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It is a good discipline to continuously reappraise your holdings

Are you brave enough to 
sell an investment when 
circumstances change?

O evidence in hand and not 

investment case.

(BF0LDZ3)
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IMPORTANT

Shares publishes information and ideas which are of interest to investors. It 

does not provide advice in relation to investments or any other financial matters. 

Comments published in Shares must not be relied upon by readers when they 

make their investment decisions. Investors who require advice should consult a 

properly qualified independent adviser. Shares, its staff and AJ Bell Media Limited 

do not, under any circumstances, accept liability for losses suffered by readers as 

a result of their investment decisions.

Members of staff of Shares may hold shares in companies mentioned in the 

magazine. This could create a conflict of interests. Where such a conflict exists it 

will be disclosed. Shares adheres to a strict code of conduct for reporters, as  

set out below.

 1. In keeping with the existing practice, reporters who intend to write about any 

securities, derivatives or positions with spread betting organisations that they 

have an interest in should first clear their writing with the editor. If the editor 

agrees that the reporter can write about the interest, it should be disclosed to 

readers at the end of the story. Holdings by third parties including families, trusts, 

self-select pension funds, self select ISAs and PEPs and nominee accounts are 

included in such interests.

2. Reporters will inform the editor on any occasion that they transact shares, 

derivatives or spread betting positions. This will overcome situations when the 

interests they are considering might conflict with reports by other writers in the 

magazine. This notification should be confirmed by e-mail.

3. Reporters are required to hold a full personal interest register. The whereabouts 

of this register should be revealed to the editor.

4. A reporter should not have made a transaction of shares, derivatives or spread 

betting positions for seven working days before the publication of an article that 

mentions such interest. Reporters who have an interest in a company they have 

written about should not transact the shares within seven working days after the 

on-sale date of the magazine.
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Aberdeen’s Investment Plan for Children 
You want to give your children a head start. So give them  

an investment plan that lets them aim a little higher.

Aberdeen's Investment Plan for Children offers a wide  

choice of investment trusts, so your children get access  

to investment opportunities not only in the UK but in Asia  

and worldwide too.

The plan accepts monthly and lump sum investments –  

from parents, grandparents and anyone else who wants  

to contribute.A Hop over to our website to learn more.

Please remember, the value of shares and the income from 

them can go down as well as up and you may get back less 

than the amount invested. We recommend that you seek 

financial advice prior to making an investment decision.

ASubject to certain criteria being met.

Request a brochure: 0808 500 4000 
invtrusts.co.uk/children

Give your children’s 
future a jump start.

Aberdeen Standard Investments is a brand of the investment businesses of Aberdeen Asset Management and Standard Life Investments. 

Issued by Aberdeen Asset Managers Limited, 10 Queen’s Terrace, Aberdeen AB10 1YG, which is authorised and regulated by the Financial 

Conduct Authority in the UK. Telephone calls may be recorded. aberdeen-asset.co.uk
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As we write the US technology-heavy 
Nasdaq index is enduring its second worst 
September start since 2008. Only 2011 had 

a worse showing.
A decade ago makes for a notable point of 

comparison given that on 15 September 2008 
investment bank Lehman Brothers collapsed.

With more than $639bn worth of its assets it  
was the largest bankruptcy in US corporate 
history and arguably represented the zenith of the 

similar in 2018 but given the technology sector has 
been a big driver in the bull market of recent years 
it is worth looking at what lies behind Nasdaq’s 
recent weakness.

doubled in value as the so-called FAANG stocks 

(Alphabet)) have soared.
Simmering away in the background is an ongoing 

although Google-owner Alphabet failed to show.

He tweeted on 8 September that if Apple wanted 

manufacture its products in the US.

 
if it were to take Trump up on his advice.

UK investment trusts with exposure to the 

start of September 

Second worst September 
start for US tech stocks in        
10 years
The Nasdaq index is struggling amid political intervention and profit taking

 is down 5.5% and 
 is down 3.9%. (TS)

stock exchange in the world by total market 

weighted towards the technology sector.

Apple 7.98%
Amazon 7.23%

6.64%
Facebook 4.09%

3.41%
2.98%

Intel 2.03%
1.77%
1.49%
1.35%

Source: Nasdaq

AUG SEP
7900

8000

8100

8200 NASDAQ COMPOSITE



BIG NEWSBIG NEWS

13 September 2018  |  SHARES  |  7

Shappen to  following the 

£3.9bn.

chain and make cold-brew and ready-to-drink 

should be taken over by rivals.
 

Inn-owner 
and Accor could work with a property investor to 

 
in-house restaurant Thyme.

Whitbread is expected to use the proceeds from 

debt and boost the pension fund.

Is this the beginning of the 
end for Whitbread?
One analyst argues Premier Inn should not be a standalone company

in London.

 2018 
survey shows 21% of 

up from 13% in the second 

was 16% for the third quarter 

increasing numbers are willing 

to bat back Brexit worries.

UK economic prospects to 
increase exposure.

is that fears of economic 

have been unfounded and 

investors have been willing to 

head of global macro strategy 
at State Street Global Markets.

has underperformed several 

Are UK markets finally ready to shed their  
Brexit discount?
State Street study is encouraging but UK is still weak versus other global markets

Nigel Parson claims that Premier Inn should be taken over by rivals
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 is poised for 
a crucial shareholder vote on moving its 

headquarters to the Netherlands.
On 11 September the company published the 

link it to Brexit although Unilever itself argues it is a 

25 October and 26 October then the new shares will 

and 75% approval from its UK shareholders.

about the move as they will be forced to sell their 

Will Unilever exit the 
FTSE 100?
Consumer goods giant details plans for cancelling dual-share structure and 
moving HQ

Unilever shares as the company is widely expected 

In its prospectus for the new shares Unilever 

At present the company is the third largest by 
market cap on the UK’s index of leading shares. (TS)

 very worried 
about the price at which 

could issue new 
shares to address a funding 

250 miner updated on its capital 
requirements.

Sirius says it now needs an 

which is mainly connected to 

higher costs from its transport 
system tunnel. It can either 
get the money by issuing new 
stock to investors and/or a 
new strategic partner. Or it can 
turn to debt or a third party to 

The market now appears 

being the point at which the 

last week’s shock decline.

2019.

