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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. 
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invtrusts.co.uk
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WELCOME TO YOUR 
SPECIAL ISA EDITION 
OF INVESTMENT EDGE 
MAGAZINE.

2018 has been an interesting 
year for the stock market so  
far, with the market falling to  
its lowest point since 2016 
(which many have seen as a 
buying opportunity) despite 
investor sentiment remaining 
strong globally.  

With interest rates still 
lower than inflation, it’s 
a good time to consider 
what you’re doing with your 
hard-earned cash and if it’s 
doing the best it can. Inside 
Investment Edge, we’ve 
discovered where your money 
is best-placed over the long 
term to get it working harder 
for you.  

Overall, we want you 
to feel empowered and in 
control of your financial future 
and, although there are no 
guarantees, history tells us  
that over any 10 -year  

period, you’re 90% more  
likely to do better in shares 
than in cash (Barclays Equities 
Gilt Study 2016).

Within this ISA special, 
you’ll learn all about Stocks 
and Shares ISAs, including the 
key differences from a Cash 
ISA. You’ll also find out the 
importance of diversification 
in times of uncertainty or 
market lows and how to 
make the right choices with 
your cash. Additionally, 
we’ll provide you with some 
excellent investment ideas 
for your ISA to help you get 
started. 

We hope this special 
edition proves useful for you 
in the run up to the end of 
the tax year. Get in touch with 
us at feedback@shareview.
co.uk to let us know which 
bits you enjoy the most and 
sign up to our newsletter here 
to receive regular market 
news and tips.

The Shareview team

Introduction
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Stocks and Shares
ISAs
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An Individual Savings Account  
or ISA is a flexible and tax  
efficient investment vehicle. You 
can use your £20,000 annual 
allowance for a Cash ISA, which 
operates in much the same way 
as a typical savings account, or 
put your money into a Stocks and 
Shares ISA which allows you to 
invest in a range of different asset 
classes and instruments. 

Returns from any investments or 
savings held within the product 
are not subject to income tax or 
capital gains tax (CGT). This means 
through an ISA, we all have every 
opportunity to build a nest egg for 
that dream holiday, second home, 
children’s education or to support 
a decent standard of living in 
retirement.

Why choose a Stocks and    
Shares ISA?
According to HM Revenue and 
Customs around half of all UK 
adults have one and between 
them they have accumulated 
almost £500 billion of assets. A 
wide range of asset classes are 
available to you. These include 
individual company shares, 
from the UK and overseas and 
government or corporate bonds. 
Actively managed funds and 
exchange-traded funds (ETFs) 
are also a very popular and 
straightforward option as they can 
provide broad-brush exposure to 
an industry or geographic region 
for a relatively small outlay.

Shares offer both the potential 
for capital gain – if the share 
price goes up – and income from 
dividend payments. By reinvesting 
these dividends investors can 
secure a substantial long-term 
return from the stock market.

If you put money into an 
investment that delivers a 
consistent return – and then 
reinvest that cash as and when 
it is received - you capture the 
future returns on your reinvested 
profits as well as from your original 
investment. 

The effect is even more powerful 
with dividends because, as you 
increase your holdings of a 
particular stock, you increase the 

amount of dividend income you 
receive – as the level of payment 
is dependent on the number of 
shares you own.

Research by Shares Magazine 
indicates between 31 December 
2007 and 31 December 2017 
the FTSE 100 generated a total 
return of 149%. If an investor 
had put £10,000 into the market 
at the beginning of that period 
they would in theory be sitting 
on a handsome return, with that 
position worth £24,900 by the end 
of 2017. 

Based on the average UK interest 
rate over the same period the same 
£10,000 in cash savings would be 
worth £10,563.

How to go about it
Opening an ISA means choosing 
a product and provider which best 
suits your investment goals and 
is actually a very simple task. It is 
however, extremely important that 
you are able to trust your 
ISA provider. To ensure 
you are dealing with a 
genuine firm and not a 
fraudulent outfit, you can find 
a list of approved providers here 
(https://www.gov.uk/government/
publications/list-of-authorised-
isa-managers/isas-authorised-
managers).

Although you are not protected 
against the value of your 
investments falling, by going with 
an authorised firm you can enjoy 
the tax breaks associated with an 
ISA with confidence and you also 
know that the Financial Services 
Compensation Scheme will cover 
you up to £50,000 if the worst 
happens and your ISA provider 
was to go out of business.

It is also worth looking at the track 
record and financial backing of a 
prospective provider and there’s 
no harm in asking friends or family 
if they have any experience of 
dealing with them in the past.

If you already have several ISAs 
in place from previous years, 
you can choose to move them 
all to another provider. Your new 
provider will deal with the process 
of gathering the various funds 

into one account for you. Such 
a move would allow you to 
consolidate all your existing 
ISAs in one place.

Consolidation of various ISA 
holdings increases transparency 
and can make it easier to track 
how your investments are 
performing. If you’re building 
a portfolio of shares and 
funds across geographical and 
industry sectors, this helps to 
monitor your exposure, manage 
your asset allocation and spread       
the risk.
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HOW TO OPEN AN ISA

Once you have chosen a provider, setting up an account 
is very straightforward. You will usually have the option of 
applying online, over the phone or by sending an application 
form through the post and the whole process can take as little 
as ten minutes.

You will typically be asked to provide:

• Your address details for the past three years

• Your debit card details

• Your home telephone number

• A valid email address in order to receive your password 
and account confirmations by email

• Your National Insurance number

• Your date of birth

• Proof of nationality (if you are going to invest in individual 
shares)

The terms and conditions should be read before completing 
the application. Assuming your application is successful you 
will receive your account number at the end of the process.

