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What are
investment trusts?

I

nvestment trusts are an investor’s best friend.
You can buy a single product and gain access
to a wide range of assets, thereby providing
diversification to an investment portfolio. They
take the hassle out of buying and managing a lot of
individual company shares, bonds or other asset
classes.
If you’ve never bought one before, think of them
as being the premium box of ‘biscuits for cheese’ in
the supermarket or the drill bit sets you might buy in
a DIY shop. You get a wide range of tasty food or the
tools to help you achieve a lot of different jobs.
From an investment perspective, a single
investment trust has the potential to fill your
portfolio with companies in a certain sector,
geography, size or even ones that pay regular
dividends. You can also use them to access harder
to reach areas like companies that don’t trade
on the stock market, infrastructure projects and
commercial property.

Sit back and relax

Most investment trusts are actively managed
products. This means you have a fund manager
who is constantly looking for opportunities in
the market as well as reassessing the underlying
holdings already in the investment trust. They do

the hard work while you get on with your everyday
life. You have to pay ongoing fees for this service
but this typically is 1.5% or less of the value of your
investment trust each year.
The exact figure varies from product to product.
‘The average ongoing charge is 1.33% and 1.50%
including performance fees on an arithmetic
average. However, the Global Sector average
ongoing charge is 0.87% and 1% including
performance fee, for example,’ says the Association
of Investment Companies.
‘When you look at the individual companies,
Independent Investment Trust has an ongoing
charge of 0.32%, Law Debenture Corporation
0.45%, Scottish Mortgage 0.48%, Bankers 0.53%.
The sector with the highest charges (excluding
VCTs) is Property Direct Europe which has an
ongoing charge of 2.87%.’

Where to buy

You can buy and sell investment trusts in exactly
the same way as individual company shares via
a stockbroker, DIY investment platform or some
directly from the fund manager. They trade on the
London Stock Exchange and you have real-time
pricing, again just like stocks and shares.
They can be held in an ISA, SIPP (self-invested
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Emerging cities. Emerging wealth. Emerging opportunities.

personal pension) or in a dealing account. You are
unlikely to get two different versions of an investment
trust that either pay dividends or automatically
reinvest the income, such as is the case with unit
trusts and OEICS under the banner of ‘inc’ or
‘acc’. Instead, most investment trusts will pay any
dividends and it is up to you whether to reinvest the
money yourself or not.
Many stockbrokers or DIY investment platforms
will let you reinvest for a reduced trading fee,
typically £1.50. If you only get a small amount of cash
from dividends, it can be worth waiting for the cash
to build up before reinvesting to avoid the fees eating
into your returns.
For example, if you get £30 in dividends from an
investment trust, the £1.50 reinvestment fee would
equate to 5% immediate loss once you factor in the
money you have to give to your investment platform
provider.
But if you wait until the following £30 dividend
payment, you would have amassed £60 to reinvest so
the fee halves as a percentage of your reinvestment
cash to 2.5%. Ideally you would want to have four
times more cash again (£240) to really make the fees
become less of a concern.

Price opportunity

Rather than being inextricably linked to the value of
the underlying portfolio, share prices of investment
trusts are driven by the market.
If demand is high, the shares may trade at a
premium to their net asset value. This premium rating
can be a reflection of top quality fund management if
the person running the fund has made investors lots
of money in the past.
Trusts can also trade at a discount to net asset value.
While this quirk can create an element of volatility,
it means there is an opportunity for value-hungry
investors. Since many investment trusts trade at a
discount to the value of their underlying assets, you
can in theory pay 90p for a share worth £1.
In order to realise this value, the discount has to
narrow from the level at which you buy but there is a
risk it could widen further.
Investment trust boards are aware of the negative
impression big discounts can create and frequently

A SELECTION OF INVESTMENT TRUST THEMES*
Global, Europe, Asia Pacific, Japan, North America,
Latin America, UK
Property, Biotechnology, Healthcare, Media,
Technology
Infrastructure, Debt, Forestry & Timber, Leasing,
Litigation
Large Companies, Smaller Companies, Unquoted
Companies, Income-Paying Companies
*Guided by AIC Sector classifications

carry out share buybacks in order to narrow or
maintain discounts to net asset value.