Under The Bonnet 

and that is clearly proving to be 

Investors braced for potential dilutive equity 
fundraise from Sirius Minerals
Miner needs to find a solution to a large funding shortfall

Could we see the owner of Marmite move its headquarters to the Netherlands?



SCOTTISH MORTGAGE INVESTMENT TRUST

*Source: Morningstar, share price, total return as at 30.06.18. †Ongoing charges as at 31.03.18. Your call may be recorded for training or monitoring 
purposes.Scottish Mortgage Investment Trust PLC is available through the Baillie Gifford Investment Trust Share Plan and the Investment Trust 
ISA, which are managed by Baillie Gifford Savings Management Limited (BGSM). BGSM is an affiliate of Baillie Gifford & Co Limited, which is the 
manager and secretary of Scottish Mortgage Investment Trust PLC.

WANTED. DREAMERS, VISIONARIES  
AND REVOLUTIONARIES.

Scottish Mortgage Investment Trust  

 

 
 

Scottish Mortgage Investment Trust  
†

2014 2015 2016 2017 2018

Scottish Mortgage 28.9% 25.8% 4.9% 48.8% 33.4%

AIC Global Sector Average 15.8% 15.4% 3.5% 32.4% 17.8%

 
 

0800 917 2112  
www.scottishmortgageit.com

SCOTTISH MORTGAGE 

ENTERED THE  

FTSE 100 INDEX IN 

MARCH 2017.

Long-term investment partners
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Ailing department store  
shares plunged to fresh lows on media reports 

or perhaps worse.

investors’ key concern.

which include strengthening our balance sheet and 

maximise value for shareholders and protect other 

cut costs and create the opportunity to rethink the 

a downgrade on the £35m-to-£40m guidance 

With the early weeks of the new season having 

Share price decline 
implies Debenhams is  
at death’s door
Will the fading retailer survive to see Christmas?

are already seething at what they deem to be an 

possibility of bringing in £200m-plus from the sale 

and its landlords know that these will need to be 
addressed soon unless there is a marked upturn in 

7.6

12.2

7.5

11.8

6.4

11.1
Source: Shares, Debenhams’ annual report & accounts 2017



IMPORTANT INFORMATION
Any mention of a specific stock is not a recommendation to buy or sell. The views expressed are those of the fund manager at the time of writing and are subject to change without notice. They are not necessarily 
the views of Miton and do not constitute investment advice. Miton has used all reasonable efforts to ensure the accuracy of the information contained in the communication, however some information and statistical 
data has been obtained from external sources. Whilst Miton believes these sources to be reliable, Miton cannot guarantee the reliability, completeness or accuracy of the content or provide a warrantee. Investors 
should read the Trust’s product documentation before investing including, the PRIIPs Key Information Document (KID), the latest Annual Report and Accounts and the Alternative Investment Fund Managers Directive 
(AIFMD) Disclosure Document as they contain important information regarding the trust, including charges, tax and specific risk warnings and will form the basis of any investment. This financial promotion is issued 
by Miton, a trading name of Miton Trust Managers Limited. Miton Trust Managers Limited is authorised and regulated by the Financial Conduct Authority and is registered in England No. 220241 with its registered 
office at 6th Floor, Paternoster House, 65 St Paul’s Churchyard, London, EC4M 8AB.  MFP 18/263

Miton Global Opportunities plc
ADVERTORIAL

Over the past 3 years, Miton Global Opportunities (MIGO) has returned 78% by exploiting inefficiencies in the 
closed-ended sector. Looking forward, we are continuing to see structural shifts throwing up interesting and 

exciting opportunities, where we are able to buy £1 worth of assets on occasions for as little as 70p. Closed-
ended funds (generically known as Investment Trusts) are bought and sold on the stock market. This means that 
the price that an investor pays can differ dramatically from the value of the underlying assets, often at a discount. 

Discrete Performance

30/06/2017  
to 30/06/2018

30/06/2016  
to 30/06/2017 

30/06/2015  
to 30/06/2016

30/06/2014  
to 30/06/2015

30/06/2013  
to 30/06/2014

Miton Global Opportunities Plc 14.4% 49.6% 4.2% 3.7% 10.4%

IT Flexible Investment Sector 3.4% 22.1% 2.5% 5.4% 3.4%

Past performance is not a guide to future returns. Source: FE Analytics as at 30/06/2018 Retail units in Sterling, net income reinvested, bid to bid basis.

Historically, the dominant traditional owners of investment 
trusts have been private client stockbrokers buying on behalf 
of their clients. The rapid consolidation of these broking 
firms into a handful of major wealth management chains has 
effectively removed the traditional buyer of many investment 
trusts. This is because it is difficult to acquire sufficient shares 
to complete orders given the vast assets these firms now 
manage. This evaporation of demand has created an ideal 
hunting ground for MIGO. 

The nature of MIGO’s portfolio dictates that returns have come 
in fits and starts. Sometimes there are significant moves once 
some of our investments are noticed by the wider world. 
At other times it feels like we are watching paint dry as our 
holdings remain below the radar. The portfolio has seen little 
movement in recent months. Nevertheless, value has been 
building and the seeds of our next run are in place.

The rise in both the US dollar and US interest rates has 
applied pressure on emerging market company shares and 
bonds1. Many investors trade this asset class as a block, 
therefore, they fail to differentiate between the fundamentals 
of specific markets. Should a retail investor watch a negative 
report on events in Turkey or Argentina, they are most likely to 
sell a generic emerging markets exchange-traded fund2. When 
they do this, they will also be dumping shares from countries 
that are at an interesting stage of their development, such as 
India and Vietnam, where we are seeing opportunities arise as 
these markets have declined. 

Falling portfolio values combined with a widening discount 
is a powerful combination which quickly throws up value 
opportunities. We have been adding to our positions in 
Vietnam Opportunities Fund and India Capital Growth 
Fund. At the time of writing these trade on discounts to the 
share price3 of 23% and 16% respectively. India Capital 
Growth Fund was trading on a 6% discount earlier this year 
highlighting how the share price has fallen much further than 
the underlying assets. 

We believe that a significant proportion of market concerns 
are already priced into these investment trusts. Their potential 
is being overlooked. India has entered a period of structural 
change reducing the endemic bureaucracy and corruption 
which has blighted the economy. This process will benefit 
the formal sector allowing listed companies to take an 
ever-larger share of growth. This will enable Indian equities 

to generate much faster earnings growth than available in 
developed markets. 