Source: Shares Magazine

CASH ISA VS STOCKS AND SHARES ISA
TYPE OF  

PRODUCT
WHAT CAN  

YOU PUT IN IT?
IS YOUR MONEY 

PROTECTED?
WHAT KIND OF RETURN 

CAN YOU EXPECT?

CASH ISA CASH

YES, UP TO £85,000  
BY FINANCIAL 

SERVICES 
COMPENSATION 
SCHEME (FSCS)

IF YOU ARE PREPARED  
TO TIE UP YOUR  

CASH AROUND 2%;  
IF YOU WANT EASY  

ACCESS 1.2%

STOCKS AND 
SHARES ISA

SHARES, FUNDS, 
BONDS, ETFS 
AND MORE

NOT AGAINST 
INVESTMENT  

LOSS BUT UP TO 
£50,000 BY FSCS  

IF YOUR PROVIDER 
GOES BUST

ALTHOUGH PAST RETURNS 
ARE NOT NECESSARILY A 
GUIDE TO THE FUTURE, 

HISTORICALLY UK SHARES 
HAVE DELIVERED A TOTAL 
RETURN OF AROUND 10%



Polar Capital Technology Trust plc 
provides investors access to the 
growth potential of companies in the 
global technology sector. Managed 
by a team of dedicated technology 
specialists, this trust has grown to 
become a leading European investor 
with a multi-cycle track record – a 
result of the managers’ approach to 
investing, with the ability to spot 
developing technology trends early 
and to invest in those companies 
best placed to exploit them.

Healthcare is a long-term, secular 
growth sector as ageing populations 
drive the demand and the need for 
increased healthcare provision. 
Global healthcare spending was 
over $7.6 trillion in 2014 and is 
projected to grow faster than GDP. 
The political conundrum is how to 
deliver better healthcare to more 
people for less money. Healthcare 
companies with products or services 
that deliver demonstrable value  
and drive efficiency are well-placed 
for growth.

The Financial sector oils the wheels 
of the worldwide economy and 
is the largest sector globally. 
It includes banks, insurance 
companies, asset managers, stock 
exchanges, speciality lenders and 
fintech companies. Technological 
developments and regulatory 
changes post the financial crisis are 
leading to profound changes which 
are providing attractive investment 
opportunities in a sector in different 
stages of recovery and within 
underpenetrated emerging markets.

For more information visit:  
www.polarcapitaltechnologytrust.co.uk

For more information visit:  
www.polarcapitalhealthcaretrust.co.uk

For more information visit:  
www.polarcapitalglobalfinancialstrust.co.uk

As at 29 December 2017. This is not a financial promotion. Polar Capital Technology Trust plc, Polar Capital Global Financials Trust plc and Polar Capital Global 
Healthcare Trust plc are investment companies with investment trust status and as such their ordinary shares are excluded from the FCA’s (Financial Conduct 
Authority’s) restrictions which apply to non-mainstream investment products. Polar Capital LLP is a limited liability partnership number OC314700. It is 
authorised and regulated by the UK FCA and registered as an investment adviser with the US Securities & Exchange Commission. The information contained 
herein is subject to change, without notice, at the discretion of Polar Capital and Polar Capital does not undertake to revise or update this information in any way. 
No investment strategy is free of risk and there is no guarantee that the investment processes or strategies described herein will be profitable. The Trusts have 
not been approved, notified or registered in accordance with AIFMD for marketing to professional investors in any member state of the EEA. Therefore, this is 
only transmitted further to an investor in an EEA Member State at the senders own initiative.

GROWING OUR 
INVESTORS’ ASSETS 
SINCE 1996

HEALTHCARE IS A 
GROWTH SECTOR IN A 
LOW GROWTH WORLD

OILING THE WHEELS 
OF THE WORLDWIDE 
ECONOMY

Polar Capital Investment Trusts 
Polar Capital is a specialist, investment led, active fund management company, which is 35% owned by its 
Directors, founders and employees. 

We offer professional and institutional investors a wide range of geographical and sector funds based on a 
fundamental research driven approach, run by dedicated specialist teams. 

The Company manages three sector-focused investment trusts, covering three of the largest sectors in the 
world: Global Technology, Global Healthcare and Global Financials. Polar Capital manages over £2 billion 
across these three investment trusts for a very diverse shareholder base.

POLAR CAPITAL GLOBAL 
HEALTHCARE TRUST PLC

Polar Capital Global  
Financials Trust plc

https://data.shareview.co.uk/quote/?https=0&hideSearch=0&hideTabs=0&hideTradeNow=0&hideNav=1&xdjs=https%3A%2F%2Fwww.shareview.co.uk%2F4%2Feq%2Fscripts%2Fequiniti-cross-domain-script.js&epic=PCT
https://data.shareview.co.uk/quote/?https=0&hideSearch=0&hideTabs=0&hideTradeNow=0&hideNav=1&xdjs=https%3A%2F%2Fwww.shareview.co.uk%2F4%2Feq%2Fscripts%2Fequiniti-cross-domain-script.js&epic=PCGH
https://data.shareview.co.uk/quote/?https=0&hideSearch=0&hideTabs=0&hideTradeNow=0&hideNav=1&xdjs=https%3A%2F%2Fwww.shareview.co.uk%2F4%2Feq%2Fscripts%2Fequiniti-cross-domain-script.js&epic=PCFT
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T hey have been working together since 
they joined Baillie Gifford’s Global Income 
Growth team, and began making decisions 

on stock selection for SAINTS’ portfolio in 2013. 
Having also been deputy managers of the trust 
before becoming joint managers last August, 
very little changed. Indeed, it’s been pretty much 
business as usual, according to Ross.