How to choose

Picking investment trusts is not too complicated.
First, you need to establish your risk appetite and
time horizon.
If you are investing for a specific goal such as
university fees that need to be paid within the next
five to seven years, you don’t want to put all your
money in a highly volatile fund that invests in mining
companies, for example. That path could lead to you
having less money than you invested at the end of the
five to seven year period if commodity prices were
depressed at the time.
You may wish instead to find a more conservative
investment trust that has stakes in solid, reliable
companies. The potential returns may be smaller
than a racier mining-linked trust, but the risks will
also be lower.
AJ Bell Youinvest’s website lets you search for
investment trusts based on different criteria such as
whether you want a fund owning the big companies
from around the world, just UK equities or a specific
country focus. The relevant web link is https://www.
youinvest.co.uk/research-tools/quickrank/it
DISCLOSURE: Daniel Coatsworth, who helped to write and edit
this supplement, owns shares in Scottish Mortgage Investment
Trust
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HOW DO INVESTMENT TRUSTS DIFFER TO OTHER FUNDS?
INVESTMENT TRUSTS

EXCHANGE-TRADED FUNDS

Closed-ended structure

Open-ended structure

Price indirectly linked to net asset value and driven by market
demand. The price can vary dramatically from the net asset
value

Dual priced with bid-offer spreads, with price linked to net asset
value. Price also affected by market demand (but arbitrage
helps keep the price close to the net asset value)

Actively managed

Either passive or actively managed

Typically higher fees

Generally lower fees

Tends to invest directly in underlying assets, but can use
derivatives to support investment strategy

Can invest directly in underlying assets or use derivative
contracts to get synthetic replication of a specific index in order
to support investment strategy

Unlike other types of funds, investment trusts can hold back
up to 15% of the income generated by underlying investments
each year to create a pot of money to fund dividends in more
leaner years

You can typically buy income or accumulation versions. The
former pays dividends as cash; the latter automatically reinvests
dividends to buy more fund units

Can be bought or sold any time during stock market trading
hours at real-time prices via stock exchanges

Can be bought or sold any time during stock market trading
hours at real-time prices via stock exchanges

UNIT TRUSTS

OEICS

Open-ended structure

Open-ended structure

Typically dual priced with bid-offer spreads. The price is solely
dictated by the net asset value of assets in the fund

Typically single priced. The price is solely dictated by the net
asset value of assets in the fund

Actively managed

Actively managed

Typically higher fees

Typically higher fees

Tends to invest directly in underlying assets, but can use
derivatives to support investment strategy

Tends to invest directly in underlying assets, but can use
derivatives to support investment strategy

You can typically buy income or accumulation versions.
The former pays dividends as cash; the latter automatically
reinvests dividends to buy more fund units

You can typically buy income or accumulation versions. The
former pays dividends as cash; the latter automatically reinvests
dividends to buy more shares

You can place orders at any time but transaction is executed
once a day

You can place orders at any time but transaction is executed
once a day

Source: AJ Bell Youinvest
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How do I get
exposure to UK-listed
companies?

I

nvestors seeking exposure to UK equities through
an array of trusts with differing approaches and
strategies are well-served through the Association
of Investment Companies’ (AIC) UK All
Companies sector. A £100 lump sum invested in select
trusts a decade ago would have delivered a handsome
return, as illustrated by the accompanying table.
Among the star performers are trusts such as
Fidelity Special Values, a long-term capital growth
focused portfolio with a strong contrarian flavour.
Fidelity’s portfolio manager Alex Wright looks
for companies where there’s limited downside
risk, meaning companies with exceptionally cheap
valuations or an asset that should stop the share
price falling below a certain level, and where there’s
also potential for a positive change to show them in
a new light.
Another option is Schroder UK Mid Cap, currently
managed by charismatic stock picker Andy Brough,

offering investors exposure to a stated mission
to provide a total return in excess of its FTSE 250
benchmark.
We suggest you look at Henderson Opportunities
Trust, managed by James Henderson. This fund
aims to provide its shareholders with a higher-thanaverage growth of capital over the medium to long
term through a diversified underlying portfolio
including the likes of engineer Ricardo, global bank
HSBC and deal-hungry car retailer Vertu Motors.
It is also worth exploring The Mercantile
Investment Trust, a J.P. Morgan Asset Managementmanaged trust with the objective of achieving growth
through a portfolio of mid and small cap companies.
Aiming to grow its dividend at least in line with
UK inflation, the trust’s latest available top 10 reveals
positions in businesses ranging from Fevertree
Drinks and recycled packaging group DS Smith to
online car marketplace Auto Trader.

