
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  ANNUAL REPORT & 

AUDITED FINANCIAL STATEMENTS 

For the year ended 31 January 2017 

TB DOHERTY FUNDS 



 

  



 

 

The Authorised Corporate Director, Your Investments, Other Information……………………………………… 1 
Authorised Status, Structure of the Company, Cross Holdings between Sub-Funds…………………………. 2 

Remuneration Policy of the Authorised Corporate Director 3 
Statement of the Authorised Corporate Director’s Responsibilities, Director’s Statement………………….. 5 

Statement of Depositary’s Responsibilities, Depositary’s Report to the Shareholders of TB Doherty 
Funds………………………………………………………………………………………………………………………………………. 6 
Independent Auditor’s Report to the Shareholders of TB Doherty Funds………………………………………… 7 

TB Doherty Active Managed Fund 
 

Authorised Status, Investment Objective and Policy, Risk Profile, Synthetic Risk and Reward Indicator 
Ranking, Ongoing Charges Figure……………………………………………………………………………………………… 9 
Investment Review………………………………………………………………………………………………………………..... 10 

Portfolio Statement………………………………………………………………………………………………………………..... 13 

Summary of Fund Performance……………………………………………………………………………………………….... 15 

Statement of Total Return, Statement of Change in Net Assets Attributable to Shareholders…………… 17 
Balance Sheet………………………………………………………………………………………………………………………….. 18 
Notes to the Financial Statements…………………………………………………………………………………………...... 19 

Distribution Table…………………………………………………………………………………………………………………….. 31 

TB Doherty Balanced Managed Fund 
 

Authorised Status, Investment Objective and Policy, Risk Profile, Synthetic Risk and Reward Indicator 
Ranking, Ongoing Charges Figure……………………………………………………………………………………………… 32 
Investment Review………………………………………………………………………………………………………………….. 33 

Portfolio Statement………………………………………………………………………………………………………………….. 36 
Summary of Fund Performance…………………………………………………………………………………………………. 38 

Statement of Total Return, Statement of Change in Net Assets Attributable to Shareholders…………… 40 
Balance Sheet………………………………………………………………………………………………………………………….. 41 
Notes to the Financial Statements……………………………………………………………………………………………… 42 

Distribution Table…………………………………………………………………………………………………………………….. 54 

TB Doherty Cautious Managed Fund 
 

Authorised Status, Investment Objective and Policy, Risk Profile, Synthetic Risk and Reward Indicator 
Ranking, Ongoing Charges Figure……………………………………………………………………………………………… 55 
Investment Review………………………………………………………………………………………………………………….. 56 
Portfolio Statement………………………………………………………………………………………………………………….. 59 

Summary of Fund Performance…………………………………………………………………………………………………. 61 
Statement of Total Return, Statement of Change in Net Assets Attributable to Shareholders…………… 63 

Balance Sheet………………………………………………………………………………………………………………………….. 64 

Notes to the Financial Statements……………………………………………………………………………………………… 65 
Distribution Table…………………………………………………………………………………………………………………….. 77 

TB Doherty Distribution Fund 
 

Authorised Status, Investment Objective and Policy, Risk Profile, Synthetic Risk and Reward Indicator 
Ranking, Ongoing Charges Figure………………………………………………………………………………………………. 78 
Investment Review…………………………………………………………………………………………………………………… 79 

Portfolio Statement…………………………………………………………………………………………………………………… 82 

Summary of Fund Performance………………………………………………………………………………………………….. 84 
Statement of Total Return, Statement of Change in Net Assets Attributable to Shareholders……………. 86 

Balance Sheet…………………………………………………………………………………………………………………………… 87 

Notes to the Financial Statements………………………………………………………………………………………………. 88 
Distribution Table……………………………………………………………………………………………………………………… 99 

Directory………………………………………………………………………………………………………………………………….. 101 

Note: The Authorised Corporate Director’s Report, as referred to in the Report of the Independent Auditor to the 
Shareholders of TB Doherty Funds, consists of ‘Authorised Status’ and ‘Structure of the Company’ on page 2, ‘Authorised 
Status’ and ‘Investment Objective and Policy’ on pages 9, 32, 55 and 78, ‘Investment Review’ as provided by the Investment 
Manager, on pages 10 to 12, 33 to 35, 56 to 58, 79 to 81 and ‘Directory’ on page 101. 

  

CONTENTS 

 





 
 

www.tbaileyfs.co.uk/funds/tb-doherty-funds  T. Bailey Fund Services Limited | Page 1 

The Authorised Corporate Director (the ‘ACD’) of TB Doherty Funds (the ‘Company’) is T. Bailey Fund Services 
Limited (‘TBFS’). Doherty Pension & Investment Consultancy Limited is the Investment Manager (the 
‘Investment Manager’) of the Company. 

Doherty Pension & Investment Consultancy Limited and T. Bailey Fund Services Limited are authorised and 
regulated by the Financial Conduct Authority.  Further information about Doherty Pension & Investment 
Consultancy Limited can be found at www.dohertypic.com. 

You can buy or sell shares in the sub-funds of the Company through your Financial Advisor.  Alternatively, 
you can telephone the dealing line; 0115 988 8267, during normal office hours.  Application forms can be 
requested in writing from the ACD or by calling the Client Services Team on the dealing line.  They can also 
be downloaded from the website: www.tbaileyfs.co.uk/funds/tb-doherty-funds. 

The sub-funds are eligible for ISA investments/transfers and the shares are available as part of a regular 
savers scheme. 

Prices for the sub-funds are published each normal business day on www.tbaileyfs.co.uk/funds/tb-doherty-
funds and also via the website; www.fundlistings.com. 

Full details of TB Doherty Funds are set out in the Prospectus. This document provides investors with extensive 
information about the funds including risks and expenses. A copy of the Prospectus is available on request 
from the ACD, or can be found at www.tbaileyfs.co.uk/funds/tb-doherty-funds. 

The Key Investor Information documents and Supplementary Information document are also available at 

www.tbaileyfs.co.uk/funds/tb-doherty-funds. 
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TB Doherty Funds is an investment company with variable capital incorporated in England and Wales under 
registered number IC000728 and authorised by the Financial Conduct Authority with effect from 1 June 2009. 
The Company has an unlimited duration.  

Shareholders are not liable for the debts of the Company. Shareholders are not liable to make any further 
payment to the Company after they have paid the price on purchase of the Shares. 

The Company is structured as an umbrella company and different sub-funds may be established by the ACD 
with the agreement of the Depositary and the approval of the FCA.  On the introduction of any new sub-fund, 
or share class, a revised prospectus will be prepared and issued. 

The Company is compliant with the Protected Cell Regime for OEICs. Under the Protected Cell Regime, each 
sub-fund represents a segregated portfolio of assets and accordingly, the assets of the sub-fund belong 
exclusively to that sub-fund and shall not be used or made available to discharge (directly or indirectly) the 
liabilities of, or claims against, any other person or body, including any other sub-fund and shall not be 
available for any such purpose. 

As at the year-end there were four sub-funds; TB Doherty Active Managed Fund, TB Doherty Balanced 
Managed Fund, TB Doherty Cautious Managed Fund and TB Doherty Distribution Fund.  

TB Doherty Distribution Fund was launched on 15 February 2016. 

The base currency of the Company is Pounds Sterling. 

As at the period end there were no cross holdings between the four sub-funds. 

 

AUTHORISED STATUS 

 

STRUCTURE OF THE COMPANY 

 

CROSS HOLDINGS BETWEEN SUB-FUNDS 

 



 
 

www.tbaileyfs.co.uk/funds/tb-doherty-funds  T. Bailey Fund Services Limited | Page 3 

Remuneration policy of the ACD  

TBFS and the holding company of TBFS, T. Bailey Holdings Limited (‘TBH’), have the following policies and 
practices for those staff whose professional activities have a material impact on the risk profile of the activities 
of the ACD. Based on FCA guidance the ACD is considered as Proportionality Level 3 under the Remuneration 
Code as total assets under administration are less than £15bn. TBFS is a UCITS firm and is therefore subject 
to the UCITS V Directive Remuneration Code.  

The Remuneration Policy of the ACD: 

(i) Is consistent with and promotes sound and effective risk management; 

(ii) Does not encourage risk taking that exceeds the level of tolerated risk of the relevant UCITS managed by 
TBFS; 

(iii) Encourages behaviour that delivers results which are aligned to the interests of the UCITS managed by 
TBFS; 

(iv) Aligns the interests of Code Staff with the long-term interests of TBFS, the funds it manages and its 
investors; 

(v) Recognises that remuneration should be competitive and reflect both financial and personal performance. 
Accordingly, Remuneration for Code Staff is made up of fixed pay (salary and benefits, including pension) and 
variable (performance-related) pay; 

(vi) Recognises that fixed and variable components should be appropriately balanced and that the variable 
component should be flexible enough so that in some circumstances no variable component may be paid at 
all. Variable pay is made up of short-term awards typically based on short-term financial and strategic 
measures for the area of the business in which the member of Code Staff works; 

There is no remuneration committee. The Board of TBH oversees the setting and review of remuneration 
levels performed by the operating Board of TBFS. From an overall group perspective and operating company 

level, remuneration is set within the context of a 5-year plan which ensures any threats to capital adequacy, 
liquidity and solvency caused by excessive remuneration would be identified. The bonus arrangements 
including the staff bonus pool are set annually as part of the annual operating plan and any changes to the 
pool require approval by the CEO of TBFS and also the Board of TBH. 

The main shareholders are represented on the Board of TBH which ratifies the annual operating plans. The 
annual operating plan includes the level of remuneration for all staff including Code Staff. 

To assist with the above process, a benchmarking exercise was conducted in 2015 which incorporated 
information from external consultants in connection with remuneration. 

The staff bonus scheme is operated so as to allow for meaningful rewards to be paid to staff whose 
performance during the year merits recognition but within the context of an annual operating plan. The TBH 
Board bears in mind the projected performance of the companies when making any adjustments to the 
scheme. Payment of scheme bonus to individuals is linked to their performance against agreed objectives 
from staff appraisals. 

The ACD has elected to adopt the UCITS V Directive’s Remuneration Code ahead of the compulsory adoption 
date of 1 January 2017. 

REMUNERATION POLICY OF THE AUTHORISED CORPORATE DIRECTOR 
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Total remuneration paid by the ACD for the year ended 30 September 2016 

 

Total remuneration paid by the ACD to Remuneration Code Staff for the year ended 30 
September 2016 

 

 

Please note that there were no remuneration payments made directly from TB Doherty Funds or any of its 
sub-funds. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Total Number of Staff 33

£

Fixed 1,061,197 

Variable 5,000 

Total Remuneration Paid 1,066,197 

Total Number of Staff 7 2

£ £

Fixed 563,542 100,345 

Variable 4,000  - 

Total Remuneration Paid 567,542 100,345 

Senior Management
Staff with Material 

Impact

REMUNERATION POLICY OF THE AUTHORISED CORPORATE DIRECTOR (CONTINUED) 
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The Authorised Corporate Director (the “ACD”) of the Company is responsible for preparing the report and 
the financial statements in accordance with the Open-Ended Investment Companies Regulations 2001 (“the 
OEIC Regulations”), the Financial Conduct Authority’s Collective Investment Schemes’ Sourcebook (“COLL”) 
and the Company’s Instrument of Incorporation. 

The OEIC Regulations and COLL require the ACD to prepare financial statements for each accounting period 
which:  

 are in accordance with United Kingdom Generally Accepted Accounting Practice (“United Kingdom 
Accounting Standards and applicable law”), including FRS 102 “The Financial Reporting Standard 
applicable in the UK and Republic of Ireland” and the Statement of Recommended Practice:  
“Financial Statements of Authorised Funds” issued by the Investment Association (“IA SORP”) in May 
2014; and 

 give a true and fair view of the financial position of the Company and each of its sub-funds as at the 
end of that period and the net revenue or expense and the net capital gains or losses on the property 
of the Company and each of its sub-funds for that period. 

In preparing the financial statements, the ACD is required to: 

 select suitable accounting policies and then apply them consistently; 

 make judgments and estimates that are reasonable and prudent; 

 state whether applicable United Kingdom Accounting Standards and the IA SORP have been followed, 
subject to any material departures disclosed and explained in the financial statements; and 

 prepare the financial statements on the going concern basis unless it is inappropriate to presume 
that the Company will continue in operation. 

The ACD is responsible for keeping adequate accounting records that disclose with reasonable accuracy at 
any time the financial position of the Company and enable it to ensure that the financial statements comply 
with the applicable IA SORP and United Kingdom Accounting Standards and applicable law. The ACD is also 
responsible for the system of internal controls, for management of the Company in accordance with the COLL 
and the Prospectus and for taking reasonable steps for the prevention and detection of fraud and other 
irregularities. 

In accordance with COLL 4.5.8BR, the Report and the financial statements were approved by the board of 
directors of the ACD of the Company and authorised for issue on 11 May 2017. 

The Directors are of the opinion that it is appropriate to continue to adopt the going concern basis in the 
preparation of the financial statements as the assets of the Company and sub funds consist predominantly of 
readily realisable securities and accordingly the Company has adequate resources to continue in operational 

existence in the foreseeable future. 

 

 

Helen Stevens     Richard Taylor 
Chief Executive Officer    Compliance Director    
T. Bailey Fund Services Limited   T. Bailey Fund Services Limited 
11 May 2017     11 May 2017     
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The Depositary must ensure that the Company is managed in accordance with the Financial Conduct 
Authority’s Collective Investment Schemes Sourcebook (“COLL”), the Open-Ended Investment Companies 
Regulations 2001 (SI 2001/1228) (the OEIC Regulations), as amended, the Financial Services and Markets 
Act 2000, as amended, (together “the Regulations”), the Company’s Instrument of Incorporation and 
Prospectus (together “the Scheme documents”) as detailed below. 

The Depositary must in the context of its role act honestly, fairly, professionally, independently and in the 
interests of the Company and its investors. 

The Depositary is responsible for the safekeeping of all custodial assets and maintaining a record of all other 
assets of the Company in accordance with the Regulations. 

The Depositary must ensure that: 

 the Company’s cash flows are properly monitored (this Requirement on the Depositary applied from 18 
March 2016) and that cash of the Company is booked into the cash accounts in accordance with the 
Regulations; 

 the sale, issue, redemption and cancellation of shares are carried out in accordance with the Regulations; 

 the value of shares of the Company are calculated in accordance with the Regulations; 

 any consideration relating to transactions in the Company’s assets is remitted to the Company within the 
usual time limits; 

 the Company’s income is applied in accordance with the Regulations; and 

 the instructions of the Authorised Corporate Director (“the ACD”) are carried out (unless they conflict with 
the Regulations). 

The Depositary also has a duty to take reasonable care to ensure that the Company is managed in accordance 
with the Regulations and the Scheme documents in relation to the investment and borrowing powers 
applicable to the Company. 

Having carried out such procedures as we consider necessary to discharge our responsibilities as Depositary 
of the Company, it is our opinion, based on the information available to us and the explanations provided, 
that in all material respects the Company, acting through ACD: 

(i) has carried out the issue, sale, redemption and cancellation, and calculation of the price of the 
Company’s shares and the application of the Company’s income in accordance with the 
Regulations, the Scheme documents of the Company, and 

(ii) has observed the investment and borrowing powers and restrictions applicable to the Company. 