“The critical thing,” he says, “is trying to find 
between 60 and 70 businesses that can deliver 
growth as well as income. We have a low turnover 
of companies in the portfolio and we’re not 
planning to make big changes. What has changed 
since we became joint managers is we have had 
a fresh think about the companies we believe are 
exciting.” 

On to this list has come, for instance, the 
American company RPM. As Dow explains, RPM 
has an unusual business model within the coatings 
industry, with brands such as Stonhard and Rust-
Oleum. The company has been run by the same 
family for almost 50 years and they are strongly 
committed to increasing the dividend alongside 
the growth they target in earnings. Indeed, RPM 
has increased its dividend for the last 44 years 
consecutively, longer even than SAINTS’ own 
record of 37 years.

“What we like about RPM is the culture the 
management have built over several decades”, 
says Dow. “They look for entrepreneurial start-
up companies whose founders have developed 
successful niche products. RPM acquires these 
companies with the expectation the entrepreneurs 
will stay on and enjoy access to RPM’s excellent 
global distribution network, with support to grow 
their business further”.

The emphasis on growth is quite unusual for 
an income trust manager, and SAINTS’ portfolio 
reflects this. “A lot of income trusts are heavily 
skewed towards the likes of banks, utilities 
and telecoms, but we think dividends in those 
companies are often quite risky,” explains Ross. 
“With oil companies, for instance, there isn’t a 
lot of cash generated because they have to sink 
billions of dollars into the ground just to maintain 
their production levels. So there is always a tension 
between dividends and growth.”

Ross and Dow don’t want to invest in companies 
where there is this kind of tension. Over half of 

TOBY ROSS AND JAMES DOW, JOINT MANAGERS OF THE SCOTTISH AMERICAN INVESTMENT COMPANY 
(SAINTS) DISCUSS HOW THEY LOOK FOR BUSINESSES THAT CAN DELIVER GROWTH AS WELL AS INCOME.

SAINTS GOES  
MARCHING ON
Words by Heather Farmbrough 

ADVERTORIAL

Co-managers, James Dow and Toby Ross, look for companies that 
will be able to grow dividends in real terms but which can also be 

relied upon to continue providing them during times of stress.

Source: Baillie Gifford & Co, data as at 31 Dec 2016.

Past performance is not a guide to future returns.

DIVIDEND RATES

SAINTS 2012 2013 2014 2015 2016

Total dividend per 
ordinary share (net)  – 

pence per share
9.8 10.2 10.5 10.7 10.825

https://data.shareview.co.uk/quote/?https=0&hideSearch=0&hideTabs=0&hideTradeNow=0&hideNav=1&xdjs=https%3A%2F%2Fwww.shareview.co.uk%2F4%2Feq%2Fscripts%2Fequiniti-cross-domain-script.js&epic=SCAM
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ADVERTORIAL

Data to 30 September 2017 unless otherwise stated. Please remember that the value of a stock market investment and any income from it can fall as well 
as rise and investors may not get back the amount invested. Investments with exposure to overseas securities can be affected by changing stock market 
conditions and currency exchange rates. Investing in emerging markets is only suitable for those investors prepared to accept a higher level of risk. This 
is because difficulties in dealing, settlement and custody could arise, resulting in a negative impact on the value of your investment. A Key Information 
Document is available by visiting www.bailliegifford.com.
The views expressed in this article are those of the individual managers and should not be considered as advice or a recommendation to buy, sell or hold a 
particular investment. They reflect personal opinion and should not be taken as statements of fact nor should any reliance be placed on them when making 
investment decisions. 
Baillie Gifford Savings Management Limited, Baillie Gifford & Co Limited and Baillie Gifford & Co are authorised and regulated by the Financial Conduct 
Authority and are based at Calton Square, 1 Greenside Row, Edinburgh EH1 3AN. The investment trusts managed by Baillie Gifford & Co Limited are listed 
on the London Stock Exchange and are not authorised or regulated by the Financial Conduct Authority. The index data referenced herein is the property of 
one or more third party index provider(s) and is used under license. Such index providers accept no liability in connection with this document. For full details, 
see www.bailliegifford.com/legal

the dividends paid by FTSE All-Share companies in 
2017 were paid by just 10 companies – with just three 
companies (Royal Dutch Shell, HSBC Holdings and BP) 
representing 30 per cent of the total.

Instead, Ross and Dow like companies that don’t 
require a lot of capital to grow and which will generate 
cash. They prefer to invest in stocks such as Anta Sports, 
the rapidly growing Chinese footwear business, a holding 
since October 2014. They believe that it has strong profit 
growth potential and can pay a high and rising dividend 
at the same time. 

While their approach hasn’t changed since becoming 
managers, Ross and Dow have come to believe even 
more strongly that it is important to find companies which 
can deliver both growth and income, rather than one or 
the other. They firmly believe this is the way to achieve 
long-term capital growth alongside income growth. 

As Dow points out, “One of Baillie Gifford’s great 
strengths is its research into growing companies. We’re 
keen as managers to make sure we get the benefit of 
those ideas. We then ask: do any of them pay a high 

income? If the answer is yes, we have ended up with 
some good ideas for SAINTS, although we have arrived 
at this decision via a different route from our colleagues 
elsewhere in the firm, because of the long-term focus we 
place on the dividend.” 

Indeed, over 80 per cent of SAINTS’ equity portfolio 
is invested in companies outside the UK. This helps to 
reduce risk and provide a dividend income which is not 
entirely dependent on one economy. 