SHARE PRICE TOTAL RETURN: WHAT £100 INVESTMENT WOULD BE WORTH
Performance from

-

30/06/2006

30/06/2011

30/06/2012

30/06/2013

30/06/2014

30/06/2015

Performance to

-

30/06/2016

30/06/2012

30/06/2013

30/06/2014

30/06/2015

30/06/2016

Duration (years)

-

10

1

1

1

1

1

Overall Weighted
Average ex VCTs

-

196.40

93.21

120.40

111.09

109.77

99.70

AIC sector

All figures in £

Company
Weighted Average

UK All Companies

200.8

92.22

135.21

118.45

111.53

88.45

Aberdeen UK Tracker

UK All Companies

163.77

97.3

119.45

113.91

102.74

96.88

Artemis Alpha Trust

UK All Companies

119.59

85.56

105.56

109.02

92.74

80.52

Aurora

UK All Companies

91.39

69.79

96.42

120.22

97.74

100.65

Fidelity Special Values

UK All Companies

215.18

91.36

153.15

120.21

115.65

91.31

JPMorgan MidCap

UK All Companies

214.74

90.19

160.97

123.05

123.81

96.65
85.57

Jupiter UK Growth

UK All Companies

228.4

90.19

131.13

121.01

107.85

Keystone

UK All Companies

232.89

100.36

134.04

116.12

106.28

93.01

Manchester & London

UK All Companies

94.81

76.27

103.03

96.37

96.78

105.49

Mercantile

UK All Companies

207.58

93.09

134.83

120.36

118.07

90.73

Schroder UK Growth

UK All Companies

169.1

93.84

134.89

109.66

98.51

94.92

Schroder UK Mid Cap

UK All Companies

258.6

90.23

151.25

131.22

107.34

83.69

Threadneedle UK Select
Trust

UK All Companies

166.61

91.95

136.68

115.94

98.58

90.86

£100 Lump sum. No expenses taken into account.
Source: AIC using Morningstar
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How much income
could I generate from
investment trusts?

L

ong-term investors who want their income
and capital to grow by more than inflation
may wish to start their search in the UK
Equity Income Sector. This is home to 24
investment companies with an average dividend
yield of 3.8%.
A £100,000 investment in the average UK
Equity Income investment company at the end
of December 1995 would have grown to £215,874
by the end of 2015, according to research by the
AIC using Morningstar data. The annual income
increased from £3,826 to £8,993, considerably
ahead of inflation.
Some of these funds have successfully increased
their dividends each year for at least the last
20 years and have been classified as ‘dividend
heroes’ by the AIC. These include: City of London,
JPMorgan Claverhouse and Murray Income. Other
dividend heroes are available in the Global Sector
and by dividing your money you can increase your
diversification.
JPMorgan Claverhouse has a portfolio of 65 UK
stocks, a 4.1% historical yield and pays cash to
shareholders every three months. It is trading on a
7.1% discount to net asset value as of early July 2016.
Investment trusts are able to store up to 15% of
their annual income for a rainy day. It means they
can save up cash to help sustain dividend payments
to investors during more difficult market conditions
when some of the underlying investments may be
forced to curtail their own distributions.

THE 10 'DIVIDEND HEROES' WITH THE LONGEST TRACK RECORD OF INCREASING THEIR DIVIDENDS
Investment Company
City of London Investment Trust

Sector

Number of consecutive years
dividend increased

Total
Assets (m)

Value of £100 invested
over 1 year

UK Equity Income

50

1,273.8

92.0

Alliance Trust

Global

49

3,271.1

103.4

Bankers Investment Trust

Global

49

857.5

87.4

Caledonia Investments

Global

49

1,615.4

92.6

F&C Global Smaller Companies

Global

45

594.5

99.7

Foreign & Colonial Investment Trust

Global

45

3,026.9

98.7

Brunner Investment Trust

Global

44

3,27.8

95.9

JPMorgan Claverhouse Investment Trust

UK Equity Income

43

379.8

87.6

Murray Income

UK Equity Income

42

530.2

91.5

Global

41

1731.7

90.3

Witan Investment Trust
Source: AIC using Morningstar, all data as at June 27
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A SELECTION OF HIGH, MODERATE AND LOW YIELD INVESTMENT COMPANIES
Investment Company

Sector

Total
Assets
(£m)

