
  

 
The Law Debenture Corporation p.l.c. today published its results for the half-year ended 30 June 2019.   

 
Group Highlights: 
 

 Interim dividend of 6.6p per share announced  (2018: 6.0p), a 10% increase  

 Share price total return for the six months of 12.1%  

 Solid performance from the Independent Professional Services (IPS) business continues to support 
dividend growth  

 Ongoing charges remain low at 0.43% compared to the industry average of 1.13%1 

 £10,000 invested in Law Debenture ten years ago would be worth £36,050 as at 30 June 20192 

 

 
Investment Trust Highlights: 

 NAV total return for the six months was 10.3%, compared to 13.0% returned by the benchmark 
FTSE All Share Index 

 The trust has consistently outperformed its benchmark on longer term performance measures: 

  6 months 3 years 5 years 10 years 

NAV total return3 10.3% 38.9% 40.0% 224.9% 

FTSE Actuaries All-Share Index4 13.0% 29.5% 35.8% 167.1% 

 The UK remained the central focus of the portfolio, key positive contributors included Dunelm, 
Johnson Service Group and Marshalls 

 
Independent Professional Services (IPS) Highlights: 

 Leading wholly owned independent provider of professional services, a key differentiator to other 
investment trusts  

 Revenue increase of 6.9% (net of cost of sales) and profit after tax of 8.9% on prior period, 
reflecting consistent growth under new management team in the face of difficult financial market 
conditions 

 Each of the three divisions continues to grow revenue, with particularly strong performance from the 
Pensions and Safecall, the whistle blowing business 

 Fair value of the IPS business increased by 10.7% on prior period to £115.6m 
 

Longer Term: 

 130 years of value creation for shareholders 

 40 years of increased or maintained dividends 

 60% increase in dividend over last ten years5 

 Annualised dividend growth of 4.8%
5 

 

Commenting, Robert Hingley, Chairman, said: 

“Your company has had a good start to 2019.  Our investment trust’s long term performance remains 
ahead of its benchmark on a three, five and ten year basis.  Our IPS business has built on the success of 
2018, delivering on our commitment to shareholders of mid to high single digit growth. 
 
Law Debenture was admitted to the FTSE 250 on 1 April 2019, facilitated in part by continued long-term 
capital growth.  May saw the repositioning of the trust from the AIC’s Global sector to the UK Equity Income 



  

sector, reflecting the fact that Law Debenture has for many years had a predominantly UK portfolio. We 
believe this move will make comparisons of relative performance easier for shareholders.” 

 

Commenting, Denis Jackson, Chief Executive Officer, said: 

“In the first half of 2019, against a difficult market backdrop, with capital markets hampered in Europe by 
uncertainty over Brexit and globally by fears over escalating trade wars, the IPS business was able to 
increase revenue by 6.9% (net of cost of sales) and revenue return per share by 8.9%.  Over that same 
period, the fair value of the IPS business increased by 10.7%. 

We remain focussed on execution for the second half of this year, as we aim to deliver further growth 
against this difficult back drop. We are confident that we have an excellent investment management team 
and that our combined businesses are well placed for future longer term growth.” 
 
 

Contact Information 
 

 

Denis Jackson Katie Thorpe 

Chief Executive Officer Chief Financial Officer 

Email: denis.jackson@lawdeb.com Email: katie.thorpe@lawdeb.com 

Tel: +44 (0) 207 606 5451 Tel: +44 (0) 207 606 5451 
 

 

 

 

 

1 Ongoing charges are for the year ended 31 December 2018. Law Debenture ongoing charges have been calculated based on data held by Law Debenture.  Industry 
average data was sourced from The Association of Investment Companies industry (excluding 3i) as at 28 June 2019 
2 Calculated on a total return basis assuming dividend re-investment between 30 June 2009 and 30 June 2019 
3 NAV is calculated in accordance with the Association of Investment Companies (AIC) methodology, based on performance data held by Law Debenture including fair 
value of IPS business and long term borrowings 
4 Source: Bloomberg 
5 Calculated on an annualised basis on dividend payments made by accounting year between 30 June 2009 and 30 June 2019 
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THE LAW DEBENTURE CORPORATION P.L.C. AND ITS SUBSIDIARIES 
 
HALF YEARLY REPORT FOR THE SIX MONTHS TO 30 JUNE 2019 

(UNAUDITED) 
 
The directors recommend an interim dividend of 6.6p on the ordinary shares for the six months to 30 June 2019. The 
report including the unaudited results for the period was as follows: 
 

Company history 
 
From its origins in 1889, Law Debenture has diversified to become a group with a unique range of activities in the 
financial and professional services sectors.  The group divides into two distinct areas of business. 

 
Investment trust 
 
Our portfolio of investments is managed by James Henderson and assisted by Laura Foll of Janus Henderson 
Investors. 
   
Our objective is to achieve long term capital growth in real terms and steadily increasing income.  The aim is to 
achieve a higher rate of total return than the FTSE Actuaries All-Share Index Total Return through investing in a 
diversified portfolio of stocks. 
 

Independent professional services 
 
We are a leading provider of independent professional services, built on three foundations: our pensions, corporate 
trust and corporate services businesses.  We operate globally, with offices in the UK, Dublin, New York, Delaware, 
Hong Kong, the Channel Islands and the Cayman Islands. 
 
Companies, agencies, organisations and individuals throughout the world rely upon Law Debenture to carry out our 
duties with the independence and professionalism upon which our reputation is built. 