So what happens if they don’t agree about buying or 
selling a stock? Well, since 2013, decisions have been 
put to a three-way vote. Now they are managers, another 
member of the Global Income Growth team – Vera 
German – is the third decision maker.

As Ross says: “All three of us share the same objective 
– to provide our shareholders, who have a long-term 
horizon, with a dependable and growing income for 
many years to come. As managers, we are focused on 
generating long-term income rather than short-term yield. 
This has been the strategy of the trust for many years and 
we believe in it, and intend to carry on.”

https://data.shareview.co.uk/quote/?https=0&hideSearch=0&hideTabs=0&hideTradeNow=0&hideNav=1&xdjs=https%3A%2F%2Fwww.shareview.co.uk%2F4%2Feq%2Fscripts%2Fequiniti-cross-domain-script.js&epic=SCAM
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The importance of
diversification

MOST OF US are hungry 
for help when it comes to 
investing. Many people want 
to put money aside for later in 
life but don’t want, or cannot 
afford, to pay for financial 
advice. They just need 
someone to put them on the 
right path for their investment 
journey by providing exposure 
to a diverse range of asset 
classes in one go.

Diversity is important.  
When building and managing 
an investment portfolio you 
need to ensure you have a 
good mix of investments as 
this can help protect your 
return. 

If you are reliant on a few 
core holdings in a particular 
sector or asset class, then an 
unforeseen event could have 
negative consequences for 
your portfolio.  

A diversification strategy 
would see other holdings 
unaffected or perhaps even 
rising in value as they benefit 
from this development. 

PLENTY OF CHOICE
The good news is retail 
investors have a far greater 
degree of choice than they 
enjoyed in the past and can 
hold any number of different 
asset classes – from shares 
to commodities, bonds and 
currencies in the same way as 
a professional would.

But while diversification is 
important, it is also crucial 
that you do not spread your 
holdings too thinly. As a rule 
of thumb, monitoring more 
than 20 investments would be 
difficult for all but the most 
active investors. 

The natural solution is 
to invest in simple, low-
cost, diversified funds and 
exchange-traded funds (ETFs). 
One of the advantages of 
collective investments is you 
can quickly build a diversified 
portfolio even if you do not 
have huge amounts of money 
to invest. You could, for 
example, put £1,000 in a fund 
with 100 separate holdings. 
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Funds are also a means of gaining 
exposure to fast-growing markets, 
such as China or India, which 
would otherwise be difficult for a 
retail investor to access.

There are thousands of different 
funds from which to choose, 
although you can narrow down 
your selection by looking for 
funds with a decent track record 
of performance. You cannot 
guarantee this will be replicated in 
the future, but you can probably 
have greater confidence than you 
would in a fund with a very patchy 
record. 

You should also choose a range 
of sectors and that gives you 
exposure independently to one 
another. That way when one is 
doing well, and another isn’t, you 
know at least part of your portfolio 
is on track. Similarly, if you invest in 
a combination of shares and funds, 
steer clear of owning funds which 
hold large stakes in individual 
shares you already hold.

THE SIMPLE WAY TO DIVERSIFY
A really simple way of achieving 
diversification is through multi-
asset funds, which invest in other 
funds or in a mix of shares, bonds, 
direct property and cash across 
different countries and sectors.

Multi-asset funds are included 
in the Investment Association’s 
sectors ‘Mixed Investment 0-35% 
Shares’, ‘Mixed Investment 20-60% 
Shares’ or ‘Mixed Investment  
40-85% Shares’. The names of 
these categories indicate how 
much of the fund’s portfolio will 
the invested in stocks and shares. 

There are also rules about their 
holdings in other asset classes and 
currencies, but the exact exposure 
will vary from one fund to another 
so don’t assume they’re all the 
same: there are lots of different 
investment styles within each 
sector.

The way you approach 
diversification is unlikely to stay 
the same. At different stages of 
your life, your attitude to risk will 
vary which will affect the balance 
of your portfolio.  For example, a 
35-year-old with 20 years of further 
employment ahead of them may 
feel they can afford to take more 
risk with their investments than a 
50-year-old nearing retirement.

60%

40%

60%

TO HELP YOU, BELOW ARE THREE BASIC HYPOTHETICAL 
PORTFOLIOS: 

PORTFOLIO 2

PORTFOLIO 1

PORTFOLIO 3

• 55-years-old

• Low risk

• Targets 5% per 
annum to top up 
pension

• Asset mix

• 50-years-old

• Medium risk

• Targets 7.5% per 
annum to top up 
pension

• Asset mix

• 35-years-old

• High risk

• Targets 10% per 
annum to top up 
pension

• Asset mix

BONDS EQUITIES

COMMODITIES PROPERTY
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10%

10%

10%

10%

10%

10%



WHY THE TIGER 
ECONOMIES ARE 
POISED TO POUNCE

ADVERTORIAL

AFTER SEVEN YEARS of flat earnings growth, the Asian 
market is showing signs of life again. The Tiger economies 
are waking up and are on the prowl, led by a resurgent 
China.

Asian stocks, excluding Japan, outperformed the world 
in 2017 (see Chart 1) and many analysts believe the region 
is likely to continue its growth story through 2018 and into 
2019, but of course analyst forecasts are by no means a 
guarantee of performance.

We believe it might be a good time to invest in Asia, but 
the way we thought about the region in the past is not 
how we should think about it in the future — gone are 
the days when local companies supported the growth of 
global brands through manufacturing and production lines, 
only for a Western company to stamp its logo on the final 
product.