Value of £100 Value of £100 Value of £100 Dividend Gearing
invested over invested over invested over
Yield
(%)
1 year
5 years
10 years
(%)

Global High
Income

114.9

105.1

Discount/
Premium
(-/+)

Ongoing
charges
(%)

2.1

1.3

High yield: 5% plus
Invesco Perpetual Enhanced Income
TwentyFour Income

178.2

175

7.0

17

Debt

347.6

89.7

n/a

n/a

6.8

0

0.5

0.97

Flexible
Investment

406.9

91.8

109.9

148.7

5.6

3

-3.3

0.69

Property
Direct - UK

1403.1

83.0

137.5

152.5

5.3

57

-17.3

1.18

Global
Equity
Income

480.4

113.1

146.3

201.4

3.8

21

4.1

0.93

UK Equity
Income

1624.2

104.1

173.7

265.5

3.6

14

-4.4

0.61

Law Debenture Corporation

Global

763.6

96.2

149.7

228.4

3.4

15

-8.6

0.45

Troy Income and Growth

UK Equity
Income

206.0

112.2

171.8

140.8

3.1

0

1.9

1.01

Global

193.1

103.4

193.8

131.6

3.0

20

-3.9

1.59

BlackRock Income Strategies
Moderate yield: 3.5% to 5%
F&C Commercial Property
Scottish American

Edinburgh Investment
Low yield: less than 3.5%

Majedie Investments

Source: Author/AIC using Morningstar, all data as at 1 July 2016.

Wide choice

There are a number of other areas that pay a decent
yield with the main examples including the Global
Equity Income, UK Equity and Bond Income and
Debt sectors.
Funds with an exposure to the bond markets tend
to pay a higher starting level of income than a pure
equity mandate and are less volatile, but are unlikely
to achieve the same sort of growth of their income
and capital.
Murray International Trust targets the best
opportunities from the world’s stock markets and
currently includes companies in Mexico and Taiwan,
although the risk is tempered by a 15% allocation
to fixed interest. It is yielding 4.66% with quarterly
distributions and is cautiously positioned.
City Merchants High Yield invests in high-yielding
bonds and is managed by the fixed income team at
Invesco Perpetual that includes respected individuals
Paul Read and Paul Causer. It has a good long-term
Value of £100 invested
over 5 years

track record and is yielding 5.54% with quarterly
distributions.
It is fair to say the higher the yield, the higher the
risk. You need to weigh up what sorts of funds you
feel comfortable owning and balance this against
your income requirements. The more adventurous
funds can generate as much as 7% annual income for
an investor from the high yield bonds held by Invesco
Perpetual Enhanced Income and 6.8% from the
asset-backed securities of TwentyFour Income, for
example. Risk-averse individuals should look at funds
further down the income scale.
You can go to the AIC’s website www.theaic.
co.uk and sort investment trusts based on the
historic yield – this is the ratio of dividends paid in
the previous financial year compared to the current
share price. You must consider that trusts are not
obliged to keep paying dividends and that future
payments may not always be the same as the level
paid in previous years.

Value of £100 invested
over 10 years

Dividend Yield
(%)

Dividend Cover
(years)

Gearing (%)

Discount/ Premium
(-/+)

Ongoing charges
(%)

149.1

211.7

4.5

0.74

151.1

186.4

2.2

2.14

10

1.0

0.42

7

-13.2

153.7

209.7

2.9

0.78

1.8

1

-12.5

146.4

144.4

0.53

2.4

0

0

-26.2

179.9

292.4

1.22

1.1

2.13

5

-2.5

0.54

154.6

215.4

2.3

1.45

8

-14.4

0.69

146.1

186.7

3.0

2.06

5

-17.4

0.75

143.5

161.8

4.1

1.50w

17

-7.1

0.75

122.1

157.5

5.1

1.32

8

-11.3

0.74

160.0

223.9

2.6

1.77

12

-9.6

0.79
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How can I get
overseas exposure?