 
 
Performance 
 

 
 

6 months 
% 

1 year 
% 

3 years 
% 

5 years 
% 

10 years 
% 

NAV total return
1*

 10.3 (0.8) 38.9 40.0 224.9 

FTSE Actuaries All-Share Index Total Return
2
 13.0 0.6 29.5 35.8 167.1 

Share price total return
2*

 12.1 2.6 33.4 33.3 260.5 

Change in Retail Price Index
2
 1.4 2.9 10.1 13.0 35.7 

 
 

 
 

30 June 2019 
% 

30 June 2018 
% 

31 December 2018 
% 

Ongoing charges
3*

 0.43 0.43 0.43 

Gearing
3*

 7 5 3 

 

 
 
1 NAV is calculated in accordance with the Association of Investment Companies (AIC) methodology, based on performance data held by  Law Debenture including fair value of 
IPS business and long term borrowings. 
2 Source: Bloomberg 
3 Source: AIC. Ongoing charges are based on the costs of the investment trust and include the Janus Henderson Investors management fee of 0. 30% of NAV of the investment 
trust. There is no performance related element to  the fee 
4 Items marked “*” are considered to be alternative performance measures  

 



  

Financial summary 

 

30 June 
2019 
£000 

30 June 
2018 
£000 

31 December 
2018 
£000 

Net assets
1
 784,213 813,298 725,863 

 Pence Pence Pence 

NAV per share at fair value
1*

 663.67 688.29 614.07 

Group revenue return per share 15.68 11.88 21.26 

- Investment trust 11.76 8.28 13.23 

- Independent professional services 
(normalised) 

3.92 3.60 7.87 

- Group charges - - 0.16 

Capital return/(loss) per share 50.42 4.78 (71.85) 

Total return/(loss) per share 66.10 16.66 (50.59) 

Dividends per share  6.60 6.00 18.90 

Share price  592.00 596.00 540.00 

    

 
1 NAV is calculated in accordance with The Association of Investment Companies (AIC) methodology, based on performance data held by Law Debenture including the fair value of the IPS 
business and long-term borrowings 
2 Items marked “*” are considered to be alternative performance measures.  
 
 
Fair valuation of the IPS business 
 
The fair valuation of IPS is based upon the historic earnings before interest, taxation, depreciation and amortisation 
(EBITDA), an appropriate multiple and the surplus net assets of the business at their underlying fair value. The 
multiple applied in valuing IPS is derived from comparable companies sourced from market data, with appropriate 
adjustments to reflect the difference between the comparable companies and IPS in respect of growth, margin, size 
and liquidity. 
 

 

30 June 
2019 
£000 

30 June 
2018 
£000 

31 December 
2018 
£000 

EBITDA at a multiple of 9.2 (30 June 2018: 
8.4; 31 December 2018: 8.4) 

99,618 87,696 87,562 

Surplus net assets 15,962 22,800 16,844 

Fair value of IPS business 115,580 110,496 104,406 

 Pence Pence Pence 

Contribution to NAV (pence) per share of 
IPS fair value  

72.24 70.08 66.36 

 
The fair value of the IPS business has increased by 10.7% in the first half of 2019. An increase or decrease of 1 in the 
multiple would give rise to a £10.8 million change in the fair valuation of the IPS. The adjustment to NAV to reflect the 
IPS fair value is an increase of 72.24p per share (31 December 2018: 66.36p), based on 118,162,211 shares (31 
December 2018: 118,205,909) being the total number of shares in issue excluding shares purchased by the 
Employee Share Trust in the open market.



  

Calculation of net asset value (NAV) per share 
 

 
30 June 

2019 
30 June 

2018 
31 December 

2018 

 Pence Pence Pence 

NAV per share per financial statements 619.37 638.21 566.27 

Fair value adjustment for IPS 72.24 70.08 66.36 

Debt fair value adjustment      (27.94)    (20.00) (18.56) 

NAV per share as disclosed with debt at fair 
value 663.67 688.29 614.07 

 
 
 
Half yearly management report 
 
Introduction 
 
Your company has had a good start to 2019. Law Debenture was admitted to the FTSE 250 on 1 April 2019, 
facilitated in part by continued long-term capital growth. May saw the repositioning of the trust from the AIC’s Global 
sector to the UK Equity Income sector, reflecting the fact that Law Debenture has for many years had a predominantly 
UK portfolio. We believe this move will make comparisons of relative performance easier for shareholders. 
 
Our IPS business has built on the success of 2018, delivering on our commitment to shareholders of mid to high 
single digit growth, following a period of flat earnings between 2011 and 2017. 
 
 

Our investment trust 
 
Following the announcement in our year end accounts that we would be transferring from the AIC’s Global to a UK 
sector, we were pleased to see the transfer to the UK Equity Income Sector take place with effect from 28 May 2019. 
For nearly two decades, the portfolio has been at least 70% allocated to UK stocks, with our performance being 
assessed against a UK benchmark. Our entry into the UK Equity Income sector reflects more accurately what the 
portfolio is as an investment proposition, allowing our investors a more meaningful comparator when assessing our 
performance against peers.  
 
I am delighted to announce that, following eight years assisting James Henderson in the running of your portfolio, 
Laura Foll will be appointed co-manager with effect from 1 August 2019. Laura has proved herself an extremely able 
portfolio manager. This appointment will change little from an operational perspective, but better reflects Laura’s 
contribution to the overall running of the portfolio. 
 