 

National Westminster Bank Plc 
Trustee & Depositary Services 
London 
11 May 2017 

STATEMENT OF DEPOSITARY’S RESPONSIBILITIES 
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We have audited the financial statements of the TB Doherty Funds (“the company”) for the year ended 31 
January 2017 which comprise for each sub-fund: the Statement of Total Return, the Statement of Change in 
Net Assets Attributable to Shareholders, the Balance Sheet, the distribution tables and the related notes 1 to 
15. The financial reporting framework that has been applied in their preparation is applicable law and United 
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including FRS 102 
“The Financial Reporting Standard applicable in the UK and Republic of Ireland”, the Statement of 
Recommended Practice: “Financial Statements of Authorised Funds” issued by the Investment Association in 
May 2014, the Collective Investment Schemes Sourcebook and the Instrument of Incorporation. 

This report is made solely to the company’s shareholders, as a body, in accordance with Paragraph 4.5.12R 
of the Collective Investment Schemes Sourcebook of the Financial Conduct Authority. Our audit work has been 
undertaken so that we might state to the company’s shareholders those matters we are required to state to 
them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept 

or assume responsibility to anyone other than the company and the company’s shareholders as a body, for 
our audit work, for this report, or for the opinions we have formed. 

 
Respective Responsibilities of the Depositary, the Authorised Corporate Director (ACD) and the 
Auditor 

As explained more fully in the Statement of Depositary’s Responsibilities and the Statement of ACD’s 
Responsibilities, the Depositary is responsible for safeguarding the property of the Company and the ACD is 
responsible for the preparation of the financial statements. Our responsibility is to audit and express an opinion 
on the financial statements in accordance with the requirements of the Collective Investment Schemes 
Sourcebook, applicable law and International Standards on Auditing (UK and Ireland). Those standards require 
us to comply with the Auditing Practices Board’s Ethical Standards for Auditors. 

 
Scope of the audit of the financial statements 

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient 
to give reasonable assurance that the financial statements are free from material misstatement, whether 
caused by fraud or error. This includes an assessment of: whether the accounting policies are appropriate to 
the company’s circumstances and have been consistently applied and adequately disclosed; the 
reasonableness of significant accounting estimates made by the ACD; and the overall presentation of the 
financial statements. In addition, we read all the financial and non-financial information in the annual report 
to identify material inconsistencies with the audited financial statements and to identify any information that 
is apparently materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in 
the course of performing the audit. If we become aware of any apparent material misstatements or 
inconsistencies we consider the implications for our report. 

Opinion on financial statements 

In our opinion the financial statements: 

 give a true and fair view of the financial position of the Company and each of the sub funds as at 31 
January 2017 and of the net revenue and expense and the net capital gains on the property of the 
company and each of the sub funds for the year ended 31 January 2017; and 

 have been properly prepared in accordance with United Kingdom Generally Accepted Accounting 
Practice, the Statement of Recommended Practice “Financial Statements of Authorised Funds”, the 
rules in the Collective Investment Schemes Sourcebook and the Instrument of Incorporation. 
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Opinion on other matters prescribed by the Collective Investment Schemes Sourcebook 

In our opinion: 

 proper accounting records for the company and each of the sub funds have been kept and the 
financial statements are in agreement with those records; 

 we have received all the information and explanations which, to the best of our knowledge and belief, 
were necessary for the purposes of our audit; and 

 the information disclosed in the Annual Report for the year ended 31 January 2017 for the purpose 
of complying with Paragraph 4.5.9R of the Collective Investment Schemes Sourcebook is consistent 
with the financial statements. 

 

Deloitte LLP 
Chartered Accountants and Statutory Auditor 
Birmingham, UK 
11 May 2017 
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The Fund is a sub-fund of TB Doherty Funds with investment powers equivalent to those of a UCITS Scheme 
as defined in the Glossary to the Financial Conduct Authority (‘FCA’) Handbook. 

The investment objective of TB Doherty Active Managed Fund is to achieve above average growth.  

The Fund is made up of various asset classes, however the bias is in favour of Equities. The Fund will gain 
exposure indirectly via eligible collective investment schemes (it is a fund of funds) to a range of eligible assets 
such as transferable securities (shares (including investment trusts), debentures, government and public 
securities, warrants or certificates representing certain securities), money market instruments, deposits, cash, 
property and commodities to provide diversification. Derivatives will be used only for the purpose of Efficient 
Portfolio Management. The Fund is benchmarked against UK Inflation1 plus 4%.  

Note: The Fund was previously benchmarked against the Investment Association (IA) Mixed Investment 40-
85% Shares Sector. Following FCA confirmation that the change didn’t affect the ongoing authorisation of the 
fund and 60 days prior notice to shareholders, it was changed to UK Inflation plus 4% on the 1 March 2016. 
1The Bank of England’s preferred measure of UK inflation, which is currently the Consumer Price Index (“CPI”). 

The value of the investments may go down as well as up in response to general market conditions and the 
performance of the assets held. Investors may not get back the money which they invested. 

There is no guarantee that the fund will meet its stated objectives. 

The Fund invests in global shares (through collective investment schemes), with some regions being regarded 
as more risky. The movements of exchange rates may lead to further changes in the value of investments 
and the income from them.  

There is a risk that any company providing services such as safe keeping of assets may become insolvent, 
which may cause losses to the Fund. 

The Synthetic Risk and Reward Indicator demonstrates in a standard format where the Fund ranks in terms 
of its potential risk and reward. It is based on historical performance data, may change over time and may 
not be a reliable indication of the future risk profile of the Fund. The indicator uses a scale of 1 to 7. The 
higher the rank the greater the potential reward but the greater the risk of losing money. The lowest category 
does not mean a fund is a risk free investment. 

The Fund is in risk category 4 because it invests in a variety of asset classes, but with a bias towards shares. 
During the period the Fund’s risk category changed to risk category 5, however this returned to risk category 
4 before the period end date. 

The Ongoing Charges Figure (‘OCF’) provides investors with a clearer picture of the total annual costs in 
running a Collective Investment Scheme. The OCF consists principally of the annual management charge, but 
also includes the costs for other services paid in respect of depositary, custody, FCA, audit fees and transaction 
charges. As the Fund invests in other funds, the weighted average costs of the underlying funds have also 
been taken into account. The OCFs, as calculated in accordance with ESMA guidelines, are disclosed as 
‘Operating charges (p.a.)’ in the Summary of Fund Performances tables on pages 15 and 16. 

Please note that the maximum level of management fees which may be charged to any collective investment 
scheme in which the Fund invests is 6%. 

TB DOHERTY ACTIVE MANAGED FUND, AUTHORISED STATUS 
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Performance 

    Cumulative returns for the periods ended 31 January 
2017 

(%) 

    1 year 3 years 5 years From launch 

A Accumulation Shares    19.28 22.04 42.23 70.681 

B Accumulation Shares    19.89 23.88 N/A 40.602 

UK Inflation3 plus 4%    5.96 15.19 30.41 58.521 

¹ From 1 June 2009 
2 From 24 December 2012 
3 The Bank of England’s preferred measure of UK inflation, which is currently the Consumer Price Index (“CPI”) 

Source: Financial Express. Total Return, Bid to Bid. 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
income derived from them is not guaranteed and may go down as well as up. 

This report covers the period from the 1st of February 2016 to the 31st of January 2017. Over the period the 
Active fund out-performed the UK Inflation (CPI) +4% benchmark net of charges. The investment period was 
extremely volatile as markets navigated political instability in the form of a BREXIT vote and a US presidential 
election, neither of which followed the expected script.  Markets started the accounting period deep in the red 
as the crash that started in late January continued into early February. Our active strategy that saw us sell 

out of defensive positions going into the new accounting period paid off almost immediately as a bottoming 
out in the Oil price heralded the start of a V-shaped recovery in risk assets that continued through the first 
quarter. The sharp rebound higher in the following months allowed us to take profits and close out some of 
our equity over-weights in preparation for the expected volatility surrounding the BREXIT vote. 

The final few months prior to the BREXIT vote were dominated by volatility. As the pendulum swung, so too 
did the markets. When “Leave” looked to be the winner, markets dropped sharply only to rebound as the 
“Remain” campaign regained lost ground. In the end a vote to “leave” was met by a sharp bout of selling 
relating to the uncertainty of the event. Sterling fell sharply against the currencies of its trading partners. 
Markets had stepped across into the unknown and a process of decoupling had begun. Within days however 
it became clear that the decoupling process would take years and that the weakness in Sterling would be a 
boon for exporters in the interim period as goods and services originating from the UK were now significantly 
cheaper and more attractive. Equity markets reacted strongly and the recovery from losses was sharp. 

Markets stabilised somewhat during the rest of the summer months aided by a reactionary move by the Bank 
of England to cut interest rates to 0.25% and instigate a program of corporate bond buying. At the time this 
seemed to be the correct move however in hindsight it may not have been required. The UK were not the 
only central bank fighting potential deflation. Japan and Europe both added to their stimulus programmes 
with Japan’s policy being ramped up to include the purchase of domestic shares in companies that could show 
improvement in corporate governance. The Japanese strategy seem to be gaining attention in the US with 
Janet Yellen not discounting corporate bond and equity buying as a solution to growth. All this monetary and 
fiscal stimulus has proved to be a great backdrop for wealth creation for investors, however for savers it has 
meant zero and indeed negative interest rates in many regions. 

TB DOHERTY ACTIVE MANAGED FUND, INVESTMENT REVIEW 
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The final quarter of 2016 offered us up a new US President in Donald Trump. In much the same level of shock 
as the BREXIT Vote, the victory of Donald Trump has left most of us scratching our heads as to the future 
path of global political and financial policies. The unexpected result in the US election initially saw global 
equities sell off sharply only to rebound at an even faster pace than the post UK Brexit rebound. Market 
participants took the view that Trump’s policies would be pro-growth and pro-tax reform and his focus on 
infrastructure spending would be inflationary. These policies sparked both a rally in earnings and inflation 
expectations that has effectively put a pin in the Bond market balloon that has been steadily inflating over the 
past 8 years.  

The final months of the year and up to the end of the accounting period saw equities markets continue to 
rally as Bond yields spiked. Sectors such as Financials that were perceived to benefit from the Trump 
administration and higher rates saw share prices rise strongly. As the rally continues the louder the calls have 

become that equity valuations were stretched. Going into the period end investors were still paying top-
valuations for US equities. By the end of January US Treasury markets were pricing in at least three rate rises 
in 2017 with 10 year yields pricing around 2.50%.  

 
Fund Selection and Asset Allocation 
 

The asset allocations at the balance sheet date are shown below:  
 

Sector Asset allocation as at  

31 January 2017  

(%) 

Asset allocation as at  

31 January 2016 

(%) 

Absolute Return Funds - 5.1 

Alternative Strategies Funds 28.3 - 

Europe Funds 5.7 16.4 

Fixed Interest Funds 22.4 11.5 

Global Equity Funds 4.1 10.6 

Japan Funds 16.7 14.2 

Specialist Funds - 12.2 

UK Equity Funds 10.8 19.1 

US Equity Funds - 11.2 

Cash and Other 12.0 (0.3) 

Total 
 100.0 100.0 

The full list of holdings at the balance sheet date is shown in the Portfolio Statement on pages 13 and 14. 

Over the accounting period our Fund was very active as several opportunities arose that allowed us to go 
overweight various strategies that helped to add value. As alluded to in the commentary the key opportunities 
arose at the start of the accounting period following the sharp sell-off in equity markets through January and 
into February. During this period I added to our Japanese and European exposures, topping up on our over-

weights from late January. As the sharp rebound took hold later in the month and into March, I took profits 
in JPM Natural Resources and reduced our UK, European and Global equity weighting back closer to our 
neutral weightings. The rebound in the markets was effectively based on a rebound in the Oil price and as 
such, ahead of an impending BREXIT vote and volatility, I felt this was a prudent move. 

The next major opportunity arose during the volatility in the run up to, during and after the BREXIT campaign. 
In the run up to the vote I sold our Henderson Global Technology Fund plus reduced our UK Passive Equity 
tracker exposure. To protect the portfolio against impending volatility I purchased the Newton Real Return 
and Jupiter Absolute Return Funds. Both Funds are Alternative style strategies and seek to make a positive 
return whilst reducing volatility. 
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Post the Brexit vote and following a significant rally in non-Sterling based investments due to the weakness 
in Sterling, I took the opportunity to re-align our Bond portfolios, selling down our exposure to the Newton 
International Bond Fund and the Schroder Monthly High Income Fund. I also took the opportunity to trade 
out of our loss making position in Global energy as I felt the scope of oil to further rally was limited. In place 
and as a result of inflationary pressures of the weak sterling I bought Standard Life Global Index-linked Bonds 
and Artemis Strategic Assets Fund. 

Finally in the run up to the Presidential election in the US I tweaked the portfolio to take advantage of 
opportunities around the event. I added the Sarasin Global Higher Dividend (Sterling Hedged) Fund and the 
M&G UK Inflation linked Corporate Bond Fund.   

Outlook 

As we enter the new accounting period, global stock markets are chasing new highs as the impact of Donald 
Trump’s election pledges are priced into corporate profits. Massive infrastructure spending, corporate tax 
reform, repatriation of overseas profits and “make America great” has given the market a significant bout of 
confidence. Not only have equities rallied but yields have rallied on the expectation of inflation, a boon for 
financial institution profits and a welcome rise for savers. 

In terms of our portfolios however I have taken a somewhat more pessimistic view than that portrayed by 
the market. It seems that the Donald Trump plans are somewhat aggressive and far reaching. The ability to 
actually enact most of them in the short term seems to be at odds with the ability of the US to pay for them. 
As such I think getting his policies through without any hiccups could be difficult. 

US equity markets have been the catalyst for the global market gains over the past few quarters. The strength 
of the Dollar has significantly boosted sterling investors. On a fundamental basis however as we look at the 
valuations in the equity market it is very clear that US corporate earnings need to deliver to heightened 
expectations to justify their valuations. Will this be possible in the year ahead particularly with the strong 
Dollar? – That, I feel, will be down to Donald Trump and his ability to deliver on his promises. 

The year ahead will be punctuated with geo-political events that have the potential to create volatility. Dutch, 
French and German elections and of course Italy will all create uncertainty in Europe. The triggering of Brexit 
in the UK will be a step into the unknown and of course Trump’s relations globally, particularly with China and 
North Korea have the potential to destabilise sentiment. Russia – need we say anymore? 

With valuations looking fairly stretched globally I have positioned the portfolios defensively going into the 
accounting period. Our expectations for volatility should afford us the opportunity to take advantage and add 
value over the year. In a year that will see the return of higher inflation it is important that we protect capital 
values and aim to make a real return for our investors. 