Most of my investment career has been looking at Asia 
in a particular way. Asia has historically been pretty cyclical; 
it’s been geared into whatever the rest of the world has 
been doing. So, if the world was growing quickly then Asia 
was growing quickly because it was making products and 

selling it to the rest of the world. That’s the old story 
– exports and outsourcing, which Asia has done very 
well out of. The problem, we think, is that this story is 
probably at an end. 

Firstly, low cost labour is not low-cost anymore – 
especially in China, where wage growth has been quite 
rapid. Secondly, Asia’s market share of world-produced 
goods is so high they can’t gain any more market share. 
As of May last year, Chinese companies accounted for 
more than 25% of the global manufacturing industry, 
while the country was the leading producer of 220 of the 
world’s 500 major industrial products. (Source: Ministry 
of Commerce of the People’s Republic of China, May 25, 
2017).

In terms of growth, where does China go from here? 
Firstly, we think it may see a new kind of growth coming 
from within China – and Asia generally, with local brands 
eating into the market share of multinational companies 
in local markets. The next growth leg of Asia will then 
come from increasing the value of the goods it sells to 
the rest of the world.

Mike Kerley, Fund Manager of Henderson Far East Income Ltd and Director of Pan 
Asian Equities at Janus Henderson Investors discusses how local Asian companies 
are challenging multinational brands and driving growth across the region.

https://data.shareview.co.uk/quote/?https=0&hideSearch=0&hideTabs=0&hideTradeNow=0&hideNav=1&xdjs=https%3A%2F%2Fwww.shareview.co.uk%2F4%2Feq%2Fscripts%2Fequiniti-cross-domain-script.js&epic=HFEL


ADVERTORIAL

CHINA ON THE CUSP OF CHANGE
Historically, companies in the US have really grown over the 
years because they have been at the cutting edge of new 
technologies and new areas of growth. Asia has generally 
been associated with the low-cost stuff. That’s changing.

China is at the forefront of this change, and for the first 
time ever, we believe China will spend more on research 
and development (R&D) this year than the US and within 
five years we think it may spend more than the EU and 
US put together (see Chart 2 on next page). This is a huge 
shift and it’s in new areas, like electric vehicles, renewable 
energy, healthcare, artificial intelligence and virtual reality 
– things we will embrace in years to come and have the 
potential to become part of our day-to-day lives.

Our belief that China will lead Asia’s cutting-edge growth 
story stems from the increasing number of patents filed 
from the country, and across the Asian continent. Even on 
the manufacturing side, China is working to improve its 
efficiency and productivity. Of course, filing patents does 
not necessarily equal growth or economic success. But as 
you can see in Chart 2, China is producing more robotics on 
an annual basis than South Korea and the US put together, 
and we believe the efficiency of their manufacturing over 
time will continue to improve.

So, what does all this mean for investors? Historically, 
Asian growth has been accessible for investors via Western 

firms selling goods into the region – think HSBC, Louis 
Vuitton and BMW, for example. That’s probably not the 
way we can look at it going forward. Local companies 
are targeting the market share of global brands as the 
quality of their goods and services improves.

Take ANTA Sports, a Chinese sportswear brand with 
ambitions to take on behemoths like Adidas and Nike – 
both at home and in international markets. The Chinese 
brand has been the official sponsor to the country’s 
Olympic teams since 2012, but started life in 1994 as 
a little-known manufacturer for other brands. Global 
market leader Nike has a larger market share in China 
than ANTA, but although Nike is still enjoying growth 
in the Chinese market, it is slower than ANTA’s, who’s 
market share has been consistently increasing in recent 
years.

ASIAN BRANDS TO COMPETE GLOBALLY
This is a familiar pattern developing across Asia in different 
sectors. The next step is to be competitive internationally. 
How many Chinese brands are we going to start seeing in 
our shops? Some of these brands already have a sizeable 
presence in Western markets. For example, Chinese video 
surveillance company Hikvision has grown to become the 
largest CCTV hardware provider in the world – although 
not many of us would recognise the name.

Chart 1
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A more familiar brand, perhaps, is Alibaba. The 
e-commerce platform was founded in 1999 in Hangzhou, 
China, and has grown from humble beginnings to become 
a global enterprise worth around $480 billion at the end of 
2017 (Source: Bloomberg, March 7, 2018).

Alibaba’s success has a similar look and feel to US 
rival Amazon. The Seattle-based giant’s shares jumped 
58% in 2017 (Source: Bloomberg, November 24, 2017) 
– turning founder and chief executive Jeff Bezos into 
the world’s richest man. The US online retailer broke its 
single-day sales record during the online sales holiday 
Cyber Monday, which saw Americans spend a total of 
about $6.6bn through online channels (Source: Adobe, 
November 27, 2017). This was dwarfed by the Chinese 
equivalent, which takes place on November 11th and is 
referred to as ‘Double Eleven’ or ‘Singles Day’.

In 2017, Alibaba generated $25.3 billion worth of sales 
on Singles Day (see Chart 3). At the peak of the event, 
Alipay, the online payment system created by Alibaba, 
was processing 256,000 transactions per second. Some 
800 million parcels were delivered on the back of this. 

The first one was delivered within 12 minutes. (Source: 
Alibaba Group, November 12, 2017)

This gives you some idea of what is happening – China 
is embracing change, Asia too, but it is most acute in 
China. If people were worried about China’s spending 
on infrastructure – we believe that it is improved 
infrastructure that is facilitating this change.