Vietnam is also at an exciting stage of its development. 
Like India, the demographics are very favourable in 
comparison to those in the West with 57% of the population 
under the age of 35. In the past few years, Vietnam has been 
moving from mainly state-owned enterprises to privately 
owned. The country has also positioned itself as an exporter 
to neighbouring countries such as China, triggering strong 
economic growth which we anticipate continuing in the 
coming years. 

We have also added to Phoenix Spree Deutschland and 
Macau Property Opportunities Fund. We remain extremely 
bullish about the outlook for residential property in Berlin. 
Apartments remain cheap in comparison to most major 
European cities and the population of Germany’s capital 
continues to grow at a time when new supply is muted. 
Macau Property Opportunities trades on a significant discount 
despite the trust entering its realisation phase where the 
assets are being sold and cash being handed back to 
shareholders. The imminent opening of the Hong Kong to 
Macau bridge will stimulate the local economy driving property 
prices higher creating a perfect sellers’ market.

We have also bought Stenprop, which moved to London in 
June. Prior to obtaining its London listing its shares could still 
be bought in Johannesburg at a 20% discount despite offering 
an attractive yield4. It is refocusing its portfolio on UK mixed 
light industrial properties which are located in unfashionable 
locations such as Mytholmroyd and Huddersfield. Supply is 
contracting as urban sites are converted to housing whilst 
demand increases. A greater proportion of business is 
being conducted over the internet, which has removed the 
requirement for many businesses to locate so many of their 
operations close to their customers, allowing them to rent 
cheaper provincial space.

The diverse nature of the underlying investments means 
that MIGO is little correlated to wider markets. We find good 
assets trading at a discount where we see a catalyst for the 
value to be realised. Over the past six months we have been 
uncovering and adding to trusts where conditions are ripe 
for a narrowing of the discount to occur. We will now wait to 
unlock the hidden value.

RISKS
Forecasts are not 

reliable indicators of 
future returns.

The value of 
investments can fall 
as well as rise and 

investors may not get 
back the full amount 

invested.

Currency exchange 
rate fluctuations may, 

when not hedged, 
cause the value of your 
investments to increase 

or decrease.

Miton Global 
Opportunities plc 

may borrow money 
which can then be 

used to make further 
investments (gearing). 
In a rising market, this 
‘gearing’ can magnify 
the gains or losses on 

your investment.

DEFINITIONS
1Bond – A loan in the 

form of a security, either 
issued by a UK or 

overseas government 
(government bonds) or 
company (corporate 
bonds), which pays a 

fixed rate of interest over 
a given time period, at 
the end of which the 

initial amount borrowed 
is repaid.

2Exchange Traded 
Fund (ETF) – An 

exchange traded fund 
is a fund that tracks an 

index, a commodity or a 
basket of assets like an 
index fund. Most ETFs 
track an index, such as 

the FTSE All-Share.

3Discount/premium 
to share price – The 

discount/premium 
to share price is the 

difference between the 
share price and the 

underlying value of an 
investment trust. 

4Yield – The income 
return on an investment. 

Fund yields are a 
measure of income 
earned by the fund’s 

portfolio, net of the fund’s 
expenses. 

Bargain hunting in the investment 
trust sector

Seeking embedded value 
in alternative areas
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The benefits of its multi-billion dollar tie-up with Vantiv are now starting to be realised

Shares in gigantic payments 
group Worldpay are cheap 
versus its growth prospects

We think the earnings 

Worldpay (WPY) is not being 

 

reason to ignore the stock as  
 

WHAT DOES IT DO?

UPGRADED GUIDANCE

 

 

WORLDPAY  BUY 
(WPY) £74.42 
Stop loss: £59.54

Market value: £23.2bn

WORLDPAY FACTS AND FIGURES
2018E 2019E 2020E

Earnings per share

Net debt
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HOW DO THE COMPANIES 
SIT TOGETHER?

 

A RISK TO CONSIDER

$0.6Tn 

North America 
 
 

Europe 

$0.5Tn 
$1.4Tn 

Rest of World 

Source: Worldpay, eMarketer, McKinsey & Company
 

than $300B in addressable  

China 

$0.4Tn 

Global e-commerce payments is a $3Tr market, growing in mid-teens...

OUR VIEW ON THE 
INVESTMENT CASE

FEB APR JUN AUG
5000

5500

6000

6500

7000

7500

8000
WORLDPAY
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S Sopheon 
(SPE:AIM)

Great Idea

Expanding markets and more predictable revenue 
should take the stock higher

Keep buying Sopheon as 
its share price rally  
has further to run

 

 

EXPANDING AND MORE 
PREDICTABLE

 

 

 
300

400

500

600

700

800

900

1000

1100
SOPHEON

2017 2018

XXXX  BUY 
(xxx) xxxp 
Stop loss: xxp

Market value: xxx

SOPHEON  BUY 
(SPE:AIM) 930p 
Stop loss: 651p

Market value: £97m



F&C Investment Trust – pioneering 150 years ago, pioneering today. 

Whatever your investment goals contact us to help you achieve them. As with all investments, the value can go 

down as well as up and you may not get back your original investment.

To find out more:

  Call F&C Investments 0800 915 6016 quoting 18PFC/1 (weekdays, 8.30am – 5.30pm). Calls may be recorded.

  Contact your usual financial adviser

  Visit fcit150.co.uk, or search for ‘Foreign & Colonial’.

Please read our Key Features, Key Information Documents and Pre-sales cost disclosures before you invest.  

These can be found at fandc.co.uk/literature.

F&C Investment Trust – the world’s oldest collective investment fund.

© 2018 BMO Global Asset Management. All rights reserved. Issued and approved by BMO Global Asset Management, a trading name of F&C Management Limited, which is authorised and regulated by the Financial 
Conduct Authority. CM15222 (05/18) UK.