 

 

 

Gavin Curran 
Fund Manager 
Doherty Pension & Investment Consultancy Limited 
11 May 2017 
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

Alternative Strategies Funds

(28.3%; 31.01.16 - 0.0%)

1,678,313 Artemis Strategic Assets 1,520,719 8.7

654,279 Invesco Perpetual Global Targeted Returns 767,796 4.4

2,521,465 Jupiter Absolute Return 1,456,146 8.3

812,133 Newton Real Return 1,197,572 6.9

4,942,233 28.3

Europe Funds

(5.7%; 31.01.16 - 16.4%)

1,132,969 Schroder European Alpha Plus 985,683 5.7

985,683 5.7

Fixed Interest Funds

(22.4%; 31.01.16 - 11.5%)

686,106 Fidelity Strategic Bond 800,000 4.6

590,551 Henderson Preference & Bond 803,150 4.6

815,217 Jupiter Strategic Bond 807,717 4.6

589,126 M&G UK Inflation Linked Corporate Bond 710,722 4.1

424,403 Standard Life Global Index Linked Bond 783,873 4.5

3,905,462 22.4

Global Equity Funds

(4.1%; 31.01.16 - 10.6%)

215,100 Invesco Perpetual Global Opportunities 707,980 4.1

707,980 4.1

Japan Funds

(16.7%; 31.01.16 - 14.2%)

328,890 Baillie Gifford Developed Asia Pacific 'Inc' 1,460,599 8.4

735,397 BlackRock Japan Equity Tracker 1,456,821 8.3

2,917,420 16.7  
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

UK Equity Funds

(10.8%; 31.01.16 - 19.1%)

497,018 Sarasin Global Higher Dividend (Sterling Hedged) 1,025,845 5.9

202,071 SVM UK Growth 859,005 4.9

1,884,850 10.8

Portfolio of investments 15,343,628 88.0

Net other assets 2,101,253 12.0

Total net assets 17,444,881 100.0  

 

Note: ‘Inc’ denotes income units of, or shares in, collective investment schemes. All other units/shares are accumulation 
units/shares.  All investments are in collective investment schemes. 
 

Absolute Return Funds’ sector disinvested since the beginning of the period (31 January 2016: 5.1%). 

Specialist Funds’ sector disinvested since the beginning of the period (31 January 2016: 12.2%). 

US Equity Funds’ sector disinvested since the beginning of the period (31 January 2016: 11.2%). 
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1 Feb 2016 to 1 Feb 2015 to 1 Feb 2014 to

A Accumulation Shares 31 Jan 2017 31 Jan 2016 31 Jan 2015

(pence per share) (pence per share) (pence per share)

Change in net assets per share

  Opening net asset value per share 144.41 149.62 139.58

  Return before operating charges* 28.99 (2.64) 12.53

  Operating charges (2.73) (2.57) (2.49)

  Return after operating charges* 26.26 (5.21) 10.04

  Closing net asset value per share 170.67 144.41 149.62

  Retained distributions on accumulation shares 0.00 0.00 0.00

  * after direct transaction costs of: 0.00 0.03 0.05

Performance

  Return after charges 18.18% (3.48)% 7.19%

Other information

  Closing net asset value £11,260,035 £10,851,913 £13,237,714

  Closing number of shares 6,597,504 7,514,713 8,847,787

  Operating charges (p.a.) 2.42% 2.34% 2.37%

  Direct transaction costs (p.a.) 0.00% 0.02% 0.03%

Prices

Highest published share price 172.72 159.67 151.50

Lowest published share price 136.82 139.39 137.31
 

 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 
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1 Feb 2016 to 1 Feb 2015 to 1 Feb 2014 to

B Accumulation Shares 31 Jan 2017 31 Jan 2016 31 Jan 2015

(pence per share) (pence per share) (pence per share)

Change in net assets per share

  Opening net asset value per share 118.25 121.90 113.17

  Return before operating charges* 23.81 (2.17) 10.16

  Operating charges (1.60) (1.48) (1.43)

  Return after operating charges* 22.21 (3.65) 8.73

  Closing net asset value per share 140.46 118.25 121.90

  Retained distributions on accumulation shares 0.02 0.11 0.00

  * after direct transaction costs of: 0.00 0.02 0.04

Performance

  Return after charges 18.78% (2.99)% 7.71%

Other information

  Closing net asset value £6,184,846 £3,765,580 £1,075,620

  Closing number of shares 4,403,375 3,184,516 882,350

  Operating charges (p.a.) 1.92% 1.84% 1.87%

  Direct transaction costs (p.a.) 0.00% 0.02% 0.03%

Prices

Highest published share price 142.11 130.22 123.43

Lowest published share price 112.05 113.94 111.71
 

 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 
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31.01.17 31.01.16

Notes £ £ £

Income

  Net capital gains/(losses) 2 2,764,420 (440,433)

  Revenue 3 198,425 174,012 

Expenses 4 (253,384) (234,115)

Interest payable and similar charges 6 (7) (20)

Net expense before taxation (54,966) (60,123)

Taxation 5 (627)  - 

Net expense after taxation (55,593) (60,123)

Total return/(loss) before distributions 2,708,827 (500,556)

Distributions 6 (195) (3,401)

2,708,632 (503,957)
Change in net assets attributable to 

shareholders from investment activities  

31.01.17 31.01.16

Notes £ £ £

Opening net assets attributable to shareholders 14,617,493 14,313,334 

Movements due to issue and repurchases of shares:

Amounts receivable on issue of shares 2,505,429 3,177,233 

Amounts payable on cancellation of shares (2,387,590) (2,372,482)

117,839 804,751 

2,708,632 (503,957)

Retained distributions on accumulation shares 6 917 3,365 

Closing net assets attributable to shareholders 17,444,881 14,617,493 

Change in net assets attributable to shareholders 

from investment activities
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Notes 31.01.17 31.01.16

£ £

Assets:

Fixed Assets:

 Investments 15,343,628 14,662,223 

Current Assets:

 Debtors 7 30,305 4,405 

 Cash and bank balances 8 2,109,512  - 

Total assets 17,483,445 14,666,628 

Liabilities:

Creditors:

 Bank overdrafts 9  - 18,671 

 Other creditors 10 38,564 30,464 

Total liabilities 38,564 49,135 

Net assets attributable to shareholders 17,444,881 14,617,493  
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1. Accounting policies 

(a) Basis of accounting 

The financial statements have been prepared under the historical cost basis, as modified by the 
revaluation of investments, and in accordance with Financial Reporting Standard 102 (FRS 102) and in 
accordance with the Statement of Recommended Practice (SORP) for Financial Statements of 
Authorised Funds issued by the Investment Association in May 2014. 

As described in the Statement of Authorised Corporate Director’s Responsibilities, the ACD continues 
to adopt the going concern basis in the preparation of the financial statements of the Fund. 

(b) Functional Currency 

The functional currency used in the financial statements is Pound Sterling. 

(c) Recognition of revenue 

Dividends and distributions on holdings, net of any irrecoverable tax credits, are recognised when the 
collective investment scheme is quoted ex-dividend or ex-distribution.  Bank interest and management 
fee rebates are accounted for on an accruals basis. 

(d) Treatment of stock dividends 

Stock dividends are credited to the capital account when the stock is quoted ex-dividend.  The cash 
equivalent is then transferred to the revenue account and forms part of the distributable revenue. 

The allocation of special dividends is considered on a case-by-case basis. 

(e) Equalisation on distributions 

Equalisation on revenue distributions from underlying collective investment scheme investments is 
treated as a return of capital. 

(f) Treatment of expenses 

All expenses, except those relating to the purchase and sale of investments are charged to the revenue 
account. 

(g) Allocation of revenue and expense to multiple share classes 

Any assets or liabilities not attributable to a particular share class will be allocated by the ACD in a 
manner which is considered fair to shareholders in general, usually pro-rata based on the net asset 
values of the relevant share classes. 
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1. Accounting policies (continued) 

(h) Taxation/deferred taxation 

Corporation tax is provided for on taxable revenue, less deductible expenses, at a rate of 20%. 

Deferred tax is provided for in respect of all items that have been included in these financial statements 
that will be included in future periods for taxation purposes, other than those timing differences 
regarded as permanent.  Any liability to deferred tax is provided for at the rate of tax expected to 
apply. 

Income tax on interest distributions is classed as ‘income tax recoverable’ and is recovered on a yearly 
basis on submission of the Fund’s annual tax return. 

(i) Distribution policy 

Net revenue produced by the investments is distributed annually.  At the end of the accounting period, 
the revenue, less the expenses allocated to the revenue account, is accumulated as per the prospectus. 

(j) Exchange rates 

Assets and liabilities in overseas currencies at the year-end are translated into Sterling at the latest 
available rates of exchange on the balance sheet date. 

(k) Basis of valuation of investments 

The investments are valued at closing prices on the balance sheet date.  If closing prices are not 
available, the latest available prices are used. 

If separate offer and bid prices are quoted for shares or units, then the bid price is used. 

If no price or recent available price exists, the investment is valued at a price which, in the opinion of 
the ACD, reflects the fair value of the investment. 

(l) Management fee rebates 

Management fee rebates are accounted for on an accruals basis and are allocated to the capital or 
revenue account of the Fund, according to whether the underlying fund charges its fees to capital or 
revenue. 

2. Net capital gains/(losses) 

31.01.17 31.01.16

£ £

Non-derivative securities 2,764,900 (440,178)

Transaction charges (480) (255)

Net capital gains/(losses) 2,764,420 (440,433)  

TB DOHERTY ACTIVE MANAGED FUND, NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
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3. Revenue 

31.01.17 31.01.16

£ £

UK franked distributions 82,703 152,242 

UK unfranked distributions 115,713 21,753 

Bank interest 9 16 

Income management fee rebates  - 1 

Total revenue 198,425 174,012  

4. Expenses 

31.01.17 31.01.16

£ £

Annual management charge 218,945 202,656 

Registration fees 7,427 5,900 

Administration fees 9,527 9,308 

235,899 217,864 

Depositary's fees 7,744 6,833 

Safe custody fees 367 334 

8,111 7,167 

Other expenses:

Audit fee 6,480 6,480 

Tax fee 2,280 2,280 

FCA fee 252 324 

Other expenses 362  - 

9,374 9,084 

Total expenses 253,384 234,115 

31.01.17 31.01.16

£ £

Fees payable to the company auditor for the audit of 

the companies annual accounts:

Total audit fee 6,480 6,480 

Total non audit fees - Tax compliance services 2,280 2,280 

Payable to the ACD, associates of the ACD and 

agents of either:

Payable to the Depositary, associates of the 

Depositary and agents of either:
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5. Taxation 

(a) Analysis of the charge in the year 

31.01.17 31.01.16

£ £

Analysis of charge in the year

Corporation tax  -  - 

Irrecoverable income tax 627 

Total current tax for the year (see note 5(b)) 627  - 

Deferred tax (see note 5(c))  -  - 

Total taxation for the year 627  -  

(b) Factors affecting the current taxation charge for the year 

The taxation assessed for the year is higher than the standard rate of corporation tax in the UK for an 
open-ended investment company (20%).  The differences are explained below: 

31.01.17 31.01.16

£ £

Net expense before taxation (54,966) (60,123)

Corporation tax at 20% (10,993) (12,025)

Effects of:

Revenue not subject to taxation (16,540) (30,448)

Excess expenses for which no relief taken 27,533 42,473 

Irrecoverable income tax 627  - 

Total tax charge for the year (see note 5(a)) 627  -  

(c) Provision for deferred tax 

As at 31 January 2017 the Fund had surplus management expenses of £1,152,077 (31 January 2016: 
£1,014,409).  The deferred tax in respect of this would be £230,416 (31 January 2016: £202,882).  It 
is unlikely that the Fund will generate sufficient taxable profits in the future to utilise these expenses 
and therefore no deferred tax asset has been recognised at the year-end (see note (5a)). 
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6. Distributions 

Distributions and interest 

The distributions take account of revenue received on the issue of shares and revenue deducted on 
the cancellation of shares, and comprise: 

31.01.17 31.01.16

£ £

Final - Accumulation (31 Jan) 917 3,365 

917 3,365 

Add: Revenue deducted on cancellation of shares 158 59 

Deduct: Revenue received on issue of shares (880) (23)

Net distribution for the year 195 3,401 

Interest 7 20 

Total finance costs 202 3,421 

Reconciliation to net distribution for the year

Net expense after taxation for the year (55,593) (60,123)

Losses transferred to capital 55,788 63,524 

Net distribution for the year 195 3,401  

 

Details of the distribution per share are set out on page 31. 
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7. Debtors 

31.01.17 31.01.16

£ £

Amounts receivable for issue of shares 14,931  - 

Accrued revenue 4  - 

Prepayments 41 54 

Income tax recoverable 15,329 4,351 

Total debtors 30,305 4,405  

8. Cash and bank balances 

31.01.17 31.01.16

£ £

Cash and bank balances 2,109,512  - 

Total cash and bank balances 2,109,512  -  

9. Bank overdrafts 

31.01.17 31.01.16

£ £

Bank overdrafts  - 18,671 

Total bank overdrafts  - 18,671  

10. Other creditors 

31.01.17 31.01.16

£ £

Amounts payable for cancellation of shares 6,619 2,384 

Accrued annual management charge 20,909 17,406 

Accrued registration fees 583 378 

Accrued administration fees 861 806 

Accrued depositary fees 758 608 

Accrued custody fees 74 120 

Accrued audit fees 6,480 6,480 

Accrued tax fees 2,280 2,280 

Debit interest payable  - 2 

Total creditors 38,564 30,464  
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11. Related party transactions 

The ACD is regarded as a related party of the Fund. The ACD acts as either agent or principal for the 
Depositary in respect of all transactions of shares.  The monies received through issue and paid on 
cancellation are disclosed in the statement of change in net assets attributable to shareholders. 

As at the balance sheet date, there were no shares held by the ACD, the Depositary or associates of 
either the ACD or the Depositary. 

Details of transactions occurring during the accounting period with the ACD and the Depositary, and 
any balances due at the year end, are fully disclosed in the notes to the Financial Statements. 

12. Share classes 

As at the year end, the Fund had two share classes. The following table shows a breakdown of the 
change in shares in issue of each share class in the period: 

A Accumulation

Opening shares at the start of the period 7,514,713.308 

Total creation of shares in the period 457,739.500 

Total cancellation of shares in the period (1,374,949.246)

Closing shares at the end of the period 6,597,503.562 

B Accumulation

Opening shares at the start of the period 3,184,516.272 

Total creation of shares in the period 1,324,129.912 

Total cancellation of shares in the period (105,271.280)

Closing shares at the end of the period 4,403,374.904  

The annual management charge of each share class is as follows: 

A Accumulation Shares   1.50% p.a. 

B Accumulation Shares    1.00% p.a. 

The net asset value of each share class, the net asset value per share and the number of shares in 
each class are given in the Summary of Fund Performance tables on pages 15 and 16.  The distribution 
per share class is given in the distribution table on page 31.  All share classes have the same rights on 
winding up. 

TB DOHERTY ACTIVE MANAGED FUND, NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

As at 31 January 2017 



 

 Page 26 | T. Bailey Fund Services Limited  www.tbaileyfs.co.uk/funds/tb-doherty-funds 

13. Risk management policies 

In pursuing the investment objectives, financial instruments are held, which may expose the Fund to 
various types of risk.  The main risks inherent in the investment portfolio, and the ACD’s policies for 
managing these risks, which were applied consistently throughout the period, are set out below: 

(a) Currency exposures 

The Fund’s financial assets are mainly invested in other Collective Investment Schemes and 
transferrable securities whose prices are generally quoted in Sterling.  The Fund may also invest in 
other schemes whose prices are quoted in other currencies.  As it didn’t do so at the year end, there 

was no direct currency exposure. 