The first half of 2019 has seen a positive performance with an NAV total return of 10.3%. Your portfolio is constructed 
from a bottom up perspective, with James and Laura looking for quality companies with a potential for long-term 
growth which they consider have been mispriced by the market. As demonstrated in their investment review, empirical 
evidence shows that this contrarian, value-based approach to investing has delivered good performance over the 
longer term, but has been more difficult in recent years, particularly since the escalation of uncertainty around Brexit, 
as value stocks have fallen increasingly out of favour. 
 
It has been an extraordinary period for government bond yields, both in the UK and globally. The 10 year gilt yield is 
now 0.7% compared to 1.3% at the end of 2018. This extreme downward movement in bond yields is causing 
distortions within the equity market that are discussed in further detail in the managers’ report. Against this 
background the underlying investment portfolio is yielding 4.1%1 with significant scope for dividend growth, which we 
believe is an attractive proposition for our shareholders. 
 
With this backdrop, alongside significant volatility in markets, we are pleased with the 10.3% NAV total return your 
trust has generated, compared to 13.0% returned by the benchmark. 
 
Our first objective is to achieve long-term capital growth and we are proud that the portfolio has outperformed its 
benchmark on a three, five and ten year basis. 



  

 

Dividend 
 
Our second objective is to provide our shareholders with steadily increasing income.  
 

As highlighted in our 31 December 2018 annual report, whereas previously all investment management fees and 
finance costs were charged against revenue, from 1 January 2019 the proportional split has been to allocate 25% to 
revenue and 75% to capital. The allocation has been altered to better reflect the expected split of future returns 
between income and capital. Overall, the trust’s revenue return has increased by 32.0% compared to the first half of 
2018. Investment trust revenue return increased by 42.0%, of which 14.2% results from the growth of income and 
control of operational costs and 27.8% relates to the revised allocation of expenses between revenue and capital. 
 
Over the same period, the IPS business increased its revenue return per share by 8.9%. 
 
Both the increased income and the additional flexibility created by the change in our expense allocation policy benefit 
our shareholders. Over the last ten years, we have delivered a 60%

2
 increase in dividend and annualised dividend 

growth of 4.8%
2
. The interim dividend will be increasing by 10% from 6.0 pence per share in 2018 to 6.6pence per 

share in 2019. The dividend will be paid on 6 September 2019 to holders on the record date of 9 August 2019.  
 

Independent professional services  
 
In the first half of 2019, against a difficult market backdrop, with capital markets hampered in Europe by uncertainty 
over Brexit and globally by fears over escalating trade wars, the IPS business was able to grow revenue (net of cost 
of sales) by 6.9% and revenue return per share by 8.9%. Faced with reduced levels of primary market issuance that 
help to drive our corporate trust and corporate services revenues, we have kept a tight control of costs, generating a 
modest increase in our overall profit before tax margin from 33.4% in the first half of 2018 to 34.1% in the first half of 
2019.  
 

The fair value of the IPS business increased by 10.7% in the first half of 2019, reflecting the continuing EBITDA 
growth of the business and the strengthening of comparable multiples. 
 
The table below sets out the revenue by division net of cost of sales for the first half of the past two years, alongside 
percentage growth compared to prior year: 
 
 

Division  
Revenue

*
  

30 June 2018 
£000 

Revenue
*
  

30 June 2019 
£000  

Growth 
2018/2019 

% 

Pensions  4,663 5,098 9.3 

Corporate trust  4,072 4,372 7.4 

Corporate services  5,729 5,991 4.6 

Total  14,464 15,461 6.9 

 
* Revenue shown is net of cost of sales 
 

 
 
Pensions  
 
Our pensions business continues to build on the strong foundations of 2018, with revenue growing by 9.3% in the first 
half of 2019 compared to the same period in the prior year. 
 
In my report to you for 2018, I highlighted three key themes for our pension trustees business: the increasing 
complexity of legislation, the trend towards consolidation of schemes and the move towards professionalisation of the 
role of the pension trustee. On 2 July 2019, The Pensions Regulator launched an industry consultation into the 
“Future of trusteeship and governance”. This consultation centres on how as an industry we can provide good 
governance for every pension scheme, to ensure we deliver the right outcome for those saving for retirement. Not 
only does this consultation contemplate the increasing consolidation of schemes, it also considers whether an 
accredited professional trustee should sit on every board. 



  

 
As the longest established and largest provider of independent pension trustees in the UK, this can only provide 
additional opportunities for our business as we move into the second half of 2019 and beyond. We see increasing 
demand for our sole trustee offering, with significant client wins over the first half of this year, including Aviva, Hogan 
Lovells and NAAFi. Our pension governance business, Pegasus which we launched in 2018, is exhibiting strong 
growth. We have increased the headcount of the business from three at the start of 2018 to nine full time employees 
currently. The revenue from this business has increased 39% compared to the same period in 2018. Combined with 
an increasing number of appointments to defined contribution schemes over the last 12–18 months, we are confident 
in the long-term growth prospects for this business. 
 
 

Corporate trust 
 
Against a backdrop of weak primary debt issuance and merger and acquisition activity in Europe, our corporate trust 
business has grown revenue by 7.4% for the first half of this year. 
 
We started 2019 with around £5m of contracted revenue, with an overall inflation-linked increase of 1.8% compared to 
equivalent contracted revenues in 2018. We have, however, seen a marginal decline in our take-on of new business. 
Particularly challenging is the 23% reduction in high yield debt issuance in Europe in the first half of this year3. 
Notwithstanding unhelpful conditions in European capital markets, we won some significant appointments including 
those for Lloyds Bank Corporate Markets, HSBC, William Hill, Vodafone Group, Next Group, Marks & Spencer and 
Unilever. Despite the reduction in overall European M&A activity of 53%3, over the same period, we have also been 
active in the escrow space, providing escrow and ancillary services for a variety of high profile transactions. 
 