Demystifying 
investments 
for 150 years
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ALTHOUGH OUR ‘BUY’
Team17 (TM17:AIM) 

 

Overcooked Worms
 

Yoku’s Island Express

 

Melrose Industries’ 
(MRO) 

 

MELROSE INDUSTRIES 
(MRO) 216p

TEAM17 
(TM17:AIM) 230p

Loss to date: 1.1%  
Original entry point:   
Buy at 218.5p, 26 July 2018

Loss to date: 8%  
Original entry point:   
Buy at 250p, 5 July 2018

SHARES SAYS: 
It is very early days with GKN and we remain firmly 
behind the Melrose investment story. (SF)

SHARES SAYS: 
Given the momentum in Team17’s chosen indie 
games market and a building cash position, we’re 
keeping the faith at 230p. (JC)

MAY JUN JUL AUG SEP
210
220
230
240
250
260
270
280
290 TEAM 17

195
200
205
210
215
220
225
230
235
240
245
250 MELROSE INDUSTRIES

2017 2018



www.sharesmagazine.co.uk/campaign/fi nancial-tools-fts17

Only SHARES magazine 
subscribers benefi t 
from an investment 
toolkit that gives them 
the edge and helps 
them make the very 
best investing decisions.

• Live share prices
• Customisable live watch list
• Portfolio manager
• Fund selector and prices
• Intraday and historic charts
• Latest broker forecasts with 

alerts
• Latest director deals with alerts
• Fundamentals and investor tools
• Online discussion forum
• Priority booking for investor 

events
• Educational and company videos
• …and of course, the weekly 

digital Shares magazine with the 
latest news and views from the 
Shares experts

* The £1 for 1 month and then £12 a month offer is only available to new subscribers. Your fi rst payment will be £1 and thereafter subscriptions will automatically continued, billed at £12 per 

month unless cancelled. Subscriptions can be cancelled at any time by calling 020 7378 4424 between 8am - 4.30pm on Monday to Friday. No refunds are offered during the cancellations 

period but all outstanding issues and services will be fulfi lled. For enquires contact us at support@sharesmagazine.co.uk

 

NEW SUBSCRIBER OFFER 

Try Shares today for just £1 for the fi rst month, and then just £12 a month.

Try SHARES today for 
just £1 for the fi rst 

month, and then just  
£12 a month.

Smash an
ACE!
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Ideagen (IDEA:AIM) 

the

 

JD Sports Fashion (JD.) 

JD

JD SPORTS FASHION 
(JD.) 490.9p

IDEAGEN 
(IDEA:AIM) 147.5p

Gain to date: 8.8%  
Original entry point:   
Buy at 451.3p, 12 July 2018

Gain to date: 20.4%  
Original entry point:   
Buy at 122.5p, 17 May 2018

SHARES SAYS: 
A now largely proven quality business, investors 
should stick with the stock for further share price 
upside. (SF)

SHARES SAYS: 
We’re really happy with the share price progress and 
highligh JD Sports’ qualities and overseas growth 
potential. (JC)

70
80
90

100
110
120
130
140
150
160 IDEAGEN

2017 2018

300

350

400

450

500

550 JD SPORTS FASHION

2017 2018



THERE IS 
STRENGTH 
IN NUMBERS
FAMOUS PROVERB

To fi nd out more 
visit witan.com

Issued and approved by Witan Investment Services Limited. Witan Investment Services Limited is registered in 
England no. 5272533 of 14 Queen Anne’s Gate, London SW1H 9AA. Witan Investment Services Limited provides 

investment products and services and is authorised and regulated by the Financial Conduct Authority. 

Witan – the active multi-managed 
global investment trust

Witan Investment Trust uses a multi-manager approach. By carefully 
selecting fund managers to run different parts of the portfolio, we 
can play to their individual strengths and avoid undue reliance on 
a single manager. This method has served our shareholders well, 
and the multi-manager strategy has continued to evolve. If you 
seek capital growth and a growing real income from global equity 
investments, we can help realise your financial ambitions.

Witan Investment Trust plc is an equity investment. The value of 
an investment and the income from it can fall as well as rise as a 
result of currency and market fluctuations and you may not get 
back the amount originally invested.



20  |  SHARES  |  13 September 2018

As the UK prepares to leave the EU on  
29 March 2019 at 11pm, there are many 

 

 

 
 

BREXIT

6 MONTHS TO D-DAY
HOW COULD A NO-DEAL IMPACT INVESTORS?
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SOFT BREXIT
 
 

 

 

 

 

 

 

UNDERSTANDING THE DIFFERENT SCENARIOS

 

2016 2017 2018
1.20

1.25

1.30

1.35

1.40

1.45

1.50
THE POUND VERSUS THE US DOLLAR SINCE THE BREXIT VOTE IN 2016
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Rolls-Royce (RR.)

 
 

 

 

  

2016 2017 2018
0

0.50

1.00

1.50

2.00

2.50

3.00

3.50
UK CPI INFLATION ANNUAL PERCENTAGE CHANGE
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UK GDP: quarter on quarter growth

%
0.75

0.5

0.25

0

OTHER POINTS TO CONSIDER
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EasyJet (EZJ)

 

 

 

“
Small companies 

are concerned with 
recruiting. Without 

the free movement of 
people, this limits  
the potential pool  

of talent available to  
UK nationals

“

nals
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“ “

 
 

 

 
 

 
 

 

 

 

 

A trade war between 
the US and China has 

far more repercussions 
for the global economy 

than a member of 
an economic block 

leaving after its citizens 
voted to do so in a 

democratic process
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Helping you with personal finance issues

Important points to consider around credit cards, investments and online shopping

What does a no-deal Brexit 
mean for your pensions 
and personal spending?

The Government has 

on how to overcome the 

HIGHER CARD CHARGES

higher debit and credit card 

abroad.

that to use certain credit or debit 
cards charges would cost them 
an extra £5 or £10.

Government warns that in a 

leaving retailers able to charge 

PENSIONERS ABROAD
The biggest warning in the 

 

Much of the 
information in  

the technical papers 
raised potential 

issues, but provided 
few solutions on 

how to overcome the 
problems raised

“
MuM

”
isedised
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Helping you with personal finance issues

This includes the insurance 

 

their commitments to their 

HIGHER COSTS OF  
ONLINE SHOPPING

Brexit the Government warns  
 
 

 

item. The idea is that the amount 

those who do minimal business 

the costs to those consumers 

cut the costs involved.

Laura Suter,  

HIGHER COSTS 
OF ONLINE 
SHOPPING

Extra tax charges 
for Brits buying 

items from 
EU retailers 

Using a UK bank card while in Europe
would take longer and be more costly 

the right permissions to 
operate in EU countries. 

This includes the insurance 
companies which pay out 

an annuity or pension 

HIGHER CARD CHARGES

PENSIONERS 
ABROAD

123456



ADVERTORIAL FEATURE

One advantage of contrarian investing is that the out-of-
favour stocks we look for often offer higher-than-average 
dividend yields. But we never consider a high yield an 
attraction in its own right.