In addition, the Fund holds collective investment schemes which may in turn hold underlying 
investments in foreign currencies. The Fund may therefore have an indirect exposure to exchange rate 
movements on those underlying investments. Movements in exchange rates will impact on the prices 
of such underlying investments and as a result may affect the value of the Fund. 

(b) Cash flow risk and interest rate risk profile of financial assets and liabilities 

The Fund’s revenue is mainly received from holdings in collective investment schemes.  The revenue 
cash flow from these and from their underlying investments may fluctuate depending upon decisions 
made by the companies in which they invest.  The Fund does not have any long term financial liabilities.  
The Fund is affected by the impact of movements in interest rates on its own cash balances and on 
certain underlying investments held by the collective investment schemes in which it invests. 
 
The direct exposure to interest rate risk as at the balance sheet date is shown in the following table: 
  

Floating Fixed Financial Floating Financial Net assets

rate rate assets rate liabilities attributable

financial financial not financial not to

assets assets bearing liabilities bearing shareholders

interest interest

£'000 £'000 £'000 £'000 £'000 £'000

31.01.17

Sterling 2,110  - 15,374  - (39) 17,445 

31.01.16

Sterling  -  - 14,666 (19) (30) 14,617 

 
 

As at the period end the Fund invested 22.4% of its assets in Collective Investment Schemes that hold 
fixed interest investments (31 January 2016: 11.5%). 
 
Short term debtors and creditors are included as financial assets and liabilities not bearing interest in 
the above table.  The floating rate financial assets and liabilities comprise: Sterling denominated bank 
account balances that bear interest at the Bank of England base rate less 75 basis points (to a minimum 
of NIL) and overdrafts that bear interest at the Bank of England base rate plus 100 basis points.  
Financial assets and liabilities not bearing interest mainly comprise investments that do not have a 
maturity date. 
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13.     Risk management policies (continued) 

(b) Cash flow risk and interest rate risk profile of financial assets and liabilities (continued) 

 Changes in interest rates would have no material impact to the valuation of floating rate financial 
assets or liabilities as at the balance sheet date. Consequently, no sensitivity analysis has been 
presented. 

(c) Liquidity risk 

All of the Fund’s underlying financial assets are considered to be readily realisable.  Where investments 
cannot be realised in time to meet any potential liability, the Fund may borrow up to 10% of its net 
asset value to ensure settlement.  All of the Fund’s financial liabilities are payable on demand or in less 
than one year. 

(d) Credit risk 

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other 
party by failing to discharge an obligation. This includes counterparty and issuer risk. Cash is held with 
reputable credit institutions and credit risk is assessed on a regular basis. 

Certain transactions in securities that the Fund enters into expose it to the risk that the counterparty 
will not deliver the investment for a purchase, or cash for a sale after the Fund has fulfilled its 
obligations. The Fund only buys and sells investments through brokers which have been approved by 
the ACD as an acceptable counterparty and these are reviewed on an ongoing basis.  

(e) Market price risk and fair value of financial assets and liabilities 

The value of the shares/units in the underlying schemes are not fixed and may go down as well as up.  
This may be the result of a specific factor affecting the value of an individual share/unit held within an 
underlying scheme or be caused by general market factors (such as government policy or the health 
of the underlying economy) which can affect the entire portfolio. 

The Investment Manager seeks to minimise these risks by holding diversified portfolios of collective 
investment schemes in line with the investment objectives.  In addition, the management of the Fund 
complies with the Financial Conduct Authority’s Collective Investment Schemes sourcebook, which 
includes rules prohibiting a holding greater than 20% of the assets of the Fund in any one underlying 
investment. 

If the value of shares/units in the underlying investments were to increase or decrease by 10% the 
change in the net asset value of the Fund would be £1,534,363 (31 January 2016: £1,466,222). This 
calculation assumes all other variables remain constant. 
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13. Risk Management Policies (continued) 

(f) Fair value of financial assets and liabilities 

 

As at the year-end there were no investment liabilities (31 January 2016: £nil). There is no material 
difference between the value of the financial assets and liabilities, as shown in the balance sheet, and 
their fair value. 

(g) Commitments on derivatives 

No derivatives were held at the balance sheet date (31 January 2016: £nil).  

 

 

31 January 2017 31 January 2016

Valuation technique £ £

Quoted prices for identical instruments in active markets  -  - 

Prices of recent transactions for identical instruments 15,343,628 14,662,223 

Valuation techniques using observable market data  -  - 

Valuation techniques using non-observable data  -  - 

15,343,628 14,662,223 

INVESTMENT ASSETS
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14. Transaction costs 

(a)      Direct transaction costs 

Direct transaction costs include fees and commissions paid to agents, advisers, brokers and dealers, 
levies by regulatory agencies and securities exchanges, and transfer taxes and duties incurred when 
purchasing and selling the underlying securities. A breakdown of the purchases and sales, and the 
related direct transaction costs incurred by the Fund in the period are shown in the table below: 

31.01.17 31.01.16

£ £

Analysis of total purchase costs

PURCHASES

Collective Investment Schemes 14,075,617 17,072,211 

Net purchases before direct transaction costs 14,075,617 17,072,211 

% of total % of total

DIRECT TRANSACTION COSTS purchases purchases

Collective Investment Schemes  - 0.00% 2,789 0.02%

Total direct transaction costs  - 0.00% 2,789 0.02%

Gross purchases total 14,075,617 17,075,000 

Analysis of total sale costs

SALES

Collective Investment Schemes 16,325,506 16,554,792 

Gross sales before direct transaction costs 16,325,506 16,554,792 

% of total % of total

DIRECT TRANSACTION COSTS sales sales

Collective Investment Schemes  - 0.00%  - 0.00%

Total direct transaction costs  - 0.00%  - 0.00%

Net sales total 16,325,506 16,554,792 

31.01.17 % of 31.01.16 % of

£ average NAV £ average NAV

Collective Investment Schemes  - 0.00% 2,789 0.02%

Total direct transaction costs  - 0.00% 2,789 0.02%

Analysis of total direct transaction 

costs
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14. Transaction costs (continued) 

(b) Average portfolio dealing spread 

The average portfolio dealing spread of the investments at the balance sheet date was 0.27% (31 
January 2016: 0.23%). This is calculated as the difference between the offer and bid value of the 
portfolio as a percentage of the offer value. 

15. Capital commitments and contingent liabilities 

The Fund had no capital commitments or contingent liabilities at the balance sheet date. (31 January 

2016: £nil) 

16. Post balance sheet events 

Subsequent to the year end, the net asset value per share of the A Accumulation shares has increased 
from 170.67p to 173.09p as at 28 April 2017.  This movement takes into account routine transactions 
but also reflects the market movements of recent months.  There are no post balance sheet events 
which require adjustments at the year end. 
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Final Distribution (31 January 2017)

Group 1 - Shares purchased on or prior to 31 January 2016

Group 2 - Shares purchased after 31 January 2016

Shares Revenue Equalisation¹ Paid/Accumulated Paid/Accumulated

31.03.17 31.03.16

(pence) (pence) (pence) (pence)

A Accumulation

Group 1  -  -  -  - 

Group 2  -  -  -  - 

B Accumulation

Group 1 0.0208  - 0.0208 0.1056 

Group 2  - 0.0208 0.0208 0.1056 
 

¹ Equalisation applies only to shares purchased during the distribution period (Group 2 shares).  It is the average amount 
of revenue included in the purchase price of all Group 2 shares and is refunded to holders of these shares as a return of 
capital.  Being capital, it is not liable to revenue tax but must be deducted from the cost of shares for capital gains tax 
purposes. 
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The Fund is a sub-fund of TB Doherty Funds with investment powers equivalent to those of a UCITS Scheme 
as defined in the Glossary to the Financial Conduct Authority (‘FCA’) Handbook. 

The TB Doherty Balanced Managed Fund has been designed to provide growth in the real value of capital 
whilst maintaining a relatively controlled level of volatility.  

The Fund will gain exposure indirectly via eligible collective investment schemes (it is a fund of funds) to a 
range of eligible assets such as transferable securities (shares (including investment trusts), debentures, 
government and public securities, warrants or certificates representing certain securities), money market 
instruments, deposits, cash, property and commodities to provide diversification. Derivatives will be used only 
for the purpose of Efficient Portfolio Management.  

The Fund is benchmarked against UK Inflation1 plus 3%. 
 
Note: The Fund was previously benchmarked against the Investment Association (IA) Mixed Investment 40-
85% Shares Sector. Following FCA confirmation that the change didn’t affect the ongoing authorisation of the 
fund and 60 days prior notice to shareholders, it was changed to UK Inflation plus 3% on the 1 March 2016. 

1The Bank of England’s preferred measure of UK inflation, which is currently the Consumer Price Index (“CPI”).  

The value of the investments may go down as well as up in response to general market conditions and the 
performance of the assets held. Investors may not get back the money which they invested. There is no 
guarantee that the fund will meet its stated objectives. The Fund invests in global shares, with some regions 

being regarded as more risky. The movements of exchange rates may lead to further changes in the value of 
investments and the income from them. There is a risk that any company providing services such as safe 
keeping of assets may become insolvent, which may cause losses to the fund. 

The Synthetic Risk and Reward Indicator demonstrates in a standard format where the Fund ranks in terms 
of its potential risk and reward. It is based on historical performance data, may change over time and may 
not be a reliable indication of the future risk profile of the Fund. The indicator uses a scale of 1 to 7. The 
higher the rank the greater the potential reward but the greater the risk of losing money. The lowest category 
does not mean a fund is a risk free investment. 

The Fund is in risk category 4 because it invests in a variety of asset classes. 

The Ongoing Charges Figure (‘OCF’) provides investors with a clearer picture of the total annual costs in 
running a Collective Investment Scheme. The OCF consists principally of the annual management charge, but 
also includes the costs for other services paid in respect of depositary, custody, FCA, audit fees and transaction 
charges. As the Fund invests in other funds, the weighted average costs of the underlying funds have also 
been taken into account. The OCFs, as calculated in accordance with ESMA guidelines, are disclosed as 
‘Operating charges (p.a.)’ in the Summary of Fund Performances table on pages 38 to 39. 

Please note that the maximum level of management fees which may be charged to any collective investment 
scheme in which the Fund invests is 6%. 
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Performance 

    Cumulative returns for the periods ended 31 January 2017 

(%) 

    1 year 3 years 5 years From launch 

A Accumulation Shares    19.79 22.74 40.65 65.761 

B Accumulation Shares    20.39 24.61 N/A 38.482 

UK Inflation3 plus 3%    5.22 12.19 24.58 47.591 

¹ From 1 June 2009. 2 From 24 December 2012 
3 The Bank of England’s preferred measure of UK inflation, which is currently the Consumer Price Index (“CPI”) 

Source: Financial Express.  Total return, bid to bid. Sterling terms. 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 

 

This report covers the period from the 1st of February 2016 to the 31st of January 2017. Over the period the 
fund out-performed the benchmark of UK inflation (CPI) +3% net of charges. The investment period was 
extremely volatile as markets navigated political instability in the form of a BREXIT vote and a US presidential 
election, neither of which followed the expected script.  Markets started the accounting period deep in the red 
as the crash that started in late January continued into early February. Our active strategy that saw us sell 
out of defensive positions going into the new accounting period paid off almost immediately as a bottoming 
out in the Oil price heralded the start of a V-shaped recovery in risk assets that continued through the first 
quarter. The sharp rebound higher in the following months allowed us to take profits and close out some of 
our equity over-weights in preparation for the expected volatility surrounding the BREXIT vote. 

The final few months prior to the BREXIT vote were dominated by volatility. As the pendulum swung, so too 
did the markets. When “Leave” looked to be the winner, markets dropped sharply only to rebound as the 
“Remain” campaign regained lost ground. In the end a vote to “leave” was met by a sharp bout of selling 
relating to the uncertainty of the event. Sterling fell sharply against the currencies of its trading partners. 
Markets had stepped across into the unknown and a process of decoupling had begun. Within days however 
it became clear that the decoupling process would take years and that the weakness in Sterling would be a 
boon for exporters in the interim period as goods and services originating from the UK were now significantly 
cheaper and more attractive. Equity markets reacted strongly and the recovery from losses was sharp. 

Markets stabilised somewhat during the rest of the summer months aided by a reactionary move by the Bank 
of England to cut interest rates to 0.25% and instigate a program of corporate bond buying. At the time this 
seemed to be the correct move however in hindsight it may not have been required. The UK were not the 

only central bank fighting potential deflation. Japan and Europe both added to their stimulus programmes 
with Japan’s policy being ramped up to include the purchase of domestic shares in companies that could show 
improvement in corporate governance. The Japanese strategy seem to be gaining attention in the US with 
Janet Yellen not discounting corporate bond and equity buying as a solution to growth. All this monetary and 
fiscal stimulus has proved to be a great backdrop for wealth creation for investors, however for savers it has 
meant zero and indeed negative interest rates in many regions. 
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The final quarter of 2016 offered us up a new US President in Donald Trump. In much the same level of shock 
as the BREXIT Vote, the victory of Donald Trump has left most of us scratching our heads as to the future 
path of global political and financial policies. The unexpected result in the US election initially saw global 
equities sell off sharply only to rebound at an even faster pace than the post UK Brexit rebound. Market 
participants took the view that Trump’s policies would be pro-growth and pro-tax reform and his focus on 
infrastructure spending would be inflationary. These policies sparked both a rally in earnings and inflation 
expectations that has effectively put a pin in the Bond market balloon that has been steadily inflating over the 
past 8 years.  

The final months of the year and up to the end of the accounting period saw equities markets continue to 
rally as Bond yields spiked. Sectors such as Financials that were perceived to benefit from the Trump 
administration and higher rates saw share prices rise strongly. As the rally continues the louder the calls have 

become that equity valuations were stretched. Going into the period end investors were still paying top-
valuations for US equities. By the end of January US Treasury markets were pricing in at least three rate rises 
in 2017 with 10 year yields pricing around 2.50%.  
 
Fund Selection and Asset Allocation 
 
The asset allocations at the balance sheet date are shown below: 
 

Sector Asset allocation as at  

31 January 2017  

 (%) 

Asset allocation as at  

31 January 2016 

(%) 

Alternative Strategies Funds 27.7 
 

- 

Absolute Return Funds - 
 

4.1 

Europe Funds 5.0 8.7 

Fixed Interest Funds 34.8 19.8 

Global Equity Funds 4.2 15.8 

Japan Funds 11.8 8.3 

Specialist Funds - 11.7 

UK Equity Funds 8.9 19.8 

US Equity Funds - 11.7 

Cash and Other 7.6 0.1 

Total 100.0 100.0 

The full list of holdings at the balance sheet date is shown in the portfolio statement on pages 36 and 37. 

Over the accounting period our Fund was very active as several opportunities arose that allowed us to go 
overweight various strategies that helped to add value. We significantly increased our exposure to Alternative 
Strategies, aiming to create liquidity and protection against the expected volatility in assets and currencies 
throughout the period. As alluded to in the commentary the key opportunities arose at the start of the 
accounting period following the sharp sell-off in equity markets through January and into February. During 
this period I added to our European exposure, topping up on our over-weights from late January. As the sharp 
rebound took hold later in the month and into March, I took profits in JPM Natural Resources and reduced our 
Japan, European and Asia weighting back closer to our neutral weightings. The rebound in the markets was 
effectively based on a rebound in the Oil price and as such, ahead of an impending BREXIT vote and volatility, 
I felt this was a prudent move. 