The long-term nature of our corporate trust appointments provides our investors with a stable and index linked source 
of revenue. However, as I highlighted in my 2018 report, swings in revenue can occur as a result of adopting a 
prudent approach to provisioning, as long-term defaults work their way through to conclusion. For this period, this has 
represented a benefit to our overall result. 
 
We are confident in the fundamental strength of our technical knowledge, speed, quality of service and willingness to 
innovate and continue to win business by taking on the more complex products that are best served by that expertise. 
We are confident that we can continue to grow and develop this business over the long-term, although short-term 
market conditions remain challenging. 
 
 

Corporate services 
 
Our corporate services business has grown its revenue by 4.6% in the first half of this year, as we continue to provide 
outsourced solutions across a range of company secretarial, accounting, corporate administration and facility agent 
services, alongside our service of process offering. We are pleased with this result in the context of the drop in capital 
markets deal activity highlighted above. 
 
We continue to see particularly strong growth from Safecall, our whistleblowing business. Safecall delivered revenue 
growth of 22% for the first half of the year and 54% compared to the same period three years ago. Continuing focus 
from both the corporate community and the media has driven a strong pipeline of enquiries. Investment in our digital 
offering has been rewarded with an average of a new enquiry every working day so far in 2019. 
 
Our Dublin office which we established in 2017 has been successful in growing its revenues, despite the reduced deal 
volumes highlighted above and uncertainty surrounding Brexit. 
 
 

Outlook 
 
We communicated to our shareholders our ambition to deliver mid to high single digit growth for IPS for 2019 and our 
results to date are consistent with that. We remain focussed on execution for the second half of this year, as we aim 
to deliver further growth against a backdrop of difficult financial market conditions. 
 
We are also alert to opportunities presented by acquisitions, where we believe we could utilise our balance sheet to 
accelerate the growth in returns for our shareholders. 
 
We are confident that our combined businesses are well placed for the future. 
 



  

Both the long and short-term performance of our investment portfolio remains strong. We have an excellent 
management team in James Henderson and Laura Foll, who the board is confident are well placed to continue to 
position the equity portfolio for future longer-term growth. 
 
 
Denis Jackson 
Chief Executive  
23 July 2019 
 
1 Calculated using data from Bloomberg. The calculation shown is based on the expected overall yield divided by the total value of the investment portfolio 

held as at 30 June 2019 

2 Calculated on an annualised basis on dividend payments made by accounting year between 30 June 2009 and 30 June 2019 

3 Source: Dealogic 

 

 
 

Investment manager’s review 
 
Investment approach and process 
 
Your trust has a diversified portfolio, which aims to be a one-stop-shop for investors seeking quoted market exposure 
to quality companies. 
 
As the CEO notes in his management report, the trust completed the transition from the AIC’s Global sector to the UK 
Equity Income sector in May. We believe this sector provides a much more relevant comparator for what your portfolio 
is aiming to deliver. 
 
The majority of the portfolio, 76.4%, was in listed UK stocks at the half year end, an increase from 74.5% at 31 
December 2018. This reflects our stance of moderate net investment into the UK over the period, with portfolio 
gearing increasing from 3% to 7% over that time frame. Of the UK portfolio, around two thirds of the capital is invested 
in the FTSE 100, with the remaining third in mid and small cap stocks. 
 
Although our focus remains the UK, we confidently go to other geographies for companies that do not have a credible 
UK equivalent. This approach remains entirely consistent with the approach we have applied historically and has not 
been affected by the change in sector. Looking to the global element of the portfolio, we have reduced our exposure 
to North America, primarily as a result of a stretch in valuation levels. 
 
The trust’s long standing benchmark is the FTSE Actuaries All-Share Index Total Return. The portfolio performance 
for the period is discussed in more detail below. 
 
 

Portfolio performance and activity 
 
The trust delivered a 10.3% total return in the first half of 2019. During that time markets have been volatile, making it 
possible to lose a great deal of money, notwithstanding overall upwards momentum. In the context of our portfolio 
positioning, we are pleased with the return we have delivered for shareholders, albeit this performance did not match 
the benchmark over the same period, which returned 13.0%. 
 
The aim of the trust is to deliver long-term capital growth. Considering that longer time horizon, we continue to 
outperform the index on a three, five and ten year metric. 
 
We explore below the key themes within the portfolio, along with top contributors and detractors. 
 
Our investment style has always been to invest in companies at the point at which they are slightly unfashionable but 
crucially where we can see a clear path to earnings growth. 
 
In the low interest rate environment since the financial crisis, however, ‘growth’ stocks (the clearest examples being 
some of the largest technology companies in the US) have led the market while ‘value’ stocks have lagged. In this 
environment we recognise that our trading activity may detract from short-term returns. We are gradually reducing the 
highly valued, but also high quality, ‘growth’ stocks within the portfolio (the clearest example would be Microsoft), 
sticking to our fundamental investment principles rather than chasing stocks upwards to what we believe to be 
unsustainable valuations. We continue to be net buyers of stocks where we see a value opportunity. Examples of this 
during the first half of 2019 include UK domestic banks RBS and Lloyds. 
 