All that glitters is not gold – and an enticing dividend is worth 
little if it can’t be sustained. That’s why we look for companies 
with a yield that is both attractive and sustainable over 
the long-term. As part of a ‘belt and braces’ approach we 
often look for a reliable dividend to provide us with a return 
while we wait for our investment thesis to play out. As we 
typically invest in companies where major change is planned 
or already afoot, this can be crucial. Executing an effective 
turnaround can require time and patience and we want to 
be sure that the company has the wherewithal to maintain 
shareholder payouts through potentially turbulent times.

Being paid for our patience
If our research shows that the dividend is sustainable, then we 

can afford to be patient – secure in the knowledge that we are being 
paid to wait. That’s an ideal situation for us: a strong dividend yield 
that gives us a consistent and attractive level of income while we 
await the return of health to the business – and hence its share price.

We value dividends not only because they boost portfolio 
returns, but also because we understand the importance of regular 
income to our investors.
Making income more predictable

We announced a step-change increase in our dividend in 
December 2017. This boosted the regular dividend by 48%, the 
total dividend increased by 11%. As our investment style tends to 
generate an above-average dividend income, compared with global 
equities, we have rewarded our shareholders with a higher and more 
predictable income stream than previously. Also, we have moved 
from semi-annual to quarterly dividend payments. This provides a 
more regular income to our shareholders. Of course, it should be 
remembered that dividend income is not guaranteed and can go 
down as well as up.
Thirty-four not out

Another key objective is to achieve dividend growth ahead of 
UK inflation. We have increased our net dividend in each of the last 
34 years and the net dividend has been increased or maintained 
since at least the Second World War. Just as with our portfolio of 
investments, the sustainability of our own dividend is important to 
us and this is helped by revenue reserves of more than three times 
the regular dividend. This provides a strong foundation, so were the 

THE IMPORTANCE  
OF INCOME 

RISK WARNING
Please remember that past performance may not be repeated and is not a guide for future performance. The value of shares and the income from them can 
go down as well as up as a result of market and currency fluctuations. You may not get back the amount you invest. The Scottish Investment Trust PLC has 
a long-term policy of borrowing money to invest in equities in the expectation that this will improve returns for shareholders. However, should markets fall 
these borrowings would magnify any losses on these investments. This may mean you get back nothing at all. Investment trusts are listed on the London Stock 
Exchange and are not authorised or regulated by the Financial Conduct Authority. Please note that SIT Savings Ltd is not authorised to provide advice to 
individual investors and nothing in this article should be considered to be or relied upon as constituting investment advice. If you are unsure about the suitability 
of an investment, you should contact your financial advisor. Issued and approved by SIT Savings Ltd, registered in Scotland No: SC91859, registered office:  
6 Albyn Place, Edinburgh, EH2 4NL. Authorised and regulated by the Financial Conduct Authority.
Telephone: 0131 225 7781 | Email: info@thescottish.co.uk | Website: www.thescottish.co.uk

High conviction, global contrarian investors

For more information visit 
www.thescottish.co.uk 

or follow 
� @ScotInvTrust

� � The Scottish Investment Trust PLC

portfolio to experience a temporary shortfall in income the company 
would still be able to maintain its dividend policy.
Drip, drip

Finally, it is always worth emphasising the potential impact of 
reinvesting dividends. Dividends form a large part of total returns 
and this is especially true when the income is reinvested. Certificated 
shareholders can take advantage of our Dividend Reinvestment 
Programme (DRIP), allowing them to harness the power of 
compounding and potentially enhance returns significantly over the 
long-term. As at the end of July 2018, an investment in The Scottish 
Investment Trust would have returned 3 times its value over the last 
20 years. With dividends reinvested, this would have increased to 
3.7 times the original investment – an uplift of 25%. This underscores 
the importance of income – and shows how a steady drip of dividends 
can swell to a sizeable flow. ■
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L aunched in 1891, City of 
London Investment Trust 
(CTY) has become one of 

the most popular investment 
trusts with investors seeking to 

advisers or wealth managers.
It is easy to see why the trust 

appeals to so many investors, 
in Shares’ view. City of London 
currently yields 4.4%, based on 
the past year’s dividend payout, 

cash in the bank at present. 
Furthermore, the trust has raised 
its dividend for 51 years in a 
row, so investors are enjoying a 
growing income stream.

To put that into context, the 
dividend yield is more than 
double the current best-buy one-

being ICICI Bank UK’s product 
with a 2.02% interest rate.

However, investors should 
always appreciate that 
investment trusts – and even 
individual company shares – 

when we are valuing shares.
‘We take a long term view,’ 

we’re looking for companies that 

grow the dividend but also to 
spend on capital expenditure to 
grow the business.’

The investment trust has a bias 
 

but investors also get exposure 
to a healthy sprinkling of  
mid-caps and overseas 

over in the hot seat and helped 
drive a stellar performance.

aren’t obliged to keep paying 
dividends and they can cut 
or cancel payments at their         

THE INVESTMENT APPROACH
‘City of London’s investment style 
is value and income,’ explains 

‘Value, because share price 

And income, because we look at 

We explore why this investment trust is so popular among investors managing their 
own portfolios

City of London: 4.4% yield 
offers twice the return of 
best-buy cash accounts

CITY OF LONDON: ANNUALISED TOTAL RETURN
3 years 5 years 10 years

Share price 8.0% 7.0% 10.4%
Net asset value 8.2% 7.1% 9.6%
FTSE All-Share 10.4% 6.7% 8.0%

Source: Morningstar, data to 7 September 2018
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low interest rate compared 

remember’.
He points out that 10-year gilt 

compared to the very low 
interest rates that are available  
in UK government bonds or in 
bank deposit accounts.’

MAJOR HOLDINGS

yield names including Royal 
Dutch Shell (RDSB) and BP (BP.) 
and lower yielders including 
publisher RELX (REL) and 
alcoholic beverages behemoth 
Diageo (DGE).

‘but I do like my stocks to pay a 
dividend and almost all of our 
stocks have a yield of 2% or 
more. And I believe in running 
my winners,’ an exemplar being 
precision engineer Renishaw 
(RSW) which he describes as 

being an incredibly strong stock 

It shouldn’t come as a 
surprise that City of London’s 
performance has been lacklustre 

contrast, City of London’s net 
asset value dipped by 0.7% 

the market.