The next major opportunity arose during the volatility in the run up to, during and after the BREXIT campaign. 
In the run up to the vote I sold our Henderson Global Technology Fund plus sold our Vanguard UK Passive 
Equity tracker exposure. To protect the portfolio against impending volatility I purchased the Newton Real 
Return and Jupiter Absolute Return Funds. Both Funds are Alternative style strategies and seek to make a 
positive return whilst reducing volatility. 
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Post the Brexit vote and following a significant rally in non-Sterling based investments due to the strength in 
the US Dollar, I took the opportunity to re-align our portfolios, further selling down equity exposure and 
additionally selling out of the Newton International Bond Fund, a bond fund that performed exceptionally due 
to the weak sterling. In its place and as a result of inflationary pressures of the weak sterling I bought Standard 
Life Global Index-linked Bonds, Fidelity Strategic Bond Fund and the Artemis Strategic Assets Fund. 

Finally in the run up to the Presidential election in the US I tweaked the portfolio to take advantage of 
opportunities around the event. I sold the Royal London US tracker Fund and added the Sterling Hedged 
Sarasin Global Higher Dividend (Sterling Hedged) Fund as a protection against a rebounding British Pound 
whilst also adding the M&G UK Inflation linked Corporate Bond Fund.   

 
Outlook 

As we enter the new accounting period, global stock markets are chasing new highs as the impact of Donald 
Trump’s election pledges are priced into corporate profits. Massive infrastructure spending, corporate tax 
reform, repatriation of overseas profits and “make America great” has given the market a significant bout of 
confidence. Not only have equities rallied but yields have rallied on the expectation of inflation, a boon for 
financial institution profits and a welcome rise for savers. 

In terms of our portfolios however I have taken a somewhat more pessimistic view than that portrayed by 
the market. It seems that the Donald Trump plans are somewhat aggressive and far reaching. The ability to 
actually enact most of them in the short term seems to be at odds with the ability of the US to pay for them. 
As such I think getting his policies through without any hiccups could be difficult. 

US equity markets have been the catalyst for the global market gains over the past few quarters. The strength 
of the Dollar has significantly boosted sterling investors. On a fundamental basis however as we look at the 
valuations in the equity market it is very clear that US corporate earnings need to deliver to heightened 
expectations to justify their valuations. Will this be possible in the year ahead particularly with the strong 
Dollar? - That I feel will be down to Donald Trump and his ability to deliver on his promises. 

The year ahead will be punctuated with geo-political events that have the potential to create volatility. Dutch, 
French and German elections and of course Italy will all create uncertainty in Europe. The triggering of Brexit 
in the UK will be a step into the unknown and of course Trump’s relations globally, particularly with China and 
North Korea have the potential to destabilise sentiment. Russia – need we say anymore? 

With valuations looking fairly stretched globally I have positioned the portfolios defensively going into the 
accounting period. Our expectations for volatility should afford us the opportunity to take advantage and add 
value over the year. In a year that will see the return of higher inflation it is important that we protect capital 
values and aim to make a real return for our investors. 

 

 

 

Gavin Curran 
Fund Manager 
Doherty Pension & Investment Consultancy Limited 
11 May 2017 
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

Alternative Strategies Funds

(27.7%; 31.01.16 - 0.0%)

1,253,865 Artemis Strategic Assets 1,136,127 8.5

435,831 Invesco Perpetual Global Targeted Returns 511,448 3.8

1,800,601 Jupiter Absolute Return 1,039,847 7.8

680,294 Newton Real Return 1,003,161 7.6

3,690,583 27.7

Europe Funds

(5.0%; 31.01.16 - 8.7%)

769,349 Schroder European Alpha Plus 669,334 5.0

669,334 5.0

Fixed Interest Funds

(34.8%; 31.01.16 - 19.8%)

928,337 Fidelity Strategic Bond 1,082,441 8.1

590,551 Henderson Preference & Bond 803,150 6.0

706,522 Jupiter Strategic Bond 700,022 5.3

631,207 M&G UK Inflation Linked Corporate Bond 761,488 5.7

601,956 Schroder Monthly High Income 458,329 3.4

450,928 Standard Life Global Index Linked Bond 832,865 6.3

4,638,295 34.8

Global Equity Funds

(4.2%; 31.01.16 - 15.8%)

169,227 Invesco Perpetual Global Opportunities 556,994 4.2

556,994 4.2

Japan Funds

(11.8%; 31.01.16 - 8.3%)

146,810 Baillie Gifford Developed Asia Pacific 'Inc' 651,984 4.9

469,070 BlackRock Japan Equity Tracker 929,227 6.9

1,581,211 11.8  
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

UK Equity Funds

(8.9%; 31.01.16 - 19.8%)

253,389 Investec UK Special Situations 476,169 3.5

347,913 Sarasin Global Higher Dividend (Sterling Hedged) 718,091 5.4

1,194,260 8.9

Portfolio of investments 12,330,677 92.4

Net other assets 1,009,228 7.6

Total net assets 13,339,905 100.0  
 

Note: ‘Inc’ denotes income units of, or shares in, collective investment schemes. All other units/shares are accumulation 
units/shares.  All investments are in collective investment schemes. 

Absolute Return Funds’ sector disinvested since the beginning of the period (31 January 2016: 4.1%). 

Specialist Funds’ sector disinvested since the beginning of the period (31 January 2016: 11.7%). 

US Equity Funds’ sector disinvested since the beginning of the period (31 January 2016: 11.7%). 
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1 Feb 2016 to 1 Feb 2015 to 1 Feb 2014 to

A Accumulation Shares 31 Jan 2017 31 Jan 2016 31 Jan 2015

(pence per share) (pence per share) (pence per share)

Change in net assets per share

  Opening net asset value per share 139.46 144.45 134.73

  Return before operating charges* 28.93 (2.49) 12.13

  Operating charges (2.73) (2.50) (2.41)

  Return after operating charges* 26.20 (4.99) 9.72

  Closing net asset value per share 165.66 139.46 144.45

  Retained distributions on accumulation shares 0.00 0.00 0.00

  * after direct transaction costs of: 0.00 0.04 0.04

Performance

  Return after charges 18.79% (3.45)% 7.21%

Other information

  Closing net asset value £9,343,047 £9,904,821 £11,966,747

  Closing number of shares 5,639,850 7,102,250 8,284,497

  Operating charges (p.a.) 2.48% 2.39% 2.36%

  Direct transaction costs (p.a.) 0.00% 0.03% 0.03%

Prices

Highest published share price 167.41 153.24 145.97

Lowest published share price 132.59 135.75 132.70
 

 
Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 
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1 Feb 2016 to 1 Feb 2015 to 1 Feb 2014 to

B Accumulation Shares 31 Jan 2017 31 Jan 2016 31 Jan 2015

(pence per share) (pence per share) (pence per share)

Change in net assets per share

  Opening net asset value per share 115.81 119.34 110.76

  Return before operating charges* 24.10 (2.06) 10.00

  Operating charges (1.65) (1.47) (1.42)

  Return after operating charges* 22.45 (3.53) 8.58

  Closing net asset value per share 138.26 115.81 119.34

  Retained distributions on accumulation shares 0.32 0.00 0.07

  * after direct transaction costs of: 0.00 0.03 0.03

Performance

  Return after charges 19.39% (2.96)% 7.75%

Other information

  Closing net asset value £3,996,858 £2,131,856 £723,861

  Closing number of shares 2,890,777 1,840,858 606,551

  Operating charges (p.a.) 1.98% 1.89% 1.86%

  Direct transaction costs (p.a.) 0.00% 0.03% 0.03%

Prices

Highest published share price 139.69 126.74 120.59

Lowest published share price 110.12 112.52 109.47  
Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 
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31.01.17 31.01.16

Notes £ £ £

Income

 Net capital gains/(losses) 2 2,139,245 (357,652)

 Revenue 3 188,370 143,120 

Expenses 4 (203,841) (216,514)

Interest payable and similar charges 6 (51) (14)

Net expense before taxation (15,522) (73,408)

Taxation 5 (99)  - 

Net expense after taxation (15,621) (73,408)

Total return/(loss) before distributions 2,123,624 (431,060)

Distributions 6 (8,030) (1)

2,115,594 (431,061)
Change in net assets attributable to 

shareholders from investment activities  

31.01.17 31.01.16

Notes £ £ £

Opening net assets attributable to shareholders 12,036,677 12,690,608 

Movements due to issue and repurchases of shares:

Amounts receivable on issue of shares 2,255,196 1,812,633 

Amounts payable on cancellation of shares (3,076,838) (2,035,503)

(821,642) (222,870)

2,115,594 (431,061)

Retained distributions on accumulation shares 6 9,276  - 

Closing net assets attributable to shareholders 13,339,905 12,036,677 

Change in net assets attributable to shareholders 

from investment activities
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Notes 31.01.17 31.01.16

£ £

Assets:

Fixed Assets:

 Investments 12,330,677 12,026,311 

Current Assets:

 Debtors 7 41,202 6,017 

 Cash and bank balances 8 996,449 31,184 

Total assets 13,368,328 12,063,512 

Liabilities:

Creditors:

 Other creditors 9 28,423 26,835 

Total liabilities 28,423 26,835 

Net assets attributable to shareholders 13,339,905 12,036,677  
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1. Accounting policies 

(a) Basis of accounting 

The financial statements have been prepared under the historical cost basis, as modified by the 
revaluation of investments, and in accordance with Financial Reporting Standard 102 (FRS 102) and in 
accordance with the Statement of Recommended Practice (SORP) for Financial Statements of 
Authorised Funds issued by the Investment Association in May 2014. 

As described in the Statement of Authorised Corporate Director’s Responsibilities, the ACD continues 
to adopt the going concern basis in the preparation of the financial statements of the Fund. 

(b) Functional Currency 

The functional currency used in the financial statements is Pound Sterling. 

(c) Recognition of revenue 

Dividends and distributions on holdings, net of any irrecoverable tax credits, are recognised when the 
collective investment scheme is quoted ex-dividend or ex-distribution.  Bank interest and management 
fee rebates are accounted for on an accruals basis. 

(d) Treatment of stock dividends 

Stock dividends are credited to the capital account when the stock is quoted ex-dividend.  The cash 
equivalent is then transferred to the revenue account and forms part of the distributable revenue. 

The allocation of special dividends is considered on a case-by-case basis. 

(e) Equalisation on distributions 

Equalisation on revenue distributions from underlying collective investment scheme investments is 
treated as a return of capital. 

(f) Treatment of expenses 

All expenses, except those relating to the purchase and sale of investments are charged to the revenue 
account. 

(g) Allocation of revenue and expenses to multiple share classes 

Any assets or liabilities not attributable to a particular share class are allocated by the ACD in a manner 
which is considered fair to shareholders in general, usually pro-rata based on the net asset values of 
the relevant share classes. 
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1. Accounting policies (continued) 

(h) Taxation/deferred taxation 

Corporation tax is provided for on taxable revenue, less deductible expenses, at a rate of 20%. 

Deferred tax is provided for in respect of all items that have been included in these financial statements 
that will be included in future periods for taxation purposes, other than those timing differences 
regarded as permanent.  Any liability to deferred tax is provided for at the rate of tax expected to 
apply. 

Income tax on interest distributions is classed as ‘income tax recoverable’ and is recovered on a yearly 
basis on submission of the Fund’s annual tax return. 

(i) Distribution policy 

Net revenue produced by the investments is distributed annually.  At the end of the accounting period, 
the revenue, less the expenses allocated to the revenue account, is accumulated as per the prospectus. 

(j) Exchange rates 

Assets and liabilities in overseas currencies at the year-end are translated into Sterling at the latest 
available rates of exchange on the balance sheet date. 

(k) Basis of valuation of investments 

The investments are valued at closing prices on the balance sheet date.  If closing prices are not 
available, the latest available prices are used. 

If separate offer and bid prices are quoted for shares or units, then the bid price is used. 

If no price or recent available price exists, the investment is valued at a price which, in the opinion of 
the ACD, reflects the fair value of the investment. 

(l) Management fee rebates 

Management fee rebates are accounted for on an accruals basis and are allocated to the capital or 
revenue account of the Fund, according to whether the underlying fund charges its fees to capital or 
revenue. 

2. Net capital gains/(losses) 

31.01.17 31.01.16

£ £

Non-derivative securities 2,139,735 (357,357)

Transaction charges (490) (295)

Net capital gains/(losses) 2,139,245 (357,652)  
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3. Revenue 

31.01.17 31.01.16

£ £

UK franked distributions 55,751 113,275 

UK unfranked distributions 132,604 29,818 

Bank interest 15 26 

Income management fee rebates  - 1 

Total revenue 188,370 143,120  

4. Expenses 

31.01.17 31.01.16

£ £

Annual management charge 171,559 187,185 

Registration fees 7,119 4,491 

Administration fees 9,366 9,254 

188,044 200,930 

Depositary's fees 6,136 6,199 

Safe custody fees 287 301 

6,423 6,500 

Other expenses:

Audit fee 6,480 6,480 

Tax fee 2,280 2,280 

FCA fee 252 324 

Other expenses 362  - 

9,374 9,084 

Total expenses 203,841 216,514 

31.01.17 31.01.16

£ £

Fees payable to the company auditor for the audit of 

the companies annual accounts:

Total audit fee 6,480 6,480 

Total non audit fees - Tax compliance services 2,280 2,280 

Payable to the ACD, associates of the ACD and 

agents of either:

Payable to the Depositary, associates of the 

Depositary and agents of either:
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5. Taxation 

(a) Analysis of the charge in the year 

31.01.17 31.01.16

£ £

Analysis of charge in the year

Corporation tax  -  - 

Irrecoverable income tax 99  - 

Total current tax for the year (see note 5(b)) 99  - 

Deferred tax (see note 5(c))  -  - 

Total taxation for the year 99  -  

(b) Factors affecting the current taxation charge for the year 

The taxation assessed for the year is higher than the standard rate of corporation tax in the UK for an 
open-ended investment company (20%).  The differences are explained below: 

31.01.17 31.01.16

£ £

Net expense before taxation (15,522) (73,408)

Corporation tax at 20% (3,104) (14,682)

Effects of:

Revenue not subject to taxation (11,150) (22,655)

Excess expenses for which no relief taken 14,254 37,337 

Irrecoverable income tax 99  - 

Total tax charge for the year (see note 5(a)) 99  -  

(c) Provision for deferred tax 

As at 31 January 2017 the Fund had surplus management expenses of £805,933. (31 January 2016: 
£734,659).  The deferred tax in respect of this would be £161,186 (31 January 2016: £146,932).  It is 
unlikely that the Fund will generate sufficient taxable profits in the future to utilise these expenses and 
therefore no deferred tax asset has been recognised at the year-end (see note (5a)). 
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6. Distributions 

Distributions and interest 

The distributions take account of revenue received on the issue of shares and revenue deducted on 
the cancellation of shares, and comprise: 

31.01.17 31.01.16

£ £

Final - Accumulation (31 Jan) 9,276  - 

9,276  - 

Add: Revenue deducted on cancellation of shares 2,127 1 

Deduct: Revenue received on issue of shares (3,373)  - 

Net distribution for the year 8,030 1 

Interest 51 14 

Total finance costs 8,081 15 

Reconciliation to net distribution for the year

Net expense after taxation for the year (15,621) (73,408)

Losses transferred to capital 23,651 73,409 

Net distribution for the year 8,030 1  

Details of the distribution per share are set out on page 54. 
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7. Debtors 

31.01.17 31.01.16

£ £

Amounts receivable for issue of shares 22,060  - 

Prepayments 41 54 

Income tax recoverable 19,101 5,963 

Total debtors 41,202 6,017  

8. Cash and bank balances 

31.01.17 31.01.16

£ £

Cash and bank balances 996,449 31,184 

Total cash and bank balances 996,449 31,184  

9. Other creditors 

31.01.17 31.01.16

£ £

Amounts payable for cancellation of shares 1,007 1,462 

Accrued annual management charge 16,365 14,884 

Accrued registration fees 807 319 

Accrued administration fees 845 802 

Accrued depositary fees 582 502 

Accrued custody fees 57 106 

Accrued audit fees 6,480 6,480 

Accrued tax fees 2,280 2,280 

Total creditors 28,423 26,835  
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10. Related party transactions 

The ACD is regarded as a related party of the Fund. The ACD acts as either agent or principal for the 
Depositary in respect of all transactions of shares.  The monies received through issue and paid on 
cancellation are disclosed in the statement of change in net assets attributable to shareholders. 