 



  

Top five contributors 
 
The following five stocks produced the largest absolute contribution during the six months to 30 June 2019: 

 
  Share price 

total return 
(%) 

Contribution 
(£m) 

1. Rio Tinto 40.9 5.4 

2. Dunelm 71.5 3.7 

3. Microsoft 33.5 3.2 

4. Johnson Service Group 29.3 3.2 

5. Marshalls 49.3 3.2 

 
Source: Bloomberg calendar year share price total return 

 
Rio Tinto: a global mining company. The shares have performed well due to a material rise in the iron ore price as 
well as strong cash flow generation. 
 
Dunelm: a UK homeware retailer. Under a new management team both in-store and online sales are performing 
strongly in a difficult end market. 
 
Microsoft: a global software company. Organic growth continues to be very impressive for a company of this scale. It 
remains the best example of a company where there is no UK equivalent and is the largest overseas position. 
 
Johnson Service Group: a UK textile rental company. The company is growing well via both organic and inorganic 
growth. 
 
Marshalls: a UK building materials (predominantly paving stones) producer. Organic growth has been impressive and 
the strong balance sheet has meant a recurring special dividend for shareholders. 
 
There is no common sector theme to the stock contributors, which is encouraging as we aim to make sure the 
portfolio is diversified by both sector and geographic end markets. If there were to be any commonality among the 
contributors, it would be that, with the exception of Rio Tinto, they are all at quite a high valuation versus history and 
are within the narrow band of ‘growth’ stocks that are continuing to be re-valued higher. For this reason we have 
continued to gradually reduce a number of these positions, including Microsoft and Marshalls, despite having no 
concerns about the fundamental attractions of either business. 
 

 

Top five detractors  
 
The following five stocks produced the largest negative impact on portfolio valuation during the six months to 30 June 
2019: 

 

  Share price 
total return 

(%) 

Contribution 
(£m) 

1. Kier (73.6) (3.6) 

2. Provident Financial (26.7) (2.1) 

3. IP Group (31.3) (2.0) 

4. International Personal 
Finance 

(39.4) (1.8) 

5. International Consolidated 
Airlines 

(22.8) (1.7) 

 
Source: Bloomberg calendar year share price total return 

 

Kier: a UK regional contractor and residential property developer. Despite a rights issue earlier this year there remain 
concerns around the balance sheet. Under the new CEO it has announced plans to sell parts of the business and pay 
down debt. 
 
Provident Financial: a UK credit card and door-to-door lending business. It received a hostile all shares bid from a 
smaller competitor, Non-Standard Finance. We came out publicly against the deal and the bid has since been 
withdrawn. 
 



  

IP Group: a portfolio of early stage technology and healthcare companies. There are question marks around long-
term strategy as there have been few sizeable ‘winners’ in the portfolio. 
 
 
International Personal Finance: an international door-to-door lending business. One of its largest markets is Poland, 
where there has been a proposed regulatory change that will impact future earnings. 
 
International Consolidated Airlines: British Airways and Iberia. Excess capacity on European routes is pressuring 
pricing and earnings. 
 
 

Borrowings 
 
The downward movement in bond yields resulted in the fair value of the trust’s long-term borrowings increasing during 
the first half of this year. This movement was a detractor to performance, reducing the NAV per share by 9.4p (1.4%) 
relative to the end of 2018. The fair value adjustment for borrowings reduced the net asset value as at 30 June 2019 
by 27.94 pence. 
 
 

Outlook 
 
The valuation of the UK market is at an attractive level. The 10 year gilt is yielding around 0.7%, while the dividend 
yield on the UK FTSE 100 is around 4%. In the past, the yield on gilts has been higher than on equities. This was 
thought normal as dividends from companies were expected to grow over time. The current position would suggest 
that dividends in aggregate from UK companies were not going to grow and were likely to be reduced. The holdings 
overall in the portfolio are, however, expected to keep growing their dividends in coming years. Cash generation is 
strong from most of the larger holdings and dividend cover has been increasing. More generally the UK economy is 
growing, albeit slowly, in spite of the uncertainties over politics and Brexit. The UK companies held also earn on 
average around 65% of their revenues from outside the UK and the global economy is growing with the US and 
certain emerging markets surprising with their strength. It is therefore important for investors to focus on the 
fundamentals of how stocks are actually performing in their operations. 
 
The portfolio is a range of diverse businesses that usually have an excellence in their products or services. It is this 
that means that they can progress despite a testing macro-economic environment. Gearing has been increased from 
3% at 31 December 2018 to 7% at 30 June 2019, to utilise the opportunity created by undemanding valuations. We 
expect to continue to gradually increase gearing as we move into the second half of 2019. The buying will likely be 
concentrated in the UK as this is where the valuation opportunity is clearest. The portfolio is positioned to benefit from 
improved investor sentiment towards the UK. 
 
 
James Henderson 
Investment manager 
23 July 2019 

 
 
Portfolio by sector  
 
 30 June 2019 

 
31 December 2018 

Oil & gas 10.4%  10.8% 

Basic materials 7.4%  7.3% 

Industrials 24.1%  24.8% 

Consumer goods 4.5%  4.5% 

Health care 7.6%  8.9% 

Consumer services 9.5%  7.4% 

Telecommunications 1.3%  1.4% 

Utilities 3.7%  3.6% 

Financials 28.4%  27.6% 

Technology 3.1%  3.7% 

 
 

Geographical distribution of portfolio by value 
 
 30 June 2019 31 December 2018 



  

 

United 
Kingdom                       76.4%  

74.5% 

North America                       9.0%  9.9% 

Europe                        8.2%  8.6% 

Japan                        1.0%  1.1% 

Other Pacific                        4.1%  4.5% 

Other                        1.3%  1.4% 

 
 