I

f you are looking to diversify your portfolio
overseas the best place to start would be the
Global Sector, which is home to 26 investment
companies with combined total assets of almost
£21 billion.
They have generated an average return of 52.2%
over the past five years and they could do well if
sterling continues to weaken. The mandates and
performance differ enormously so you need to think
about exactly what you want.
One of the most consistent performers is the
Monks Investment Trust run by a team from Baillie
Gifford. The managers try to identify companies
that can achieve sustainable above-average earnings
growth and then hold them for the long-term with
the main aim being capital growth. They have put
together a portfolio of 112 different holdings that
include the likes of Amazon, Prudential and Royal
Caribbean Cruises, with the largest allocation being
the 45% exposure to the US.
Another decent performer is the Witan Investment
Trust. This aims to achieve long-term growth in
income and capital, but is different to most of the
other funds as it uses an active multi-manager
approach. The portfolio has been divided up
between 10 external managers that provide exposure
to the UK and overseas markets. It is one of the
AIC’s ‘dividend heroes’ with 41 consecutive annual
increases in its dividend and is yielding 2.6%.
More cautious investors may want to consider
an investment company in the Flexible Investment
Sector, where the managers have the scope to
diversify across a range of asset classes. These funds
have the potential to generate less volatile returns

THE 10 BEST PERFORMING INVESTMENT COMPANIES IN THE GLOBAL SECTOR OVER 5 YEARS
Investment Company

Total
Assets
(m)

Value of £100
invested over
1 year

Value of £100
invested over
5 years

Value of £100
invested over
10 years

Lindsell Train

93.2

121.8

276.4

Independent Investment Trust

180.2

115.6

195.3

Majedie
Scottish Mortgage
F&C Global Smaller Companies

Dividend
yield (%)

Gearing
(%)

Discount/
Premium
(-/+)

Ongoing
charges
(%)

565.0

1.3

0

29.8

1.18

213.2

1.6

0

16.4

0.32

176.8

99.1

194.6

135.1

3.0

22

4.2

1.59

3,905.6

98.3

190.9

336.4

1.2

9

-2.9

0.48
0.54

5,94.5

99.7

179.9

292.4

1.1

5

-2.5

Martin Currie Global Portfolio

187.1

100.3

164.3

223.9

2.3

0

-5.3

0.71

Witan

1731.7

90.3

160.0

223.9

2.6

12

-9.6

0.79

3,026.9

98.7

154.6

215.4

2.3

8

-14.4

0.69

Edinburgh Worldwide

267.5

84.7

154.4

211.9

0

9

-11.2

0.93

Bankers

857.5

87.4

153.7

209.7

2.9

1

-12.5

0.53

Foreign & Colonial Investment
Trust

Source: AIC using Morningstar, all data as at 27 June 2016
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We find the growth investments
that emerging middle class
urbanisation creates.
Trusted
An established closed
end fund focused on long
term total return.

Diversified
A diverse portfolio
of operational cash
generative investments.

www.uem.limited

Proven
Strong management team
with an award winning
record of outperformance.

than a pure equity mandate.
A good example is the £2.5 billion RIT Capital
Partners, which aims to achieve long-term growth via
a portfolio of quoted and unquoted holdings while
preserving shareholders’ capital.
RIT is a self-managed investment company that
was set up in 1988 to manage part of the wealth
of Rothschild family and is still chaired by Lord
Rothschild. Over the intervening period it has built up
a strong and consistent track record.
One of the most defensive options is the Personal
Assets Trust, which is managed by Sebastian Lyon of
Troy Asset Management. It invests in a wide range
of asset classes including shares, index-linked bonds
and gold so as to ‘protect and increase the value of
shareholders’ funds’.
There is also a host of specialist regional funds that
provide exposure to areas such as the US, Europe,
Asia-Pacific, Japan and the Emerging Markets. These
allow you to tailor your overall asset allocation in
favour of the parts of the world that you think will
produce the strongest returns.
The US is the largest stock market in the world and
home to many of the best known multi-nationals.
A good way to gain exposure is via the £775 million

JPMorgan American Investment Trust, which aims
to achieve capital growth by investing in North
American stocks of all sizes. It has 197 holdings and
has comfortably beaten its S&P 500 benchmark over
the last 10 years.

Other choices

Amongst the European investment companies
the standout performer is Jupiter European
Opportunities. It is managed by Alexander Darwall,
who believes that the region is home to some world
class companies whose performance does not depend
on the European economy.
This has led him to put together a concentrated
portfolio of 40 European and UK stocks based on the
underlying fundamentals and has enabled him to
massively outperform his benchmark over three, five
and 10 years.
If you want exposure to the growth prospects
of Asia-Pacific excluding Japan you might want to
consider Asian Total Return. This has done well
since the management was handed to Schroders in
2013. The fund holds a 60-stock portfolio with the
managers able to hedge the risk if they are sufficiently
concerned about the short-term outlook.