As at the balance sheet date, there were no shares held by the ACD, the Depositary or associates of 
either the ACD or the Depositary. 

As at the balance sheet date, there was one shareholder (Standard Life Trustee Company) that held 
shares in the Fund amounting to approximately 28% of the Fund’s Net Asset Value. 

Details of transactions occurring during the accounting period with the ACD and the Depositary, and 
any balances due at the year end, are fully disclosed in the notes to the Financial Statements. 

11. Share classes 

As at the year end, the Fund had two share classes. The following table shows a breakdown of the 
change in shares in issue of each share class in the period: 

A Accumulation

Opening shares at the start of the period 7,102,249.765 

Total creation of shares in the period 35,880.666 

Total cancellation of shares in the period (1,498,280.734)

Closing shares at the end of the period 5,639,849.697 

B Accumulation

Opening shares at the start of the period 1,840,857.582 

Total creation of shares in the period 1,687,686.619 

Total cancellation of shares in the period (637,767.422)

Closing shares at the end of the period 2,890,776.779  

The annual management charge of each share class is as follows: 

A Accumulation Shares   1.50% p.a. 

B Accumulation Shares    1.00% p.a. 

The net asset value of each share class, the net asset value per share and the number of shares in 
each class are given in the Summary of Fund Performance tables on pages 38 and 39.  The distribution 
per share class is given in the distribution table on page 54. All share classes have the same rights on 
winding up. 
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12. Risk management policies 

In pursuing the investment objectives, financial instruments are held, which may expose the Fund to 
various types of risk.  The main risks inherent in the investment portfolio, and the ACD’s policies for 
managing these risks, which were applied consistently throughout the period, are set out below: 

(a) Currency exposures 

The Fund’s financial assets are mainly invested in other Collective Investment Schemes and 
transferrable securities whose prices are generally quoted in Sterling.  The Fund may also invest in 
other schemes whose prices are quoted in other currencies.  As it didn’t do so at the year end, there 
was no direct currency exposure. 

In addition, the Fund holds collective investment schemes which may in turn hold underlying 
investments in foreign currencies. The Fund may therefore have an indirect exposure to exchange rate 
movements on those underlying investments. Movements in exchange rates will impact on the prices 
of such underlying investments and as a result may affect the value of the Fund. 

(b) Cash flow risk and interest rate risk profile of financial assets and liabilities 

The Fund’s revenue is mainly received from holdings in collective investment schemes.  The revenue 
cash flow from these and from their underlying investments may fluctuate depending upon decisions 
made by the companies in which they invest.  The Fund does not have any long term financial liabilities.  
The Fund is affected by the impact of movements in interest rates on its own cash balances and on 
certain underlying investments held by the collective investment schemes in which it invests. 

The direct exposure to interest rate risk as at the balance sheet date is shown in the following table:  

Floating Fixed Financial Floating Financial Net assets

rate rate assets rate liabilities attributable

financial financial not financial not to

assets assets bearing liabilities bearing shareholders

interest interest

£'000 £'000 £'000 £'000 £'000 £'000

31.01.17

Sterling 996  - 12,372  - (28) 13,340 

31.01.16

Sterling 31  - 12,033  - (27) 12,037  
 
As at the period end the Fund invested 34.8% of its assets in Collective Investment Schemes that hold 
fixed interest investments (31 January 2016: 19.8%). 
 
Short term debtors and creditors are included as financial assets and liabilities not bearing interest in 
the above table. The floating rate financial assets and liabilities comprise: Sterling denominated bank 
account balances that bear interest at the Bank of England base rate less 75 basis points (to a minimum 
of NIL) and overdrafts that bear interest at the Bank of England base rate plus 100 basis points.  
Financial assets and liabilities not bearing interest mainly comprise investments that do not have a 
maturity date. 
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12. Risk management policies (continued) 

(b) Cash flow risk and interest rate risk profile of financial assets and liabilities (continued) 

Changes in interest rates would have no material impact to the valuation of floating rate financial 
assets or liabilities as at the balance sheet date. Consequently, no sensitivity analysis has been 
presented. 

(c) Liquidity risk 

All of the Fund’s underlying financial assets are considered to be readily realisable.  Where investments 
cannot be realised in time to meet any potential liability, the Fund may borrow up to 10% of its net 

asset value to ensure settlement.  All of the Fund’s financial liabilities are payable on demand or in less 
than one year. 

(d) Credit risk 

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other 
party by failing to discharge an obligation. This includes counterparty and issuer risk. Cash is held with 
reputable credit institutions and credit risk is assessed on a regular basis. 

Certain transactions in securities that the Fund enters into expose it to the risk that the counterparty 
will not deliver the investment for a purchase, or cash for a sale after the Fund has fulfilled its 
obligations. The Fund only buys and sells investments through brokers which have been approved by 
the ACD as an acceptable counterparty and these are reviewed on an ongoing basis.  

(e) Market price risk and fair value of financial assets and liabilities 

The value of the shares/units in the underlying schemes are not fixed and may go down as well as up.  
This may be the result of a specific factor affecting the value of an individual share/unit held within an 
underlying scheme or be caused by general market factors (such as government policy or the health 
of the underlying economy) which can affect the entire portfolio. 

The Investment Manager seeks to minimise these risks by holding diversified portfolios of collective 
investment schemes in line with the investment objectives.  In addition, the management of the Fund 
complies with the Financial Conduct Authority’s Collective Investment Schemes sourcebook, which 
includes rules prohibiting a holding greater than 20% of the assets of the Fund in any one underlying 
investment. 

If the value of shares/units in the underlying investments were to increase or decrease by 10% the 
change in the net asset value of the Fund would be £1,233,068 (31 January 2016: £1,203,668). This 
calculation assumes all other variables remain constant. 
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12. Risk management policies (continued) 

(f) Fair value of financial assets and liabilities 

31 January 2017 31 January 2016

Valuation technique £ £

Quoted prices for identical instruments in active markets  -  - 

Prices of recent transactions for identical instruments 12,330,677 12,026,311 

Valuation techniques using observable market data  -  - 

Valuation techniques using non-observable data  -  - 

12,330,677 12,026,311 

INVESTMENT ASSETS

 

As at the year-end there were no investment liabilities (31 January 2016: £nil). There is no material 
difference between the value of the financial assets and liabilities, as shown in the balance sheet, and 
their fair value. 

(g) Commitments on derivatives 

No derivatives were held at the balance sheet date (31 January 2016: £nil).  
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13. Transaction costs 

(a)      Direct transaction costs 

Direct transaction costs include fees and commissions paid to agents, advisers, brokers and dealers, 
levies by regulatory agencies and securities exchanges, and transfer taxes and duties incurred when 
purchasing and selling the underlying securities. A breakdown of the purchases and sales, and the 
related direct transaction costs incurred by the Fund in the period are shown in the table below: 

31.01.17 31.01.16

£ £

Analysis of total purchase costs

PURCHASES

Collective Investment Schemes 10,950,000 16,021,414 

Net purchases before direct transaction costs 10,950,000 16,021,414 

% of total % of total

DIRECT TRANSACTION COSTS purchases purchases

Collective Investment Schemes  - 0.00% 3,586 0.02%

Total direct transaction costs  - 0.00% 3,586 0.02%

Gross purchases total 10,950,000 16,025,000 

Analysis of total sale costs

SALES

Collective Investment Schemes 12,947,509 16,336,415 

Gross sales before direct transaction costs 12,947,509 16,336,415 

% of total % of total

DIRECT TRANSACTION COSTS sales sales

Collective Investment Schemes  - 0.00%  - 0.00%

Total direct transaction costs  - 0.00%  - 0.00%

Net sales total 12,947,509 16,336,415 

31.01.17 % of 31.01.16 % of

£ average NAV £ average NAV

Collective Investment Schemes  - 0.00% 3,586 0.03%

Total direct transaction costs  - 0.00% 3,586 0.03%

Analysis of total direct transaction 

costs
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13.     Transaction costs (continued) 

(b) Average portfolio dealing spread 

The average portfolio dealing spread of the investments at the balance sheet date was 0.29% (31 
January 2016: 0.25%). This is calculated as the difference between the offer and bid value of the 
portfolio as a percentage of the offer value. 

14. Capital commitments and contingent liabilities 

The Fund had no capital commitments or contingent liabilities at the balance sheet date. (31 January 

2016: £nil) 

15. Post balance sheet events 

Subsequent to the year end, the net asset value per share of the A Accumulation shares has increased 
from 165.66p to 167.47p as at 28 April 2017.  This movement takes into account routine transactions 
but also reflects the market movements of recent months.  There are no post balance sheet events 
which require adjustments at the year end. 
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Final Distribution (31 January 2017)

Group 1 - Shares purchased on or prior to 31 January 2016

Group 2 - Shares purchased after 31 January 2016

Shares Revenue Equalisation¹ Paid/Accumulated Paid/Accumulated

31.03.17 31.03.16

(pence) (pence) (pence) (pence)

A Accumulation

Group 1  -  -  -  - 

Group 2  -  -  -  - 

B Accumulation

Group 1 0.3208  - 0.3208  - 

Group 2 0.1208 0.2000 0.3208  - 
 

¹ Equalisation applies only to shares purchased during the distribution period (Group 2 shares).  It is the average amount 
of revenue included in the purchase price of all Group 2 shares and is refunded to holders of these shares as a return of 
capital.  Being capital, it is not liable to income tax but must be deducted from the cost of shares for capital gains tax 
purposes. 
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The Fund is a sub-fund of TB Doherty Funds with investment powers equivalent to those of a UCITS Scheme 
as defined in the Glossary to the Financial Conduct Authority (‘FCA’) Handbook. 

Through a careful selection of the various asset classes and volatility measurements the TB Doherty Cautious 
Managed Fund‘s strategy aims to protect the capital value of investments whilst targeting a level of growth 
that is superior to that on offer through Bank Deposit rates.  

The Fund will gain exposure indirectly via eligible collective investment schemes (it is a fund of funds) to a 
range of eligible assets such as transferable securities (shares (including investment trusts), debentures, 
government and public securities, warrants or certificates representing certain securities), money market 
instruments, deposits, cash, property and commodities to provide diversification. Derivatives will be used only 
for the purpose of Efficient Portfolio Management. 

The fund is benchmarked against UK Inflation1 plus 2%.  
 
Note: The Fund was previously benchmarked against the Investment Association (IA) Mixed Investment 20-
60% Shares Sector. Following FCA confirmation that the change didn’t affect the ongoing authorisation of the 
fund and 60 days prior notice to shareholders, it was changed to UK Inflation plus 2% on the 1 March 2016. 
 
1The Bank of England’s preferred measure of UK inflation, which is currently the Consumer Price Index (“CPI”).  

The value of the investments may go down as well as up in response to general market conditions and the 
performance of the assets held. Investors may not get back the money which they invested. There is no 
guarantee that the Fund will meet its stated objectives. The Fund invests in global shares, with some regions 
being regarded as more risky. The movements of exchange rates may lead to further changes in the value of 
investments and the income from them. There is a risk that any company providing services such as safe 
keeping of assets may become insolvent, which may cause losses to the Fund. 

The Synthetic Risk and Reward Indicator demonstrates in a standard format where the Fund ranks in terms 
of its potential risk and reward. It is based on historical performance data, may change over time and may 
not be a reliable indication of the future risk profile of the Fund. The indicator uses a scale of 1 to 7. The 
higher the rank the greater the potential reward but the greater the risk of losing money. The lowest category 
does not mean a fund is a risk free investment. The Fund is in risk category 4 because it invests in a variety 
of asset classes. 

The Ongoing Charges Figure (‘OCF’) provides investors with a clearer picture of the total annual costs in 
running a Collective Investment Scheme. The OCF consists principally of the annual management charge, but 
also includes the costs for other services paid in respect of depositary, custody, FCA, audit fees and transaction 
charges. As the Fund invests in other funds, the weighted average costs of the underlying funds have also 
been taken into account. The OCFs, as calculated in accordance with ESMA guidelines, are disclosed as 
‘Operating charges (p.a.)’ in the Summary of Fund Performances table on page 61 to 62. 

Please note that the maximum level of management fees which may be charged to any collective investment 
scheme in which the Fund invests is 6%. 
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Performance 

    Cumulative returns for the periods ended 31 January 2017 

(%) 

    1 year 3 years 5 years From launch 

A Accumulation Shares    14.34 16.11 33.52 60.381 

B Accumulation Shares    14.88 17.84 N/A 29.642 

UK Inflation3
 plus 2%     3.94 8.68 18.34 36.601 

¹ From 1 June 2009. 2 From 24 December 2012. 
3 The Bank of England’s preferred measure of UK inflation, which is currently the Consumer Price Index (“CPI”) 

Source: Financial Express. Total return, bid to bid. Sterling terms. 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 

This report covers the period from the 1st of February 2016 to the 31st of January 2017. Over the period the 
fund out-performed the benchmark of UK CPI +2% net of charges. The investment period was extremely 
volatile as markets navigated political instability in the form of a BREXIT vote and a US presidential election, 
neither of which followed the expected script.  Markets started the accounting period deep in the red as the 
crash that started in late January continued into early February. Our active strategy that saw us sell out of 
defensive positions going into the new accounting period paid off almost immediately as a bottoming out in 
the Oil price heralded the start of a V-shaped recovery in risk assets that continued through the first quarter. 
The sharp rebound higher in the following months allowed us to take profits and close out some of our equity 
over-weights in preparation for the expected volatility surrounding the BREXIT vote. 