Analysis of the investment portfolio 
By geographical location 

    

        

 Valuation  
31 December 

2018 
£000 

 
 

Purchases 
£000 

        
Costs of 

acquisition 
£000 

 
Sales 

proceeds 
£000 

 
  Appreciation 
/(depreciation) 

£000 

Valuation  
30 June 

2019 
£000 

 
 
 

% 

        

        

United Kingdom 
 

493,564  59,299  (280) (9,950) 39,412 582,045  76.4  

North America 
 

65,495 3,270  -   (11,964) 11,554 68,355  9.0  

Europe 
 

57,053 6,053 (28) (10,007) 9,258  62,329  8.2  

Japan  
 

7,433  -     -    - 574  8,007  1.0  

Other Pacific 29,928  -  -  (1,524) 2,584 30,988  4.1  
 
Other 

 
9,120 

 
1,476 

 
(1) 

 
 -    

 
(535) 

 
10,060 

 
 1.3  

  
662,593 

 
70,098 

 
 (309) 

 
(33,445) 

 
62,847 

 
761,784 

 
100.0 

 
 

 
Group income statement  

for the six months ended 30 June 2019 (unaudited) 

 30 June 2019 30 June 2018 
       
 Revenue 

      £000 
Capital 

     £000   
Total 

     £000 
Revenue 
      £000 

Capital 
     £000   

Total 
      £000 

       

UK dividends 11,990 - 11,990 10,618 - 10,618 
UK special dividends 893 - 893 669 - 669 
Overseas dividends  2,131 - 2,131 2,251 - 2,251 
Overseas special dividends 85 - 85 90 - 90 

 15,099 - 15,099 13,628 - 13,628 
                                               
Interest income 358 - 358 165 - 165 

Independent professional services 
fees 

 
17,634 

 
- 

 
17,634 

 
16,010 

 
- 

 
16,010 

Other income 27 - 27 69 - 69 

       
Total income  33,118 - 33,118 29,872 - 29,872 
       
Net gain on investments held at 
fair value through profit or loss 

         
- 

 
62,730 

 
62,730 

         
- 

 
5,939 

 
5,939 

 
Total income and capital gains 

 
33,118 

 
62,730 

 
95,848 

 
29,872 

 
5,939 

 
35,811 

       
Cost of sales (2,173) - (2,173) (1,548) - (1,548) 



  

Administrative expenses 
 

 
(11,114) 

 

 
(1,166) 

 

 
(12,280) 

 

 
(11,321) 

 

 
(289) 

 

 
(11,610) 

 

Operating profit  19,831 61,564 81,395 17,003 5,650 22,653 
       
Finance costs       
       
Interest payable  (660) (1,979) (2,639) (2,386) - (2,386) 
       

Profit before taxation 19,171 59,585 78,756 14,617 5,650 20,267 
       
Taxation (642) - (642) (578) - (578) 
       

Profit for  the period 18,529 59,585 78,114 14,039 5,650 19,689 

       
Return per ordinary share 
(pence) 

 
15.68  

 
50.42 

 
66.10 

 
11.88 

 
4.78 

 
16.66 

       
Diluted return per ordinary share 
(pence) 

 
15.68  

 
50.42 

 
66.10 

 
11.88  

 
4.78 

 
16.66 

 
 
 
Statement of comprehensive income  
for the six months ended 30 June (unaudited) 

 30 June 2019 30 June 2018 

 
Revenue 

£000 
Capital 

£000 
Total 
£000 

Revenue 
£000 

Capital 
£000 

Total 
£000 

Profit for the period 18,529 59,585 78,114 14,039 5,650 19,689 

Other comprehensive income 
for the period - - - - - - 

Foreign exchange on translation of foreign 
operations - 12 12 - 136 136 

Total comprehensive income for the 
period 

 
18,529 

 
59,597 

 
78,126 

 
14,039 

 
5,786 

 
19,825 

 

 

Group statement of financial position 
 

 

Unaudited 
30 June 2019 

£000 

Unaudited 
30 June 2018 

£000 

Audited 
31 December 

2018 
£000 

    

Assets    

Non-current assets    

Goodwill 1,952 1,932 1,952 

Property, plant and equipment 89 99 100  

Other intangible assets 135 154 186 

Investments held at fair value through profit 
or loss 761,784 771,784 662,593  

Retirement benefit asset 2,969 754 2,500 

Deferred tax assets - 639 11 

Total non-current assets 766,929 775,560 667,342 



  

Current assets    

Trade and other receivables 6,866 5,335 6,925  
Other accrued income and prepaid 
expenses 6,540 6,892 5,768  

Derivative financial instruments - - - 

Cash and cash equivalents 86,467 105,247 124,148  

Total current assets 99,873 117,474 136,841 

Total assets 866,802 893,034 804,183 

Liabilities    

Current liabilities    

Trade and other payables 11,525 11,629 11,888 

Corporation tax payable 662 456 199 

Other taxation including social security 656 800 583 

Deferred income 4,719 3,978 4,005 

Derivative financial instruments - 3,021 - 

Total current liabilities 17,562 19,884 16,675 

Non-current liabilities and deferred 
income    

Long-term borrowings 114,135 114,090 114,112 

Retirement benefit obligations - - - 

Deferred income 3,106 3,811 3,796 

Provision for onerous contracts 135 1,128 236 

Total non-current liabilities 117,376 119,029 118,144 

Total net assets 731,864 754,121 669,364 

Equity     

Called up share capital 5,919 5,918 5,919 

Share premium 8,916 8,790 8,904 

Own shares (1,332) (1,056) (966) 