ECONOMIC AND POLITICAL HEADWINDS
Of course, the region’s growth is still vulnerable to economic 
and political risks. For most investors with interests in Asian 
markets, the war of words between US President Donald 
Trump and North Korea’s leader Kim Jong-Un will, quite 
rightly, have been a cause for concern. But the thawing of 
inter-Korean relations is a positive story for investors in Asia. 
North Korea’s most likely act of war would probably be to 
hit the South Korean capital of Seoul, but in light of the two 
countries’ cooperation during the 2018 Winter Olympics in 
Seoul – and the North Korean leader’s visit to the South’s 
capital this month – we are taking some encouragement 
that the situation is improving.

ADVERTORIAL

Chart 2

Moving up the value chain
Innovation – a clear driver of growth
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Another major risk to the growth ambitions of local 
Asian companies is the protectionist strategy outlined by 
Trump during his presidential campaign. One of Trump’s 
first major acts in the White House was to withdraw the 
US’ signature from the Trans-Pacific Partnership – a multi-
lateral trade agreement between 11 countries. Since then, 
however, the former TV reality star has not delivered 
on a number of promises, and his speech at the World 
Economic Forum’s meeting in Davos in January carried a 
much more conciliatory tone. 

Nevertheless, Trump’s recent proposal to impose a 
25% tariff on steel imports and a 10% tariff on aluminium 
imports might cause some nervousness for investors. 

From China’s perspective, however, exports have become 
less and less important to the national economy, dropping 
as a percentage of the country’s GDP from 37% to 19.6% 
in the 10 years between 2006 and 2016.   

In our view, we think this all points towards sustained 
growth in Asia, and that local companies will facilitate 
this growth, rather than Western brands selling goods 
into Asia. We believe there is significant earnings growth 
potential for local Asian brands and we hope this will be 
matched by dividends growth.

www.janushenderson.com/ukpi/fund/201/
henderson-far-east-income-limited

The information in this article does not qualify as an investment recommendation.
The value of an investment and the income from it can fall as well as rise and you may not get back the amount originally invested.  
Prospective investors should be aware of the risks of investing in shares listed on emerging markets, which may be more volatile than more 
developed stock markets.
Changes in the rates of exchange between currencies may cause your investment/the income to go down or up.
Issued in the UK by Janus Henderson Investors. Janus Henderson Investors is the name under which Janus Capital International Limited (reg no. 
3594615), Henderson Global Investors Limited (reg. no. 906355), Henderson Investment Funds Limited (reg. no. 2678531), AlphaGen Capital Limited 
(reg. no. 962757), Henderson Equity Partners Limited (reg. no.2606646), (each incorporated and registered in England and Wales with registered 
office at 201 Bishopsgate, London EC2M 3AE) are authorised and regulated by the Financial Conduct Authority to provide investment products and 
services.

Chart 3

China’s e-shopping festival
China spent more online in 13 hours than
India did in all of 2016
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The cash
conundrum 

Maintaining some liquidity in your portfolio is also 
a good idea – without it you could be left behind 
by fast moving markets and fail to make the most of 
opportunities as and when they arise.

In a report on fund managers by equity strategy 
boutique Mirabaud Securities published several 
years ago the author noted ‘fund managers with 
dry powder can make purchases without first being 
required to sell existing holdings which themselves 
may have become cheaper’.

This lesson applies just as much too ordinary investors 
as it does to big institutions.

MAKING THE RIGHT CHOICE

The question of how much of your portfolio to 
retain as cash is a matter of personal preference 
but anything up to 5% is probably a reasonable 
sum. If the markets are becoming more volatile it 
might make sense to increase the cash element of 
your portfolio both to provide yourself with some 
protection against market losses and to be in a 
position to snap up undervalued shares ahead of a 
future recovery.

ANYONE WITH even a passing knowledge of the 
economic landscape of the last decade will not  
need reminding that the value of investments can  
go down as well as up. One possible response to  
the volatility afflicting the financial markets would 
be to put all your cash in the bank as, in theory, 
this cash should be protected by a national 
compensation scheme.

But there is a subtle hazard to locking your cash up 
in a deposit account – inflation. But there is a subtle 
hazrd to locking your cash up in a deposit account 
- inflation. It is not know as the ‘cruelest tax’ for 
nothing. If the interest rate on your savings fails to 
keep up with inflation then the spending power of 
your money will fail.  

Although the merits of cash as an asset class  
look weak, most of us will still want to have 
some tucked away for periods of unemployment, 
unexpected bills, holidays, home improvement 
projects, and, even if you are ready to put your 
money to work in the market, to take advantage of 
new investment options. 

In terms of an emergency fund, a good rule of 
thumb would be to have the equivalent of at least 
three months’ salary squirreled away. 
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WHEN CASH IS SOVEREIGN

We noted earlier in this article how the value 
of cash can be eroded by inflation – well, 
in a deflationary environment, where prices 
are falling, the opposite is true. Cash is then 
among the safest investments you can make 
because, as prices fall, its buying power 
increases. So, if deflation strikes it would also 
be a good idea to pay down debt to avoid 
losing any of your increasingly precious pounds 
and pence to interest payments.

Where this cash should be held? The process 
of finding the best available interest rates has 
become increasingly simple, with the emergence of 
several price comparison websites, including www.
moneysupermarket.com, giving you the run down on 
which of the various UK savings providers offer the 
most attractive rates.

This is particularly relevant in an environment where 
central bank interest rates remain close to record 
lows, governments are effectively printing cash in an 
attempt to prop up a tottering economic recovery 
and, despite falling significantly, the consumer prices 
index (CPI) measure is still running, at least at the 
time of going to press, at just less than 3%.