UTILICO: LOOKING FOR OPPORTUNITIES IN EMERGING MARKETS
ESTABLISHED IN 2005 TO IDENTIFY
LONG-TERM VALUE IN EMERGING
MARKETS, UTILICO EMERGING
MARKETS IS AN AWARD WINNING
CLOSED END FUND LISTED ON THE
LONDON STOCK EXCHANGE.
Charles Jillings is Director of ICM Limited
and Chief Executive of ICM Investment
Management Limited, Utilico Emerging
Markets’ joint investment managers.
Our focus is identifying assets that
meet the needs of the growing middle
classes in emerging markets. Our
team has specialists across utilities,
communications and transport.
Underlying all our investments is the
conviction that assets in these areas
will increase in value faster than GDP
via operating leverage as a rapidly
growing urban middle class in emerging
markets continues to drive demand for
better infrastructure, consumption of
electricity and water, and more stringent
environmental policies.
We take a bottom-up approach to
investing – we are not constrained by
specific assets or a benchmark weighted
into particular regions. An advantage of
this is that if we are uncomfortable with
the political landscape, legal framework
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or attitude to foreign investment in a
particular country, we can choose not to
invest there.
As a team we travel extensively,
visiting not just investee company
management teams, but also their
assets, seeking new opportunities from
an investment universe – our bespoke
database – of around 900 companies. A
decision to invest is made on in-depth
fundamental research and on the basis of
a conviction that the asset will generate
significant total returns over the longterm. Confidence in the corporate
management plays a critical role.
What we look for
UEM is focused on undeveloped and
developing markets. The portfolio spans
Asia, Latin America, Emerging Europe
and Africa. We look for operational
assets which are already cash generative
– not greenfield sites. Over 95% of the
companies we invest in are listed, and
around 75% of our portfolio pays a
dividend. Consequently investments tend
to be suitably liquid, and we generally
return revenues received from assets to
our investors. Maintaining sustainable
dividends to our investors is a by-product
of our approach.
Being unconstrained by a benchmark

means our investments are weighted
towards regions offering the strongest
returns potential. China remains UEM’s
largest country exposure, at 26.5% of the
fund, but our approach means that we
have invested in less well-known markets
which can offer significant value.
For example, 8.8% of the fund is
invested in Romanian utility companies
which offer compelling return profiles
within regulatory frameworks
comparable to developed markets.
Not only are many of these companies
trading on exceptionally cheap valuation
multiples, they also offer substantial,
often double-digit, dividend yields.
Performance
Our focus on total returns means we
don’t measure the fund’s performance
against an index. Net asset value total
return of 162.8% has been achieved
for our investors since launch in
2005, and it is this metric on which
we concentrate. UEM’s performance
compares favourably with the Emerging
Markets indices, having achieved a total
return in sterling of 3.6% and 22.2% on
a three and five year basis respectively,
against a negative 9.6% and negative
10.2% return for the MSCI EM Index, as
at 31 May 2016.

Your money mentor
One
month
FREE

Try the
all-digital
subscription
today

Subscribe to

WE MAKE INVESTING EASIER

Make more from your investments
with Shares at your side
The expert Shares team will give you all you need to make
more from your money. With a digital subscription you can
read the weekly magazine online or on the app, and head
to the Shares website for a whole host of features:

Get your FREE
month today
then £12 per month

• Read the weekly magazine online
• Get real-time market and company news
• Create your own portfolio and track your investments
• View the latest fund and shares prices
• See where the markets are moving next

How to subscribe:
www.sharesmagazine.co.uk/offer/DIGIFM
*This offer is only available to new subscribers and will last for four weeks. We will take your card payment details, and then your subscription will
automatically continue at £12 per month unless cancelled. To cancel please call 020 7378 4424 or email support@sharesmagazine.co.uk. No refunds are
offered during the cancellations period but all outstanding services will be fulfilled. Any questions, contact us at support@sharesmagazine.co.uk.

Ways to access
property, unquoted
firms and more

T

hose who are willing to allocate part of their
portfolio to more specialist investment
companies can improve their diversification
and benefit from uncorrelated parts of the
market. This may enable them to take advantage of
less mainstream opportunities and to achieve better
risk-adjusted returns.
A good example is the Private Equity Sector. These
funds take large stakes in unlisted companies and
will often work with directors to grow the business
until such time that it can be floated on the stock
exchange or sold to another company. These types of
investment trusts normally have a high level of debt
to help finance the acquisitions, which tends to mean
that they perform better in rising markets.
One option would be a fund-of-funds like
Pantheon International. This provides exposure to
a portfolio of private equity funds with about half
of the underlying assets denominated in US dollars.
It is trading on a significant 30% discount to net
asset value.