Capital redemption 8 8 8 

Translation reserve 2,123 1,797 2,111 

Capital reserves 663,018 693,994 603,433 

Retained earnings 53,212 44,670 49,955 

Total equity   731,864 754,121 669,364 

Net Asset Value (pence) per share 619.37 638.21 566.27 

 
 
Group statement of cash flows 
 

 
Unaudited 

30 June2019 
£000 

Unaudited 
30 June 2018 

£000 

Audited 
31 December 

2018 
£000 

    
Operating activities    
Operating profit/(loss) before interest payable and taxation 81,395 22,653 (53,858) 
(Losses)/gains on investments (62,564) (5,650) 84,911 
Foreign exchange (gains) (1) (12) (7) 
Depreciation of property, plant and equipment 29 51 93 
Amortisation of intangible assets 56 41 85 
(Increase) in receivables (713) (807) (1,273) 
(Decrease)/increase in payables (344) 105 (138) 
Transfer (from) capital reserves (867) (114) (200) 
Normal pension contributions in excess of cost (469) (454) (600) 
    



  

Cash generated from operating activities 17,522 15,813 29,013 
    
Taxation (168) (147) (820) 
    

Operating cash flow 17,354 15,666 28,193 

    
Investing activities    
    
Acquisition of property, plant and equipment (17) (21) (70) 
Expenditure on intangible assets (5) (34) (110) 
Purchase of investments (70,098) (66,829) (113,396) 
Sale of investments 33,445 36,529 102,166 

Cash flow from investing activities (36,675) (30,355) (11,410) 

    
Financing activities    
Derivative financial instrument - 1,812 - 
Settlement of derivative financial instrument - - (1,390) 
Interest paid (2,639) (2,925) (5,748) 
Dividends paid (15,272) (13,942) (21,032) 
Proceeds of increase in share capital 12 3 118 
(Purchase)/sale of own shares (366) (23) 67 
    

Net cash flow from financing activities (18,265) (15,075) (27,985) 

    

Net (decrease)/increase in cash and cash equivalents (37,586) (29,764) (11,202) 

    
Cash and cash equivalents at beginning of period 124,148 134,011 134,011 
 
Foreign exchange (losses)/gains on cash and cash 
equivalents 

 
(95) 

 
1,000 

 
1,339 

    

Cash and cash equivalents at end of period 86,467 105,247 124,148 

    
     
    

Group statement of changes in equity 
 
 

 Called 
up 

share 
capital 

£000 

Share 
premium 

 
 

£000 

Own 
shares 

 
 

£000 

Capital 
redemption 

 
 

£000 

Translation 
reserve 

 
 

£000 

Capital 
reserves 

 
 

£000 

Retained 
earnings 

 
 

£000 

 
Total 

 
 

£000 

Balance at 1 
January 2019 

5,919 8,904 (966) 8 2,111 603,433 49,955 669,364 

Net gain for the 
period 

- - - - - 59,585 18,529 78,114 

Other 
comprehensive 
income 

- - - - - - - - 

Foreign exchange - - - - 12 - - 12 

Total 
comprehensive 
income for the 
period 

- - - - 12 59,585 18,529 78,126 

Issue of shares - 12 - - - - - 12 

Movement in own 
shares 

- - (366) - - - - (366) 

Dividend relating to 
2018 

- - - - - - (15,272) (15,272) 

Total equity at 30 
June 2019 

5,919 8,916 (1,332) 8 2,123 663,018 53,212 731,864 

         

 
 
 
Group segmental analysis 

 
 

 Investment trust Independent professional services                        



  

Group charges                                Total 

 
30 June 

2019 
30 June 

2018 
31 Dec 

2018 
30 June 

2019 
30 June 

2018 
31 Dec 

2018 
30 June 

2019 
30 June 

2018 
31 Dec 

2018 
30 June 

2019 
30 June 

 2019 
31 Dec 

2018 

       

       
£000 £000 £000 £000 £000        £000 £000 £000 

       
£000 £000 £000 £000 

Revenue 
 

            

Segment income 15,099 13,628 23,199 17,634 16,012 33,252 - - - 32,733 29,640 56,451 

Net gain on investments - - - 
 

- 
 

- 
 

- 
 

- 
 

- 
 

- 
 

- 
 

- 
 

- 

Other income 21 67 169 

 
6 

 
2 

 
7 

 
- 

 
- 

 
- 

 
27 

 
69 

 
176 

Cost of sales - - - 
 

(2,173) 
 

(1,548) 
 

(3,668) 
 

- 
 

- 
 

- 
 

(2,173) 
 

(1,548) 
 

(3,668) 

Administration costs 
 

(865) 
 

(1,665) 
 

(3,360) 
 

(10,249) 
 

(9,658) 
 

(19,345) 
 

- 
 

- 
 

- 
 

(11,114) 
 

(11,323) 
 

(22,705) 
Release onerous 
contracts 

 
- 

 
- 

 
- 

 
- 

 
- 

 
- 

 
- 

 
- 

 
319 

 
- 

 
- 

 
319 

 14,255 12,030 20,008 5,218 4,808 10,246 - -    319 19,473 16,838 30,573 

Interest (net) (360) (2,249) (4,372) 58 28 235 - - - (302) (2,221) (4,137) 

Return, including profit 

on ordinary activities 

before taxation 

 

 

 

13,895 

 

 

 

9,781 

 

 

 

15,636 

 

 

 

5,276 

 

 

 

4,836 

 

 

 

10,481 

 

 

 

- 

 