The final few months prior to the BREXIT vote were dominated by volatility. As the pendulum swung, so too 
did the markets. When “Leave” looked to be the winner, markets dropped sharply only to rebound as the 
“Remain” campaign regained lost ground. In the end a vote to “leave” was met by a sharp bout of selling 
relating to the uncertainty of the event. Sterling fell sharply against the currencies of its trading partners. 
Markets had stepped across into the unknown and a process of decoupling had begun. Within days however 
it became clear that the decoupling process would take years and that the weakness in Sterling would be a 
boon for exporters in the interim period as goods and services originating from the UK were now significantly 
cheaper and more attractive. Equity markets reacted strongly and the recovery from losses was sharp. 

Markets stabilised somewhat during the rest of the summer months aided by a reactionary move by the Bank 
of England to cut interest rates to 0.25% and instigate a program of corporate bond buying. At the time this 
seemed to be the correct move however in hindsight it may not have been required. The UK were not the 
only central bank fighting potential deflation. Japan and Europe both added to their stimulus programmes 

with Japan’s policy being ramped up to include the purchase of domestic shares in companies that could show 
improvement in corporate governance. The Japanese strategy seem to be gaining attention in the US with 
Janet Yellen not discounting corporate bond and equity buying as a solution to growth. All this monetary and 
fiscal stimulus has proved to be a great backdrop for wealth creation for investors, however for savers it has 
meant zero and indeed negative interest rates in many regions. 
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The final quarter of 2016 offered us up a new US President in Donald Trump. In much the same level of shock 
as the BREXIT Vote, the victory of Donald Trump has left most of us scratching our heads as to the future 
path of global political and financial policies. The unexpected result in the US election initially saw global 
equities sell off sharply only to rebound at an even faster pace than the post UK Brexit rebound. Market 
participants took the view that Trump’s policies would be pro-growth and pro-tax reform and his focus on 
infrastructure spending would be inflationary. These policies sparked both a rally in earnings and inflation 
expectations that has effectively put a pin in the Bond market balloon that has been steadily inflating over the 
past 8 years.  

The final months of the year and up to the end of the accounting period saw equities markets continue to 
rally as Bond yields spiked. Sectors such as Financials that were perceived to benefit from the Trump 
administration and higher rates saw share prices rise strongly. As the rally continues the louder the calls have 
become that equity valuations were stretched. Going into the period end investors were still paying top-

valuations for US equities. By the end of January US Treasury markets were pricing in at least three rate rises 
in 2017 with 10 year yields pricing around 2.50%. 

Fund Selection and Asset Allocation 

The asset allocations at the balance sheet date are shown below: 

 

Sector Asset allocation as at  

31 January 2017  

 (%) 

Asset allocation as at  

31 January 2016 

(%) 

Alternative Strategies Funds 28.8 - 

Absolute Return Funds - 5.4 

Europe Funds 3.9 8.7 

Fixed Interest Funds 44.1 33.7 

Global Equity Funds 
 

- 15.9 

Japan Funds 
 

9.9 8.4 

Specialist Funds - 2.1 

UK Equity Funds 8.1 15.4 

US Equity Funds - 9.2 

Cash and Other 5.2 1.2 

Total 100.0 100.0 

The full list of holdings at the balance sheet date is shown in the Portfolio Statement on pages 59 and 60. 

Over the accounting period our Fund was very active as several opportunities arose that allowed us to go 
overweight various strategies that helped to add value. As alluded to in the commentary the key opportunities 
arose at the start of the accounting period following the sharp sell-off in equity markets through January and 
into February. In early February I added to our European exposure, adding a holding in the Vanguard FTSE 
Developed Europe ex UK Fund. This increase in equities boosted our equity additions from late January.  

The chance to add over-weights to our equity positions, particularly in the Cautious Fund brought about what 
can only be described as an opportunistic trading opportunity. The fundamentals behind the sell-off were 
China, overvaluation, a crashing oil price and the threat of Global deflation. The rebound on the other hand 
was more of a reaction to the rebound in the Oil price and as such I used the sharp reversal as an opportunity 
over the following months to re-balance the cautious portfolio back to a neutral equity footing ahead of the 
impending BREXIT volatility.  
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The run up to, during and after the BREXIT campaign provided as expected an opportunity to add further 
value to the portfolio. In the run up to the vote I sold our L&G Global Health & Pharmaceutical Holdings plus 
reduced our UK Passive Equity tracker exposure. To protect the portfolio against impending volatility I 
purchased the Newton Real Return and Jupiter Absolute Return Funds. Both Funds are Alternative style 
strategies and seek to make a positive return whilst reducing volatility.  

Post the Brexit vote and following a significant rally in non-Sterling based investments due to the weakness 
in Sterling, I took the opportunity to re-align our Bond portfolios, selling down our exposure to the Newton 
International Bond Fund in late summer. I also took the opportunity to trade out of our loss making position 
in Global energy as I felt the scope of oil to further rally was limited. In place and as a result of inflationary 
pressures of the weak sterling I bought Standard Life Global Index-linked Bonds and Artemis Strategic Assets 
Fund. 

Finally in the run up to the Presidential election in the US I tweaked the portfolio to take advantage of 
opportunities around the event. I sold down our Long duration Corporate Bond Fund and our L&G Sterling 
Corporate Bond, reducing our exposure to interest rates and added the Sarasin Global Higher Dividend 
(Sterling Hedged) Fund and the M&G UK Inflation linked Corporate Bond Fund. 

Outlook 

As we enter the new accounting period, global stock markets are chasing new highs as the impact of Donald 
Trump’s election pledges are priced into corporate profits. Massive infrastructure spending, corporate tax 
reform, repatriation of overseas profits and “make America great” has given the market a significant bout of 
confidence. Not only have equities rallied but yields have rallied on the expectation of inflation, a boon for 
financial institution profits and a welcome rise for savers. 

In terms of our portfolios however I have taken a somewhat more pessimistic view than that portrayed by 
the market. It seems that the Donald Trump plans are somewhat aggressive and far reaching. The ability to 
actually enact most of them in the short term seems to be at odds with the ability of the US to pay for them. 
As such I think getting his policies through without any hiccups could be difficult. 

US equity markets have been the catalyst for the global market gains over the past few quarters. The strength 
of the Dollar has significantly boosted sterling investors. On a fundamental basis however as we look at the 
valuations in the equity market it is very clear that US corporate earnings need to deliver to heightened 
expectations to justify their valuations. Will this be possible in the year ahead particularly with the strong 
Dollar? - That I feel will be down to Donald Trump and his ability to deliver on his promises. 

The year ahead will be punctuated with geo-political events that have the potential to create volatility. Dutch, 
French and German elections and of course Italy will all create uncertainty in Europe. The triggering of Brexit 
in the UK will be a step into the unknown and of course Trump’s relations globally, particularly with China and 
North Korea have the potential to destabilise sentiment. Russia – need we say anymore? 

With valuations looking fairly stretched globally I have positioned the portfolios defensively going into the new 
accounting period. Our expectations for volatility should afford us the opportunity to take advantage and add 
value over the year. In a year that will see the return of higher inflation it is important that we protect capital 
values and aim to make a real return for our investors. 

 

 

 

 

 

Gavin Curran 
Fund Manager 
Doherty Pension & Investment Consultancy Limited 
11 May 2017 
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

Alternative Strategies Funds

(28.8%; 31.01.16 - 0.0%)

2,825,276 Artemis Strategic Assets 2,559,983 6.4

1,744,744 Invesco Perpetual Global Targeted Returns 2,047,457 5.1

5,855,072 Jupiter Absolute Return 3,381,304 8.5

2,385,190 Newton Real Return 3,517,201 8.8

11,505,945 28.8

Europe Funds

(3.9%; 31.01.16 - 8.7%)

1,803,062 Schroder European Alpha Plus 1,568,664 3.9

1,568,664 3.9

Fixed Interest Funds

(44.1%; 31.01.16 - 33.7%)

2,090,301 Fidelity Strategic Bond 2,437,291 6.1

2,302,076 Henderson Preference & Bond 3,130,823 7.8

754,148 Invesco Perpetual Monthly Income Plus 1,358,522 3.4

2,173,913 Jupiter Strategic Bond 2,153,913 5.4

2,666,280 Kames Strategic Bond 3,124,879 7.8

1,683,218 M&G UK Inflation Linked Corporate Bond 2,030,635 5.1

1,881,114 Schroder Monthly High Income 1,432,280 3.6

1,061,008 Standard Life Global Index Linked Bond 1,959,682 4.9

17,628,025 44.1

Japan Funds

(9.9%; 31.01.16 - 8.4%)

633,854 Baillie Gifford Developed Asia Pacific 'Inc' 2,814,946 7.0

575,043 BlackRock Japan Equity Tracker 1,139,160 2.9

3,954,106 9.9  

TB DOHERTY CAUTIOUS MANAGED FUND, PORTFOLIO STATEMENT 

As at 31 January 2017 
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

UK Equity Funds

(8.1%; 31.01.16 - 15.4%)

633,473 Investec UK Special Situations 1,190,422 3.0

994,036 Sarasin Global Higher Dividend (Sterling Hedged) 2,051,690 5.1

3,242,112 8.1

Portfolio of investments 37,898,852 94.8

Net other assets 2,048,271 5.2

Total net assets 39,947,123 100.0  

 

Note: ‘Inc’ denotes income units of, or shares in, collective investment schemes. All other units/shares are accumulation 
units/shares.  All investments are in collective investment schemes. 

Absolute Return Funds’ sector disinvested since the beginning of the period (31 January 2016: 5.4%). 

Global Equity Funds’ sector disinvested since the beginning of the period (31 January 2016: 15.9%). 

Specialist Funds’ sector disinvested since the beginning of the period (31 January 2016: 2.1%). 

US Equity Funds’ sector disinvested since the beginning of the period (31 January 2016: 9.2%). 
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1 Feb 2016 to 1 Feb 2015 to 1 Feb 2014 to

A Accumulation Shares 31 Jan 2017 31 Jan 2016 31 Jan 2015

(pence per share) (pence per share) (pence per share)

Change in net assets per share

  Opening net asset value per share 141.26 146.17 137.84

  Return before operating charges* 21.55 (2.54) 10.63

  Operating charges (2.49) (2.37) (2.30)

  Return after operating charges* 19.06 (4.91) 8.33

  Closing net asset value per share 160.32 141.26 146.17

  Retained distributions on accumulation shares 0.25 0.00 0.11

  * after direct transaction costs of: 0.00 0.03 0.05

Performance

  Return after charges 13.49% (3.36)% 6.04%

Other information

  Closing net asset value £27,865,806 £27,121,851 £33,890,615

  Closing number of shares 17,381,592 19,200,250 23,185,417

  Operating charges (p.a.) 2.39% 2.25% 2.24%

  Direct transaction costs (p.a.) 0.00% 0.02% 0.04%

Prices

Highest published share price 161.64 153.25 147.36

Lowest published share price 135.32 138.13 136.94
 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 
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1 Feb 2016 to 1 Feb 2015 to 1 Feb 2014 to

B Accumulation Shares 31 Jan 2017 31 Jan 2016 31 Jan 2015

(pence per share) (pence per share) (pence per share)

Change in net assets per share

  Opening net asset value per share 113.58 116.95 109.73

  Return before operating charges* 17.33 (2.06) 8.50

  Operating charges (1.40) (1.31) (1.28)

  Return after operating charges* 15.93 (3.37) 7.22

  Closing net asset value per share 129.51 113.58 116.95

  Retained distributions on accumulation shares 0.77 0.16 0.66

  * after direct transaction costs of: 0.00 0.02 0.04

Performance

  Return after charges 14.03% (2.88)% 6.58%

Other information

  Closing net asset value £12,081,317 £9,663,216 £7,202,035

  Closing number of shares 9,328,287 8,507,606 6,158,442

  Operating charges (p.a.) 1.89% 1.75% 1.74%

  Direct transaction costs (p.a.) 0.00% 0.02% 0.04%

Prices

Highest published share price 130.55 122.73 117.88

Lowest published share price 108.82 111.03 109.40
 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 

TB DOHERTY CAUTIOUS MANAGED FUND, SUMMARY OF FUND PERFORMANCE (CONTINUED) 
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31.01.17 31.01.16

Notes £ £ £

Income

  Net capital gains/(losses) 2 4,815,852 (1,138,540)

  Revenue 3 696,263 499,794 

Expenses 4 (580,348) (604,703)

Net revenue/(expense) before taxation 115,915 (104,909)

Taxation 5 (1,008)  - 

Net revenue/(expense) after taxation 114,907 (104,909)

Total return/(loss) before distributions 4,930,759 (1,243,449)

Distributions 6 (114,907) (12,057)

4,815,852 (1,255,506)
Change in net assets attributable to 

shareholders from investment activities  

31.01.17 31.01.16

Notes £ £ £

Opening net assets attributable to shareholders 36,785,067 41,092,650 

Movements due to issue and repurchases of shares:

Amounts receivable on issue of shares 1,868,416 4,156,844 

Amounts payable on cancellation of shares (3,637,066) (7,222,299)

(1,768,650) (3,065,455)

4,815,852 (1,255,506)

Retained distributions on accumulation shares 6 114,854 13,378 

Closing net assets attributable to shareholders 39,947,123 36,785,067 

Change in net assets attributable to shareholders 

from investment activities

 

 

TB DOHERTY CAUTIOUS MANAGED FUND, STATEMENT OF TOTAL RETURN 
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Notes 31.01.17 31.01.16

£ £

Assets:

Fixed assets:

 Investments 37,898,852 36,336,210 

Current assets:

 Debtors 7 92,337 75,268 

 Cash and bank balances 8 2,063,383 470,995 

Total assets 40,054,572 36,882,473 

Liabilities:

Creditors:

 Other creditors 9 107,449 97,406 

Total liabilities 107,449 97,406 

Net assets attributable to shareholders 39,947,123 36,785,067  
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1. Accounting policies 

(a) Basis of accounting 

The financial statements have been prepared under the historical cost basis, as modified by the 
revaluation of investments, and in accordance with Financial Reporting Standard 102 (FRS 102) and in 
accordance with the Statement of Recommended Practice (SORP) for Financial Statements of 
Authorised Funds issued by the Investment Association in May 2014. 

As described in the Statement of Authorised Corporate Director’s Responsibilities, the ACD continues 
to adopt the going concern basis in the preparation of the financial statements of the Fund. 

(b) Functional Currency 

The functional currency used in the financial statements is Pound Sterling. 

(c) Recognition of revenue 

Dividends and distributions on holdings, net of any irrecoverable tax credits, are recognised when the 
collective investment scheme is quoted ex-dividend or ex-distribution.  Bank interest and management 
fee rebates are accounted for on an accruals basis. 

(d) Treatment of stock dividends 

Stock dividends are credited to the capital account when the stock is quoted ex-dividend.  The cash 
equivalent is then transferred to the revenue account and forms part of the distributable revenue. 

The allocation of special dividends is considered on a case-by-case basis. 

(e) Equalisation on distributions 

Equalisation on revenue distributions from underlying collective investment scheme investments is 
treated as a return of capital. 

(f) Treatment of expenses 

All expenses, except those relating to the purchase and sale of investments are charged to the revenue 
account. 

(g) Allocation of revenue and expenses to multiple share classes 

Any assets or liabilities not attributable to a particular share class are allocated by the ACD in a manner 
which is considered fair to shareholders in general, usually pro-rata based on the net asset values of 
the relevant share classes. 
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1. Accounting policies (continued) 

(h) Taxation/deferred taxation 

Corporation tax is provided for on taxable revenue, less deductible expenses, at a rate of 20%. 