The only way savers can hope to secure any sort 
of real return is to tie their cash up in a long-term 
savings account but this could prevent you from 
accessing your money when you need it. It is possible 
to reduce your tax exposure by putting your money 
in a Cash ISA. This makes interest payments exempt 
from taxation. And with the generous annual ISA 
limit of £20,000 there should be plenty of scope to 
shield your investments from HMRC too.  

SAFETY FIRST

The level of protection afforded UK savers has been 
stepped up since the onset of the credit crunch 
and collapse of Northern Rock in 2008. Under the 
Financial Services Compensation Scheme (FSCS) all 
UK regulated current, savings accounts and Cash 
ISAs are protected up to a total of £85,000. Meaning 
if your bank or other savings provider goes out of 
business the scheme will compensate you for any 
loss below this threshold. 



Disclaimer:
1Financials Sector: MSCI World Financials + Real Estate Index. 1 July 2013 to 30 November 2017. Total Return in GBP terms. 2PCFT NAV Total Return. Since launch: 1 July 2013 to 
30 November 2017. Total Return in GBP terms. Source: Polar Capital, December 2017 - This is not and does not constitute an offer or solicitation of an offer to make an investment 
into any Fund or Company managed by Polar Capital. Polar Capital Global Financials Trust plc is an investment company with investment trust status and its ordinary shares are 
excluded from the FCA’s (Financial Conduct Authority’s) restrictions which apply to non-mainstream investment products. All opinions and estimates constitute the best judgement 
of Polar Capital as of the date hereof but are subject to change without notice and do not necessarily represent the views of Polar Capital. Performance is stated net of fees and 
expenses and includes the reinvestment of dividends and capital gain distributions. Past performance is not a guide to, or indicative of, future results. A loss of principal may occur. 
The following benchmark is used: MSCI World Financials and Real Estate Index (£ adjusted). This benchmark is a broad based index which is used for comparative/illustrative 
purposes only and reflects reinvestment of dividends and, where applicable, capital gains. Investment results and volatility of the Fund may differ from the Benchmark. Please refer 
to www.msci.com for further information on this index. 

POLAR CAPITAL 
GLOBAL FINANCIALS 
TRUST PLC

ADVERTORIAL

When the Polar Capital Global Financials Trust plc (“PCFT”) 
was launched in July 2013 - to provide a lower risk way for 
investors to gain exposure to the financials sector - for many 
the sector at the time was still, but not without good reason, 
uninvestable; it was also too complicated and hard work. 
The fact that the financials sector has delivered 68.7%1 in the 
intervening period and the Trust 70.6%2, is at odds with the 
perception of the sector. Including what UK banks have paid 
out in PPI redress in recent years, banks have in total paid out 
over $450bn in fines since 2008. Post financial crisis regulation 
has lifted capital requirements and compliance costs much 
further than anyone envisaged, the latter by six-fold for many 
U.S. institutions. Last year the impact of low and negative 
interest rates raised the prospects of profitability of the sector 
being crushed.

But the easy mistake is to look at the sector through the lens 
of the failings of a very small number of large banks or to 
extrapolate short term macro trends too far into the future. 
The financial sector is the largest sector globally representing 
between 18.1% and 21.2% of global indices, depending 
whether one includes real-estate investment trusts. It is not only 
about banks which have many different guises from private 
banks to commercial banks and large so-called universal banks 
which represent the largest part of the sector. It also includes 
insurance companies, life assurance companies, insurance 
brokers, stock exchanges, asset managers and wealth managers 
as well as the more esoteric such as gold lenders and so on. 
There are therefore significant opportunities within it to find 
attractive investments. 

It pays to remember that, for the most part, the financial 
sector does well when the economies and financial 
markets in which they operate are performing well. 
But in contrast to previous economic cycles it is also a 
beneficiary of rising interest rates. As interest rates have 
remained low since the financial crisis so margins of 
banks have come under pressure. We have started to 
see the reverse happen as US interest rates have started 
to rise which has led to stronger earnings expectations 
and share prices. If the Eurozone economy continues 
to improve then their banks too will be significant 
beneficiaries. In Asia and Emerging Markets, longer term 
structural drivers from the much lower levels of consumer 
debt and higher savings ratio offer significant growth 
potential long term.

There are eight fund managers and analysts in the 
financials team at Polar Capital, one of the largest if 
not the largest team’s investing in the sector managing 
$2.3bn of assets. The increased capital requirements and 
regulation since financial crisis has significantly lowered 
the risk of the sector. With many companies trading 
on undemanding valuations it offers the potential to 
continue to surprise to the upside.

For further information please visit:                                         
www.polarcapitalglobalfinancialstrust.co.uk

Author: Nick Brind, Fund Manager,                                     
Polar Capital Global Financials Trust plc.

“Opportunity is missed by most people because it is dressed in overalls and looks like work” – Thomas A Edison
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Ideas
for your ISA

In many ways, setting up an ISA 
is the easy part. Once you’ve 
selected the right account for you, 
you can fund it with a lump sum 
if you have one at your disposal 
or alternatively drip feed cash 
into it on a monthly basis. What 
can be more difficult, assuming 
you’ve gone down the Stocks & 
Shares ISA route, is deciding what 
to invest in. To help you with this 
process, Tom Sieber from Shares 
Magazine has identified some 
potential long-term selections for 
your ISA. Remember the value of 
investments can go down as well 
as up and these ideas are merely 
intended as a starting point for 
your own research.
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Trade Now

Trade Now

THREE 
INVESTMENT 
TRUSTS FOR 
YOUR ISA

Trade Now

Temple Bar Investment  
Trust (TMPL)
Portfolio manager Alastair 
Mundy has been in place since 
November 2002 and adopts a 
contrarian approach to investing. 
This involves buying companies 
on the FTSE 350 index which 
have at least halved from their 
peaks but which have reasonable 
balance sheets. Stocks are then 
held for around four to five years 
to allow time for the companies 
to turn around. This investment 
strategy makes periods of 
underperformance almost 
inevitable but over the long term 
it has underpinned considerable 
value creation. Over the last 
decade the trust has delivered an 
annualised return of 11%.