Investors shouldn’t panic 
about such a short performance 
period. City of London’s longer 
term track record is far more 
impressive.

delivered 10.4% annualised total 
return (share price gain plus 
dividends) versus 8% from the 

always appreciate that no 
investment trust is guaranteed  
to achieve the same level of 
success in the future as it has 
done in the past.

PORTFOLIO MOVEMENTS
‘Diageo is a long term holding 
and it has been a great stock for 

the Johnnie Walker whisky-to-
Tanqueray gin producer as ‘one 
of our best companies in Britain, 

and strong in America and 
emerging markets.’

In June this year, City of 
London purchased a debut stake 
in Carnival (CCL), the world’s 
largest cruise company.

‘We’ve never held Carnival 
before; cruising is a very 

area where it’s quite hard to see 
how they would be disrupted by 

‘Cruising has quite a good 
demographic – it has been 
favoured by the ageing 

Carnival does have brands for 
younger passengers as well. 
Carnival seems to be delivering 

there was a setback in the oil 
price, that would be quite a good 

quite a good hedge against (oil 

Another new holding is wealth 
manager St. James’s Place (STJ). 

and is very much the leader 

fast-growing assets under 
management.

and has put shareholders’ 

in  and Land 
. ‘Both are 

trading on discounts because 

to me.’ (JC)

CITY OF LONDON:
TOP TEN HOLDINGS

6.6%
4.5%

Diageo
Unilever

2.9%
2.9%

Lloyds Banking 2.6%
2.4%

Source: Janus Henderson Investors, as of 31 July 2018

“
Carnival seems to be 

delivering on its profits 
and growth

“
wthwth



INVESTMENT TRUSTS FOR GROWTH
Whatever your ultimate investment goals if you are looking to grow your portfolio then 
investing in investment trusts can offer many benefits. In some investors’ minds investment 
trusts are solely synonymous with income, but there are many trusts that have a growth 
mandate, or a combination of growth with income.

There are lots of different ways that investments trusts invest to generate their 
growth. They can be used to get exposure to different markets and asset classes 
and understanding where and how they put their money to use can help you better 
understand which investment trusts are right for you.

Come to the free Investment Trusts for Growth event to hear insights from leading fund 
managers on how the investment trusts they are responsible for achieve growth, get your 
chance to ask the questions that matter to you and network with your fellow investors.

Baillie Gifford UK Growth Fund
The Trust aims to maximise capital growth over the long-term from with the majority of assets 
held in a ‘best ideas’ portfolio of approximately 40 UK listed equities.

Henderson Alternative Strategies Trust
Benchmarked against the FTSE World Total Return index using a multi asset approach the 
Trust aims to exploit global opportunities not normally accessible in one investment vehicle.

Lowland Investment Company
With an objective of delivering a combination of income and growth the Lowland 
Investment Company’s portfolio is predominantly UK focussed and includes a blend of 
large, medium and smaller companies. 

Fundsmith Emerging Equities Trust
Using the same strategy as the Fundsmith Equity Fund the Fundsmith Emerging Equities 
Trust  invests in companies that have their operations, or revenue derived from, developing 
economies.

Fidelity Special Values Trust
An actively managed contrarian trust, with a UK focus, that invests in what it believes to be 
undervalued stocks with growth potential.

Click on this page for full details and to register for your complimentary ticket.

30OCT
2018

etc.venues - St Paul’s
200 Aldersgate

London
EC1A 4HD

EVENT CHAIR

WIN A HAMPER

Daniel Coatsworth
Editor 

Shares Magazine

Sponsored by

Attend the event on 30 
October 2018 and you will be 

entered into a prize draw to win 
a Fortnum & Mason Wayfarer 

Hamper worth £150 which 
will be presented on the night 
(Terms and Conditions apply)

Registrations 18:00
Presentations start at 18:30 
Complimentary drinks and buffet 
available after the presentations

Lisa Frankel
lisa.frankel@sharesmgazine.co.uk 
020 7378 4406

Event details Registration contact
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A

Barclays (BARC) Lloyds 
(LLOY)

Royal Bank of 
Scotland (RBS) Standard 
Chartered (STAN) 

BACK TO BANKING

THE LINK WITH RATES

We look at the products to play a stronger backdrop for banks and insurers.

Could financial funds 
benefit as interest rates rise?
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ACTIVE FUND PICKS

Polar Capital Global Insurance 
(B530JS2)

Financials (B58D9P3)
Janus 

Henderson Global Financials 
(3191923)

Fidelity Global 
Financial Services (BJVDYZ3)

Polar Capital Global 
Financials (PCFT) 

A PASSIVE APPROACH

PERFORMANCE OF A SELECTION OF FINANCIALS FUNDS

FUND 1y return (%) 3yr return (%) 5yr return (%)

Lyxor UCITS ETF MSCI World Financials 
Fidelity Global Financial Services
Janus Henderson Global Financials
Polar Capital Global Financials Trust
Polar Capital Global Insurance

Source: FE. Performance values rebased to pound sterling. 

“
Banking is and 

should be the most 
simple business in 

the world: you lend 
money at one rate, 

you pay depositors 
another and you 
earn the margin 
between the two

“

e twoe two
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Lxyor MSCI World Financials 
ETF (FINW)

2018 ESTIMATED PRICE/EARNINGS AND DIVIDENDS
FOR THE BIG FIVE UK QUOTED BANKS

BANK Price/earnings (P/E) Price/book Dividend yield Dividend cover
HSBC
Lloyds
Royal Bank of Scotland
Standard Chartered
Barclays 

Source: FE
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ARE YOU
MISSING
OUT?

• BREAKING NEWS  •   A DAILY MARKET REPORT

• COMMENT ON THE BIGGEST SHARE PRICE MOVERS

• EDUCATIONAL MATERIAL TO HELP YOU BECOME A BETTER INVESTOR

WE PUBLISH NEWS AND FEATURES ON OUR 
WEBSITE IN ADDITION TO CONTENT THAT 
APPEARS IN THE WEEKLY DIGITAL MAGAZINE.

WWW.SHARESMAGAZINE.CO.UK/NEWS/SHARES

This content is FREE to read and will help you stay up to date on the latest stock 
market news and events relevant to investing.