Property route

Another way to diversify would be to invest in one of
the property funds. These sold-off in the immediate
aftermath of the Brexit vote because of fears about
what it could mean for UK property prices, but there
could be some bargains for long-term investors
looking for a good entry level.
F&C Commercial Property aims to provide an
attractive level of income together with the potential
for capital and income growth from a portfolio of

office and retail buildings based in the UK. Until the
start of the year it had been trading at a significant
premium to net asset value, but it has since slipped to
a 17% discount with the yield rising to 5.3%.
A more resilient alternative could be GCP Student
Living, which owns modern, purpose-built student
accommodation blocks and teaching facilities near
several different universities including sites in
London. Unless you think that the Brexit vote will
lead to a dramatic fall in the number of fee paying
foreign students coming to this country, the fund
could provide a steady stream of dividends that
should rise in line with RPI inflation.
Another uncorrelated source of income would
be the various investment companies that invest in
peer-to-peer loans such as P2P Global Investments,
Funding Circle SME Income and Ranger Direct
Lending. These are relatively new and could suffer
from bad debts in the event of a recession, but they
typically pay very high yields in excess of 6%.
There are also various other funds that provide
exposure to specialist parts of the debt market such
as Real Estate Credit Investments. This invests in
debt secured on residential or commercial property
in Europe and the UK and is yielding almost 7%.
Even more unusual are the leasing companies like
Doric Nimrod Air One, which has bought an Airbus
A380 and is leasing it to Emirates Airlines. The
income from the lease is sufficient to buy the aircraft
outright while paying an 8.2% yield to shareholders
and there could also be a residual capital gain on the
sale of the plane.

A SELECTION OF SPECIALIST INVESTMENT COMPANIES
Investment
Company
Pantheon
International
F&C Commercial
Property
GCP Student Living
P2P Global
Investments
Real Estate Credit
Investments

Specialist
Area

Total
Assets
(£m)

Value of £100
invested over
1 year

Value of £100
invested over
5 years

Value of £100
invested over
10 years

Dividend
Yield
(%)

Gearing
(%)

Discount/
Premium
(-/+)

Ongoing
charges
(%)

Private
Equity

1,191.9

103

182.1

180.7

n/a

0

-30.2

1.18

Property

1,403.1

83

137.5

152.5

5.3

57

-17.3

1.18

Property

479.9

105

n/a

n/a

4.3

36

-2.7

2.96

Peer-to-peer
lending

869.6

83

n/a

n/a

7.1

0

-17.5

n/a

Debt

161.5

98.8

248.1

197.8

6.8

26

-3.3

2.35

Source: Author/AIC using Morningstar, *Winterflood, all data as at 1 July 2016.
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Want to retire and let
your investments keep
working?
Easy
Voted best SIPP provider 2016
Open a low-cost Self Invested
Personal Pension (SIPP) today

youinvest.co.uk

Returns depend on the amount
invested, the performance of the
investments and the length
of time they are held.
Capital at risk

AJ Bell includes AJ Bell Holdings Limited and its wholly owned subsidiaries. AJ Bell Management
Limited and AJ Bell Securities Limited are authorised and regulated by the Financial Conduct Authority.
All companies are registered in England and Wales at Trafford House, Chester Road, Manchester M32 0RS

We strive
to explore
further.
Aberdeen Investment Trusts
ISA and Share Plan
At Aberdeen, we believe there’s no substitute for
getting to know your investments face-to-face.
That’s why we make it our goal to visit companies –
wherever they are – before we invest in their shares
and while we hold them.
With a wide range of investment companies investing
around the world – that’s an awfully big commitment.
But it’s just one of the ways we aim to seek out the
best investment opportunities on your behalf.
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. No recommendation
is made, positive or otherwise, regarding the ISA and
Share Plan.
The value of tax benefits depends on individual
circumstances and the favourable tax treatment for
ISAs may not be maintained. We recommend you seek
financial advice prior to making an investment decision.

Request a brochure: 0500 00 40 00
invtrusts.co.uk

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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