Personal Assets Trust (PNL)
Late manager Ian Rushbrook is 
an important factor in the fund’s 
early success. Rushbrook, who 
managed the fund since it was  
set up in the 1980s, died in 
October 2008. Management of 
the fund passed to Sebastian 
Lyon in early 2009. Its investment 
policy is to protect and increase 
(in that order) the value of 
shareholders’ funds per share 
over the long term. The portfolio 
contains a mixture of UK, US, 
Canadian and European-listed 
stocks, as well as gold, cash and 
index-linked bonds.

Fidelity European Values (FEV)
Investors seeking exposure 
to Europe should consider 
prioritising companies with 
progressive dividends, rather 
than high growth stocks, as these 

could outperform over time. One 
investment trust that adheres to 
this approach is Fidelity European 
Values. It seeks to achieve long-
term capital growth principally 
from the stock markets of 
continental Europe. Manager Sam 
Morse follows three key investing 
principles. First is a bottom-up 
stock selection with a focus on 
dividend growth. He takes a 
long-term view which improves 
performance and reduces 
costs. Morse also has a cautious 
approach, stemming from his 
belief that managing downside 
risk creates a strong foundation 
for long-term outperformance. 
Morse invests in companies 
based on their prospects for 
producing dividends and 
dividend growth as this indicates 
steady structural growth. Its 
portfolio positions include food 
giant Nestle, cosmetics colossus 
L’Oreal, healthcare company 
Novo-Nordisk and Helsinki-listed  
insurer Sampo.

SPDR S&P UK Dividend 
Aristocrat ETF (UKDV)
The ETF provides access to the 
30 highest yielding UK companies 
that have managed to either 
maintain or grow dividends for 
at least 10 years in a row. This 
screening method means you 
don’t get exposure to companies 
that have irregular dividends. The 
index also provides some level of 
futureproof protection in  
that it will remove any companies 
should they break the sustained/
growing dividend rule. Dividends 
are paid once every six months. 
The in-built fee is 0.3% each year.

iShares MSCI World UCITS  
ETF (IWRD)
This is a global product which 
aims to track the performance of 
the MSCI World Index. The index 
comprises more than 1,600 large 
and mid-cap stocks across 23 
developed countries. The index is 
well-diversified on  
a sector basis, providing exposure 
to the financials, IT, consumer 
discretionary, healthcare, 
industrials, consumer staples, 
telecoms, materials  
and energy sectors. MSCI 
describes the index as a ‘building 
block’ around which investors can 
build a portfolio. For example, 
you could consider adding 
small cap exposure, emerging 
markets, specific sectors or ETFs 
which focus on particular stock 
characteristics.

iShares Diversified Commodity 
Swap (ICOM) 
Commodities have a place in a 
diversified portfolio. Exposure  
to a range of commodities  
from seven different sectors 
can be achieved through this 
exchange-traded fund (ETF) 
which has an ongoing charge 
of 0.19%. The product seeks to 
track the performance of several 
different commodities markets. 
The sectors which the ETF targets 
include energy, agriculture, 
industrial metals, precious metals 
and livestock.

THREE 
EXCHANGE-
TRADED FUNDS 
FOR YOUR ISA

Trade Now

Trade Now

Trade Now



A day in the life of… 
Joelle Taylor  
Written 
communications  
team member

1.
What does a written team 
member do?

A written communications team 
member deals with customer 
queries which have been sent in 
by secure message or by email. 
On a day to day basis, we may 
deal with anything ranging from 
changing personal details to 
dividend or corporate action 
queries. One of my favourite 
things about working on this 
team is the variety of questions 
we receive and I always look 
forward to an investigation. 

2.
What kind of skills or 
qualifications do you need  
for your job?

First of all, it is important to have 
great written communication 
skills. You need to be able to 
clearly explain, in writing, the 
problem or outcome in a way 
that our customers are able to 
understand. The majority of what 
we learn is picked up on the job, 
so you need to be able to pick 
things up quickly. 

3.
Tell us about a typical  
working day…

I usually start my day dealing with 
any corporate action elections 
our customers have made 
overnight. I need to ensure we 
have taken elections correctly 
and then will pass them onto our 
corporate action department. I 
will then move onto answering 
customer queries. Some may be 
fairly straight forward where as 
other may require me to contact 
other departments to receive an 
answer. 

4.
What is your favourite part  
of working as a member of  
the written team?

I feel it is important to actually 
listen and understand our 
customers so working on the 
written team allows me to do 
this. By dealing with customers 
directly I am able to take note 
and solve their issues which I feel 
is a great achievement. I also love 
the colleagues I work with. We 
work great as a team and get on 
really well!

5.
… and what are the challenges?

Every day we are faced with 
challenges and we never really 
know what we may come across. 
This may be having to deal with 
a topic, which we have never 
seen before and having to learn 
something completely new which 
excited me. There is also a lot 
of problem solving which may 
involve collating lots of different 
information. 

6.
Finally – what do you like to  
do in your spare time?

I have started to actually enjoy 
going to the gym and playing 
badminton. At the weekends 
you can find me at a gig or at            
the pub. 
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