But it could be. From space travel, to 
property, to Emerging Markets, the 
AJ Bell Global Growth fund makes 
investing for growth easy. 

With a 0.5% capped annual charge and 
no custody charge until January 2019, 
the costs aren’t out of this world either. 

youinvest.co.uk/future

We don’t offer advice about the suitability of 
our products or any investments held within 
them, if you require fi nancial advice you 
should consult a suitably qualifi ed fi nancial 
adviser. The value of investments can go 
down as well as up and you may get back 
less than you originally invested.

Investing in the 
future needn’t be 
rocket science
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Insightful commentary on market issues

September is going to be an 
important month for those investors 
who have exposure to Japan.

First, the Bank of Japan (BoJ) is 
scheduled to provide its latest monetary 
policy decision on 19 September. 
Although Governor Haruhiko Kuroda 

market for Japanese government bonds to its will.

a triennial contest for the leadership of the ruling 
 

 
 

of his targeted reforms.

LEADERSHIP FIGHT
Nothing can be taken for granted in Japanese 

but Prime Minister Abe is expected to prevail in 
the LDP leadership poll, barring some grievous 

not least because leading malcontents defected 

opponent is former Defence Minister 

the LDP leadership in 2012 so he does 
not look overly threatening especially as 
former Foreign Minister Fumio Kishida’s 
decision to support the PM looks to 

the party ranks.

colleagues like what they see, every bit  

landslide win in 2012 in local currency terms (it is 

which comprises:
• 
• 

companies interact with investors, an area of 

scope for further advances in return on equity 

• 
Bank of Japan comes in

POLICY POSER

monetary policy for two decades and more. But 
it has been taken to a new level by Governor 
Haruhiko Kuroda.

Since October 2014, the BoJ has been buying 
¥80tr a year in Government bonds, real estate 

By Russ Mould, 
investment  

director, AJ Bell

Monetary policy update and 
leadership contest top the 
agenda

Why September 
is an important 
month for Japan 
(if not the world)
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Insightful commentary on market issues

scheme in 2009.

break out above the central bank’s intended 

authority.

either because it wants to, or because it has to     
do so.

JAPANESE BENCHMARK BOND YIELDS ARE 
CREEPING HIGHER

BANK OF JAPAN BALANCE SHEET CONTINUES 
TO EXPAND THANKS TO ITS QQE SCHEME

GROWTH IN GLOBAL CENTRAL BANK ASSETS 

the Americans stopped.

all cratered.

of cheap cash will start to dry up, especially as 

global share prices.

So while the BoJ is not expected to make any 

to check any subtle changes in Governor Kuroda’s 
scripts, whether they have direct exposure to 
Japan or not.

Source: Thomson Reuters Datastream

Source: Bank of Japan; FRED – St. Louis Federal 
Reserve database; Thomson Reuters Datastream

Source: Bank of England; Bank of Japan; FRED – St. Louis 

Reuters Datastream; US Federal Reserve
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You can’t always get what you want with certain stocks and funds

Understanding liquidity and 
why it matters to buying and 
selling investments

L iquidity is one of those 
investment words 
which sounds rather too 

vague and complex to really 
worry about. Yet liquidity can 
determine whether you make a 

and, crucially, whether or not 
you can get your hands on your 
money when you want it.

In plain English, liquidity is 
about being able to buy or sell 
an investment when you want, 
in the amount you want, at the 
price you want.

If an investment is deemed 
to be illiquid it could mean you 
aren’t able to put your money 
into it when you would like or, 
perhaps more importantly, get 
your money out.

Why does this happen? 
Because there are not always 
the same number of buyers and 
sellers in the market.

SUPPLY AND DEMAND ISSUES
Think of it like going into the 
supermarket to buy three loaves 

one for sale. There’s nothing 
you can do about it, you just 

available. On the other side of 
the trade, it’s like having an item 
to sell that no one wants.

are more prone to illiquidity 
than others and it’s an important 

is that the price can change while 

could end up paying more than 
you want to buy or selling for less 
than you had hoped.

THE PERILS OF LIQUIDITY
Russ Mould, investment director 
at AJ Bell, says: ‘There will 
(nearly) always be a trade to be 
done but in a panic, it may be at 
a price that is a lot lower than 
you want. Liquidity is never there 
when you really need it, so you 
should never depend on it.

‘This is why it’s best to invest 
in things for the long-term 
and because you believe they 
are fundamentally strong and 

because you think shares will go 
up and you can quickly sell them 
to someone else.’

where to allocate your money.
Smaller companies, for 

example, tend to have fewer 
people trading their shares, 

businesses. That means when 
you want to buy or sell some of 
the stock it could take longer to 

side of the trade than, say, a  
FTSE 100 company.

“
There will (nearly) 

always be a trade 
to be done but in a 
panic, it may be at 
a price that is a lot 

lower than you want

“

u wantu want
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Property is a prime example 
of an illiquid asset – while a 
company share might take a few 

take months or even years to sell.
The consequences of this 

the EU referendum in 2016 
when property funds suspended 

from buying or selling units in 
various funds.

Fund managers were worried 
that so many people would try 
and sell units in property funds 
that they would be forced into 

For this reason, investment 

less risky way to access illiquid 
investments. While their share 
price may fall, they won’t 
suspend trading and a manager 
won’t be forced to sell their 
assets because there are a set 
number of shares in issue, unlike 
funds where units are created 
and disposed of depending          
on demand.

some companies whose shares 
hardly ever trade, so you have 

it will take longer to get out of 

balance those risks by having a 

‘In the most extreme cases, it 
can take several months to buy 
or sell shares. We are ok with 
that because we are long-term 
investors and know that we 
also have investments we can 
liquidate within a couple of days 
if we need to.’

OTHER ISSUES TO CONSIDER 
WITH LLIQUIDITY 
Williams says illiquidity can also 
be your friend. He explains that 

prove more resilient when there 
is a market shock precisely 

whereas it is very easy to trade 
large-cap stocks so investors can 
easily dump these shares.

about in the context of not being 

it can also stop you accessing 
an asset if it is in demand and 
there is a lack of sellers. In this 
instance investors may have to 
wait to invest or be forced to pay 
a premium for the asset.