 

 

- 

 

 

 

319 

 

 

 

19,171 

 

 

 

14,617 

 

 

 

26,436 

Taxation - - - 

 
(642) 

 
(578) 

 
(1,183) 

 
- 

 
- 

 
(135) 

 
(642) 

 
(578) 

 
(1,318) 

Return, including profit 
attributable to 
shareholders 

 
13,895 

 
9,781 

 
15,636 

 
4,634 

 
4,258 

 
9,298 

 
- 

 
- 

 
184 

 
18,529 

 
14,039 

 
25,118 

 
Return per ordinary 
share (pence) 

 
 

11.76 

 
 

8.28 

 
 

13.23 

 
 

3.92 

 
 

3.60 

 
 

7.87 

 
 

- 

 
 

- 

 
 

0.16 

 
 

15.68 

 
 

11.88 

 
 

21.26 

Assets 825,358 821,211 764,771 

 
41,387 

 
71,596 

 
39,312 

 
57 

 
227 

 
100 

 
866,802 

 
893,034 

 
804,183 

Liabilities (123,636) (93,876) (121,239) (11,167) (43,909) (13,345) (135) (1,128) (235) (134,938) (138,913) (134,819) 

Total net assets 701,722 727,335 643,532 30,220 27,687 25,967 (78) (901) (135) 731,864 754,121 669,364 

             

The capital element of the income statement is wholly attributable to the investment trust. 

 
 

Principal risks and uncertainties  

The principal risks of the Corporation relate to the investment activities and include market price risk, foreign currency 

risk, liquidity risk, interest rate risk and credit risk. These are explained in the notes to the annual accounts for the year 

ended 31 December 2018. In the view of the board these risks are as applicable to the remaining six months of the 

financial year as they were to the period under review. 

 

The principal risks of the independent professional services business arise during the course of defaults, potential 

defaults and restructurings where we have been appointed to provide services. To mitigate these risks we work 

closely with our legal advisers and, where appropriate, financial advisers, both in the set up phase to ensure that we 

have as many protections as practicable, and at all other stages whether or not there is a danger of default. 

 

Related party transactions 

There have been no related party transactions during the period which have materially affected the financial position 
or performance of the group. During the period transactions between the Corporation and its subsidiaries have been 
eliminated on consolidation. Details of related party transactions are given in the notes to the annual accounts. 
 

Directors’ responsibility statement 
 
We confirm that to the best of our knowledge: 
 

 the condensed set of financial statements has been prepared in accordance with IAS 34 Interim Financial 
Reporting as adopted by the EU and gives a true and fair view of the assets, liabilities, financial position and 
profit of the group as required by DTR 4.2.4R; 

 

 the half yearly report includes a fair review of the information required by: 
 

(a) DTR 4.2.7R of the Disclosure Guidance and Transparency Rules, being an indication of important 
events that have occurred during the first six months of the financial year and their impact on the 
condensed set of financial statements; and a description of the principal risks and uncertainties for 
the remaining six months of the year; and 

 



  

(b) DTR 4.2.8R of the Disclosure Guidance and Transparency Rules, being related party transactions 
that have taken place in the first six months of the current financial year and that have materially 
affected the financial position or performance of the entity during that period. 

 
On behalf of the board 
 
Robert Hingley 
Chairman 
23 July 2019    

 
 

Basis of preparation 
 
The results for the period have been prepared in accordance with International Financial Reporting Standards (IAS 34 
– Interim financial reporting).   

 
The financial resources available are expected to meet the needs of the group for the 
foreseeable future. The financial statements have therefore been prepared on a going concern basis. 

 
The group’s accounting policies during the period are the same as in its 2018 annual financial statements, except for 
those that relate to new standards effective for the first time for periods beginning on (or after) 1 January 2019, and 
will be adopted in the 2019 annual financial statements. An assessment has been made of the impact of IFRS 16 
Leases on the annual financial statements. As a result of the current short-term nature of the group’s lease profile, the 
impact of this accounting standard does not constitute a significant change to the accounting policies of the group and 
the impact is immaterial. The accounting policies applied in these interim financial statements are therefore the same 
as those applied in the last annual financial statements. 
 

Notes 
 
1. Presentation of financial information  

The financial information presented herein does not amount to full statutory accounts within the meaning of 
Section 435 of the Companies Act 2006 and has neither been audited nor reviewed pursuant to guidance issued 
by the Auditing Practices Board. The annual report and financial statements for 2018 have been filed with the 
Registrar of Companies. The independent auditor’s report on the annual report and financial statements for 2018 
was unqualified, did not include a reference to any matters to which the auditor drew attention by way of 
emphasis without qualifying the report, and did not contain a statement under section 498(2) or (3) of the 
Companies Act 2006. 

 
2. Calculations of NAV and earnings per share 

The calculations of NAV and earnings per share are based on: 
        

NAV: shares at end of the period 118,162,211 (30 June 2018: 118,162,191; 31 December 2018: 118,205,909) 
being the total number of shares in issue less shares acquired by the ESOT in the open market. 
 
Income: average shares during the period 118,168,197 (30 June 2018: 118,160,332; 31 December 2018: 
118,174,550) being the weighted average number of shares in issue after adjusting for shares held by the ESOT. 

 
3. Listed investments 

Listed investments are all traded on active markets and as defined by IFRS 7 are Level 1 financial instruments. 
As such they are valued at unadjusted quoted bid prices. Unlisted investments are Level 3 financial instruments. 
They are valued by the directors using unobservable inputs including the underlying net assets of the instruments. 
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