macroeconomic variables. The 
values in the tables are expressed as sensitivities not returns. Understanding how a fund’s Alpha might be impacted as the 
business cycle evolves can help a fund selector pick winners and avoid funds whose Alpha may deteriorate in specific 
environments. The AlphaPredictor® model is an advanced learning model and it will learn over time as relationships 
between Alpha and macroeconomic variables evolve. 

 

Representative expected top quartile funds 

 
Representative expected bottom quartile expected Alpha funds 

 
Comments 

• The top quartile funds have macro Alpha sensitivities that are notably different to the bottom quartile funds 

• For example, the bottom quartile funds have negative sensitivities to term spread.  If the term spread were to 
widen, the resulting time-varying Alpha from this macro variable would be negative  

• Most of the top quartile funds have larger negative sensitivities to UK inflation than the bottom quartile funds.  If 
the rate of inflation continues to decline, the top quartile funds would, on average, generate higher Alpha  

• If UK inflation continues to decline, TM Redwheel UK Equity Income may generate the largest positive time-
varying Alpha, because it has the biggest negative sensitivity to this macro variable. On the other hand, the 
Fidelity Enhanced Income and Premier Miton Optimum Income funds have positive sensitivities to changes in UK 
inflation and would generate the largest negative time-varying Alpha  

• Short term interest rates are declining in the current stage of the business cycle. Funds with negative sensitivity to 
short-term interest rates would generate positive time-varying Alpha if short rates continue to decline.  

• TM Redwheel UK Equity Income Fund’s Alpha has the biggest negative sensitivity to changes in dividend yield 
and Artemis Income Exclusion has the biggest positive sensitivity to this macro variable.  In periods of declining 
dividend yield (rising stock valuations), TM Redwheel UK Equity Income may generate positive time-varying 
Alpha whereas Artemis Income Exclusions may generate negative Alpha 
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GLOSSARY 
 
Beta risk factors 

• Market Beta  – MSCI UK Index 

• Small Cap Premium – MSCI UK Small Cap Index returns minus MSCI UK Large Cap Index returns   

• HML Dividend Premium – FTSE 350 High Dividend Index returns minus the MSCI FTSE 350 Low Dividend returns 
 
Alpha 

• All-weather Alpha –Fund manager security selection skill which is independent from the business cycle  

• Time-varying Alpha – Fund manager skill from dynamically timing industries and sectors over the business cycle.  
Macroeconomic state variables such as the default spread, term spread, short interest rate, dividend yield, 
inflation and economic sentiment can be used to identify funds likely to generate superior performance. 

 
Macroeconomic state variables 

• Default spread – The difference between the yield on global investment grade corporate bonds and global 
treasury bonds. It is a measure of credit risk and stresses in the financial system. It is counter-cyclical 
tending to widen in recessions and shrink in expansions. 

• Term spread – The difference between global long and short-term government bond yields. Academic 
research has found it to be a predictor of economic growth as well as turning points in the economy. 

• Short rate – The yield on short-term global government bonds. Short term interest rates are closely linked to 
monetary policy. Falling short term interest rates have been associated with rising stock and bond markets 
in subsequent periods. Higher short rates may signal reduced capital investment by firms as well as lower 
consumption in the economy. 

• Dividend yield – The dividend yield on a broad index of UK equities. A measure of relative equity valuations. 
It is counter-cyclical tending to widen in recessions and shrink in expansions 

• Inflation – UK CPI harmonized with the EU which tracks prices across a wide range of common items 
including food, energy, housing, and transport. 

• OECD Leading Economic Indicator – A composite indicator for UK economic growth 
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Quantifying the Predictive power of the AlphaPredictor® forward-looking rankings for the UK Equity 
Income peer group 
We calculated the performance of the top quartile predicted 3-month ahead funds versus the bottom quartile predicted 
funds over the last seven years ending December 2025 and then looked at the consistency of the outperformance of the 
top versus bottom quartile funds ranked by 3-month expected returns.  The chart below shows the frequency of 
outperformance over 3-, 12-, 36-, 60- and 84-month periods. 

 
Percentage of times that the top quartile predicted funds outperformed bottom quartile predicted funds 

 
 

How to use the AlphaPredictor® Insights report  
The report highlights five funds from the top and bottom quartile of expected Alpha funds over the coming 3-months for a 
specific peer group. It breaks down the key drivers of each fund’s performance due to important risk factor exposures 
including Market Beta, Small Cap Premium, HML Dividend Premium,and Alpha. An important differentiator of 
AlphaPredictor® is its ability to breakdown each fund’s Alpha generating capabilities into all-weather (idiosyncratic) skills 
associated with security selection and time-varying skills associated with navigating changes in the business cycle and 
often exhibited through sector tilts. Time-varying skills are correlated with important macroeconomic variables and 
understanding which stage of the business cycle we are in and how skillful a manager is given current or future economic 
conditions can provide key insights into understanding how a manager and fund are likely to perform. 
 
The Alphapredictor® Insights report provides advisers with a view about which funds are likely to perform well or poorly in 
the current environment. If advisers already recommend or use these funds, it can help explain how the fund selection truly 
adds value to the end investors. Otherwise, advisers can consider whether they want to switch funds – especially since 
different fund manager skills may work better given the changes in business cycle or specific economic conditions. 

 
Subscription services 
Advisers can also subscribe to the AlphaPredictor® as a service and get more: 

• Detailed report on the Alpha and Beta contributions to expected performance of specific fund(s), including how 
changes in macroeconomic variables will affect them. This can be a healthcheck on current funds in the clients’ 
portfolios or to find new funds. 

• Cost effective tools that help advisers and wealth managers to build fund buy-list objectively, together with other 
fund research tools if needed. 

 
For more sophisticated wealth managers and advisers, we can provide regular Alphapredictor® dataset for their 
quantitative analysts and fund research team.   
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IMPORTANT DISCLAIMER   
 
This commentary is for information only and the comments and forecasts are intended to be of a general nature and are 
current as at the date of issue. Tricio Investment Advisors Ltd and Parala Capital LLP (the “Companies”)  take no 
responsibility for any individual investment decisions based thereon. The Companies provide this data on the 
understanding that the data is sourced from the public domain, and that while the Companies will endeavour to ensure the 
accuracy of the data and analyses in our reports, no responsibility is taken for any errors in the data and analyses, and no 
responsibility or liability of any sort is taken for any losses that you or your company may incur, either directly or indirectly, 
through the use of this information. The Companies will take reasonable means to ensure that the reports, data and 
analyses arrive in a timely fashion, but makes no guarantee for any transmission errors or disruption of facsimile, electronic 
mail or other distribution means. Redistribution of our reports without the express written consent of both Tricio Investment 
Advisors Ltd and Parala Capital LLP is strictly prohibited and we will prosecute offenders to the full extent of the law. This 
includes photocopying, faxing electronic distribution and any other unauthorised distribution. 