A recent example of this 

investment trusts, many of 
which have traded at double-
digit premiums in recent years 
because investors have been 

income they pay. Other illiquid 
asset classes which have been 
popular in recent years include 
private equity and specialist 
assets such as renewable      
energy. (HB)

In the property turmoil, for 
example, property investment 

investors may have had to endure 
a share price plummet but they 
could sell if they wanted to.

THE FUND MANAGER’S VIEW
As fund manager of Miton 
UK MicroCap Trust (MINI), 
Gervais Williams is well versed 
with the challenges of liquidity. 
His investment trust focuses 
on businesses with a market 

(to put that into context, the 
market cap of companies on the 
FTSE 100 ranges from Rightmove 
(RMV) Royal Dutch 
Shell (RDSB)

smaller end of the market brings 
illiquidity risk, Williams invests in 
a greater number of companies 
than other funds might typically 
hold, with at least 100 stocks in 

several weeks to complete a  
‘sell’ order.

‘Liquidity is always a 
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EDUCATION

Investors buy shares in the 

 
earning a 10% return in six 

There is no right or wrong 

Using absolute share price 

6.5% to £11.25, not huge but 

DIFFERENT STROKES,  
DIFFERENT FOLKS

establishing a share price target, 

This is where a share price 

about their value. But they can 

 
can coalesce.

A share price target can be 

they typically signal what 

IMI 
(IMI) 

Having a medium-term goal for a stock can act as a focal point for your 
investment process

Create your own simple 
share price target
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EDUCATION

We now show you how 
to set your own share price 

 

earnings it is not unreasonable to 

next two years.

As the table shows, the  

year three.

 

to recalculate your share price 

READING BETWEEN THE LINES

share price target.

Gamma 
 

 is another 

CURRENT FORWARD FORWARD FORWARD 

EPS 10p 11.5p 15.2p

Share price* 150p 228p
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The loan company recently joined the stock market and has a fairly cheap rating

Amigo Loans distances 
itself from Wonga in bid 
to gain investor interest

The summer stock market 
Amigo (AMGO) 

brought the UK’s best 
known guarantor loan company 
to the London Stock Exchange 

companies in the sub-prime 
lending sector, notably Wonga, it 

this bracket, including Amigo, can 
be tarred with the same brush?

 

dismiss comparisons with  
payday lenders like Wonga, who 

to Wonga and there’s no read 
across to what’s happening to 

Wonga was rocked by a series 

Amigo argues it does not have 
these problems as it targets a 

WHO IS ITS TARGET 
CUSTOMER?
Described as a non-standard 

or APR is the middle ground 
between mainstream lenders and 

prime borrowers in the past but 

company and want to help 
rebuild credit scores and we don’t 

market according to a review by 
the Financial Conduct Authority 

under regulatory pressure and 

POLITICAL RISKS

desire to help people rebuild 

are allowed to charge since 

maximum a short term lender 

The company works by giving 

is that they need someone with a 

These guarantors will typically be 

is another reason people use 

people to consolidate more 

Amigo also caps the interest it 

trouble they don’t get sucked into 
a spiralling debt vortex, the so-

company’s customers have been 
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their credit and ergo no longer 
need his company’s services, 
it should remembered that 

Stella Creasy has been a 

The Sun by 

loans, so has two people to 

engage Creasy in dialogue but 

it may have inadvertently have 

One reason that Amigo has 

the guarantor loan market, 

But being a well known name 
clearly has its downsides as 

CASH MACHINE

recently, the company increased 

the Amigo loan; this has proven 

member Amigo’s borrowers 
don’t want to let guarantors 
down by not paying back             

create a high barrier to entry to 

While some companies have 

loan products, given that Amigo 

A look at the company’s 
shareholder register suggests 

Names include Investec Asset 

Investment Management and 

JPMorgan Cavenove, this 

THE AMIGO CIRCLE OF LENDING

“
Amigo lets friends 

guarantee loans, so it has 
two people to chase if 

the debt goes bad

“

es bades bad
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London
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COMPANIES PRESENTING

PLUS MORE TO BE ANNOUNCED

MERCIA TECHNOLOGIES (MERC)
Dr. Mark Payton, CEO 

Mercia Technologies is a national investment group 
focused on the funding and scaling of innovative 
businesses with high growth potential from the UK 
regions. Initially this is through Mercia’s managed 

funds and then selectively scaling businesses through 
its own balance sheet capital.

ALLERGY THERAPEUTICS (AIM:AGY)
Nick Wykeman, FD

Allergy Therapeutics is a fully integrated commercial 
biotechnology company specialising in allergy 

vaccines.A market leading, pioneering immunology 
business with specialist experience in the research 

and development of allergy treatments.

Registration 18:00
Presentations to start at 18:30 
Complimentary drinks and buffet 
available after the presentations

Event details

Chris Williams, Spotlight Manager 
chris.williams@sharesmagazine.co.uk 

020 7378 4402

Contact

REGISTER TODAY FOR NEW INVESTMENT IDEAS

Register free now  
www.sharesmagazine.co.uk/events

Are you looking for new companies to invest in? 
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During the event and afterwards over drinks,  investors will have 
the chance to: 
• Discover new  investment  opportunities
• Get to know  the companies better
• Talk with  the company  directors and other investors
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7
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(LAND)

30
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34
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39
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RELX (REL) 30
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Rightmove (RMV) 39

Rolls-Royce (RR.) 22
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30, 
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Amigo (AMGO) 42

Ashmore (ASHM) 24

Barclays (BARC) 32

BP (BP.) 30

British Land (BLND) 30

Carnival (CCL) 30
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2

City of London 
Investment Trust (CTY)

29

Debenhams (DEB) 10

Diageo (DGE) 30

Domino’s Pizza (DOM) 2

EasyJet (EZJ) 24

Fidelity Global 
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33
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Opportunities Fund 
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2

Gamma 
Communications 
(GAMA:AIM)

41

HSBC (HSBA) 24

KEY
ANNOUNCEMENTS

OVER THE NEXT
SEVEN DAYS

Final Results
14 Sep: JD Wetherspoon. 17 Sep: Finsbury Food,  

MJ Gleeson. 20 Sep: Kier, Inland Homes.

Half Year Results
18 Sep: Keywords Studios, Spire Healthcare.  

19 Sep: Kingfisher, Alliance Pharma.  

20 Sep: French Connection.

Trading Statements
4 Sep: Investec. 17 Sep: Dairy Crest. 18 Sep: Ocado. 

19 Sep: Babcock. 20 Sep: IG.
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