Deferred tax is provided for in respect of all items that have been included in these financial statements 
that will be included in future periods for taxation purposes, other than those timing differences 
regarded as permanent.  Any liability to deferred tax is provided for at the rate of tax expected to 
apply. 

Income tax on interest distributions is classed as ‘income tax recoverable’ and is recovered on a yearly 
basis on submission of the Fund’s annual tax return. 

(i) Distribution policy 

Net revenue produced by the investments is distributed annually.  At the end of the accounting period, 
the revenue, less the expenses allocated to the revenue account, is accumulated as per the prospectus. 

(j) Exchange rates 

Assets and liabilities in overseas currencies at the year-end are translated into Sterling at the latest 
available rates of exchange on the balance sheet date. 

(k) Basis of valuation of investments 

The investments are valued at closing prices on the balance sheet date.  If closing prices are not 
available, the latest available prices are used. 

If separate offer and bid prices are quoted for shares or units, then the bid price is used. 

If no price or recent available price exists, the investment is valued at a price which, in the opinion of 
the ACD, reflects the fair value of the investment. 

(l) Management fee rebates 

Management fee rebates are accounted for on an accruals basis and are allocated to the capital or 
revenue account of the Fund, according to whether the underlying fund charges its fees to capital or 
revenue. 

2. Net capital gains/(losses) 

31.01.17 31.01.16

£ £

Non-derivative securities 4,816,382 (1,138,240)

Transaction charges (530) (300)

Net capital gains/(losses) 4,815,852 (1,138,540)  

TB DOHERTY CAUTIOUS MANAGED FUND, NOTES TO THE FINANCIAL STATEMENTS (CONT.) 

As at 31 January 2017 
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3. Revenue 

31.01.17 31.01.16

£ £

UK franked distributions 99,694 273,598 

UK unfranked distributions 596,336 226,070 

Bank interest 87 124 

Income management fee rebates 146 2 

Total revenue 696,263 499,794  

4. Expenses 

31.01.17 31.01.16

£ £

Annual management charge 529,515 554,120 

Registration fees 11,907 11,815 

Administration fees 10,012 9,763 

551,434 575,698 

Depositary's fees 18,660 19,013 

Safe custody fees 880 908 

19,540 19,921 

Other expenses:

Audit fee 6,480 6,480 

Tax fee 2,280 2,280 

FCA fee 252 324 

Other expenses 362  - 

9,374 9,084 

Total expenses 580,348 604,703 

31.01.17 31.01.16

£ £

Fees payable to the company auditor for the audit of 

the companies annual accounts:

Total audit fee 6,480 6,480 

Total non audit fees - Tax compliance services 2,280 2,280 

Payable to the ACD, associates of the ACD and 

agents of either:

Payable to the Depositary, associates of the 

Depositary and agents of either:
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5. Taxation 

(a) Analysis of the charge in the year 

31.01.17 31.01.16

£ £

Analysis of charge in the year

Corporation tax  -  - 

Irrecoverable income tax 1,008  - 

Total current tax for the year (see note 5(b)) 1,008  - 

Deferred tax (see note 5(c))  -  - 

Total taxation for the year 1,008  -  

(b) Factors affecting the current taxation charge for the year 

The taxation assessed for the year is lower than the standard rate of corporation tax in the UK for an 
open-ended investment company (20%).  The differences are explained below: 

31.01.17 31.01.16

£ £

Analysis of charge in the year

Corporation tax  -  - 

Irrecoverable income tax 1,008  - 

Total current tax for the year (see note 5(b)) 1,008  - 

Deferred tax (see note 5(c))  -  - 

Total taxation for the year 1,008  -  

(c) Provision for deferred tax 

As at 31 January 2017 the Fund had surplus management expenses of £1,052,761 (31 January 2016: 
£1,068,981).  The deferred tax in respect of this would be £210,552 (31 January 2016: £213,796). It 
is unlikely that the Fund will generate sufficient taxable profits in the future to utilise these expenses 
and therefore no deferred tax asset has been recognised in the year (see note (5a)). 
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6. Distributions 

Distributions and interest 

The distributions take account of revenue received on the issue of shares and revenue deducted on 
the cancellation of shares, and comprise: 

 

31.01.17 31.01.16

£ £

Final - Accumulation (31 Jan) 114,854 13,378 

114,854 13,378 

Add: Revenue deducted on cancellation of shares 6,602 552 

Deduct: Revenue received on issue of shares (6,549) (1,873)

Net distribution for the year 114,907 12,057 

Interest  -  - 

Total finance costs 114,907 12,057 

Reconciliation to net distribution for the year

Net revenue/(expense) after taxation for the year 114,907 (104,909)

Losses transferred to capital  - 116,966 

Net distribution for the year 114,907 12,057  

 

Details of the distribution per share are set out on page 77. 
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7. Debtors 

31.01.17 31.01.16

£ £

Amounts receivable for issue of shares  - 30,000 

Prepayments 41 54 

Income tax recoverable 92,296 45,214 

Total debtors 92,337 75,268  

8. Cash and bank balances 

31.01.17 31.01.16

£ £

Cash and bank balances 2,063,383 470,995 

Total cash and bank balances 2,063,383 470,995  

9. Other creditors 

31.01.17 31.01.16

£ £

Amounts payable for cancellation of shares 46,401 41,023 

Accrued annual management charge 48,813 44,186 

Accrued registration fees 663 722 

Accrued administration fees 905 843 

Accrued depositary fees 1,736 1,548 

Accrued custody fees 171 324 

Accrued audit fees 6,480 6,480 

Accrued tax fees 2,280 2,280 

Total creditors 107,449 97,406  
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10. Related party transactions 

The ACD is regarded as a related party of the Fund. The ACD acts as either agent or principal for the 
Depositary in respect of all transactions of shares.  The monies received through issue and paid on 
cancellation are disclosed in the statement of change in net assets attributable to shareholders. 

As at the balance sheet date, there were no shares held by the ACD, the Depositary or associates of 
either the ACD or the Depositary. 

As at the balance sheet date, there was one shareholder (Standard Life Trustee Company) that held 
shares in the Fund amounting to approximately 35% of the Fund’s Net Asset Value. 

Details of transactions occurring during the accounting period with the ACD and the Depositary, and 
any balances due at the year end, are fully disclosed in the notes to the Financial Statements. 

11. Share classes 

As at the year end, the Fund had two share classes. The following table shows a breakdown of the 
change in shares in issue of each share class in the period: 

A Accumulation

Opening shares at the start of the period 19,200,250.132 

Total creation of shares in the period 55,145.124 

Total cancellation of shares in the period (1,873,803.699)

Closing shares at the end of the period 17,381,591.557 

B Accumulation

Opening shares at the start of the period 8,507,605.769 

Total creation of shares in the period 1,445,083.491 

Total cancellation of shares in the period (624,402.396)

Closing shares at the end of the period 9,328,286.864  

The annual management charge of each share class is as follows: 

A Accumulation Shares   1.50% p.a. 

B Accumulation Shares    1.00% p.a. 

The net asset value of each share class, the net asset value per share and the number of shares in 
each class are given in the Summary of Fund Performance tables on pages 61 and 62.  The distribution 
per share class is given in the distribution table on page 77.  All share classes have the same rights on 
winding up. 
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12. Risk management policies 

In pursuing the investment objectives, financial instruments are held, which may expose the Fund to 
various types of risk.  The main risks inherent in the investment portfolio, and the ACD’s policies for 
managing these risks, which were applied consistently throughout the period, are set out below: 

(a) Currency exposures 

The Fund’s financial assets are mainly invested in other Collective Investment Schemes and 
transferrable securities whose prices are generally quoted in Sterling.  The Fund may also invest in 
other schemes whose prices are quoted in other currencies.  As it didn’t do so at the year end, there 

was no direct currency exposure. 

In addition, the Fund holds collective investment schemes which may in turn hold underlying 
investments in foreign currencies. The Fund may therefore have an indirect exposure to exchange rate 
movements on those underlying investments. Movements in exchange rates will impact on the prices 
of such underlying investments and as a result may affect the value of the Fund. 

(b) Cash flow risk and interest rate risk profile of financial assets and liabilities 

The Fund’s revenue is mainly received from holdings in collective investment schemes.  The revenue 
cash flow from these and from their underlying investments may fluctuate depending upon decisions 
made by the companies in which they invest.  The Fund does not have any long term financial liabilities.  
The Fund is affected by the impact of movements in interest rates on its own cash balances and on 
certain underlying investments held by the collective investment schemes in which it invests. 

The direct exposure to interest rate risk as at the balance sheet date is shown in the following table:  

Floating Fixed Financial Floating Financial Net assets

rate rate assets rate liabilities attributable

financial financial not financial not to

assets assets bearing liabilities bearing shareholders

interest interest

£'000 £'000 £'000 £'000 £'000 £'000

31.01.17

Sterling 2,063  - 37,991  - (107) 39,947 

31.01.16

Sterling 471  - 36,411  - (97) 36,785  

As at the period end the Fund invested 44.1% of its assets in Collective Investment Schemes that hold 
fixed interest investments (31 January 2016: 33.7%). 
 
Short term debtors and creditors are included as financial assets and liabilities not bearing interest in 
the above table. The floating rate financial assets and liabilities comprise: Sterling denominated bank 
account balances that bear interest at the Bank of England base rate less 75 basis points (to a minimum 
of NIL) and overdrafts that bear interest at the Bank of England base rate plus 100 basis points.  
Financial assets and liabilities not bearing interest mainly comprise investments that do not have a 
maturity date. 
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12. Risk management policies (continued) 

(b) Cash flow risk and interest rate risk profile of financial assets and liabilities (continued) 

 Changes in interest rates would have no material impact to the valuation of floating rate financial 
assets or liabilities as at the balance sheet date. Consequently, no sensitivity analysis has been 
presented. 

(c) Liquidity risk 

All of the Fund’s underlying financial assets are considered to be readily realisable.  Where investments 
cannot be realised in time to meet any potential liability, the Fund may borrow up to 10% of its net 

asset value to ensure settlement.  All of the Fund’s financial liabilities are payable on demand or in less 
than one year. 

(d) Credit risk 

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other 
party by failing to discharge an obligation. This includes counterparty and issuer risk. Cash is held with 
reputable credit institutions and credit risk is assessed on a regular basis. 

Certain transactions in securities that the Fund enters into expose it to the risk that the counterparty 
will not deliver the investment for a purchase, or cash for a sale after the Fund has fulfilled its 
obligations. The Fund only buys and sells investments through brokers which have been approved by 
the ACD as an acceptable counterparty and these are reviewed on an ongoing basis.  

(e) Market price risk and fair value of financial assets and liabilities 

The value of the shares/units in the underlying schemes are not fixed and may go down as well as up.  
This may be the result of a specific factor affecting the value of an individual share/unit held within an 
underlying scheme or be caused by general market factors (such as government policy or the health 
of the underlying economy) which can affect the entire portfolio. 

The Investment Manager seeks to minimise these risks by holding diversified portfolios of collective 
investment schemes in line with the investment objectives.  In addition, the management of the Fund 
complies with the Financial Conduct Authority’s Collective Investment Schemes sourcebook, which 
includes rules prohibiting a holding greater than 20% of the assets of the Fund in any one underlying 
investment. 

If the value of shares/units in the underlying investments were to increase or decrease by 10% the 
change in the net asset value of the Fund would be £3,789,885 (31 January 2016: £3,633,621). This 
calculation assumes all other variables remain constant. 
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(f) Fair value of financial assets and liabilities 

31 January 2017 31 January 2016

Valuation technique £ £

Quoted prices for identical instruments in active markets  -  - 

Prices of recent transactions for identical instruments 37,898,852 36,336,210 

Valuation techniques using observable market data  -  - 

Valuation techniques using non-observable data  -  - 

37,898,852 36,336,210 

INVESTMENT ASSETS

 

As at the year-end there were no investment liabilities (31 January 2016: £nil). There is no material 
difference between the value of the financial assets and liabilities, as shown in the balance sheet, and 
their fair value. 

(g) Commitments on derivatives 

No derivatives were held at the balance sheet date (31 January 2016: £nil).  
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13. Transaction costs 

(a)      Direct transaction costs 

Direct transaction costs include fees and commissions paid to agents, advisers, brokers and dealers, 
levies by regulatory agencies and securities exchanges, and transfer taxes and duties incurred when 
purchasing and selling the underlying securities. A breakdown of the purchases and sales, and the 
related direct transaction costs incurred by the Fund in the period are shown in the table below: 

31.01.17 31.01.16

£ £

Analysis of total purchase costs

PURCHASES

Collective Investment Schemes 29,900,000 39,742,032 

Net purchases before direct transaction costs 29,900,000 39,742,032 

% of total % of total

DIRECT TRANSACTION COSTS purchases purchases

Collective Investment Schemes  - 0.00% 7,968 0.02%

Total direct transaction costs  - 0.00% 7,968 0.02%

Gross purchases total 29,900,000 39,750,000 

Analysis of total sale costs

SALES

Collective Investment Schemes 33,726,581 43,395,536 

Gross sales before direct transaction costs 33,726,581 43,395,536 

% of total % of total

DIRECT TRANSACTION COSTS sales sales

Collective Investment Schemes  - 0.00%  - 0.00%

Total direct transaction costs  - 0.00%  - 0.00%

Net sales total 33,726,581 43,395,536 

31.01.17 % of 31.01.16 % of

£ average NAV £ average NAV

Collective Investment Schemes  - 0.00% 7,968 0.02%

Total direct transaction costs  - 0.00% 7,968 0.02%

Analysis of total direct transaction 

costs
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13. Transaction costs (continued) 

(b)     Average portfolio dealing spread 

The average portfolio dealing spread of the investments at the balance sheet date was 0.24% (31 
January 2016: 0.17%). This is calculated as the difference between the offer and bid value of the 
portfolio as a percentage of the offer value. 

14. Capital commitments and contingent liabilities 

The Fund had no capital commitments or contingent liabilities at the balance sheet date. (31 January 

2016: £nil) 

15. Post balance sheet events 

Subsequent to the year end, the net asset value per share of the A Accumulation shares has increased 
from 160.32p to 162.34p as at 28 April 2017.  This movement takes into account routine transactions 
but also reflects the market movements of recent months.  There are no post balance sheet events 
which require adjustments at the year end. 
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Final Distribution (31 January 2017)

Group 1 - Shares purchased on or prior to 31 January 2016

Group 2 - Shares purchased after 31 January 2016

Shares Revenue Equalisation¹ Paid/Accumulated Paid/Accumulated

31.03.17 31.03.16

(pence) (pence) (pence) (pence)

A Accumulation

Group 1 0.2460  - 0.2460  - 

Group 2 0.1115 0.1345 0.2460  - 

B Accumulation

Group 1 0.7726  - 0.7726 0.1572 

Group 2 0.3254 0.4472 0.7726 0.1572 
 

¹ Equalisation applies only to shares purchased during the distribution period (Group 2 shares).  It is the average amount 
of revenue included in the purchase price of all Group 2 shares and is refunded to holders of these shares as a return of 
capital.  Being capital, it is not liable to income tax but must be deducted from the cost of shares for capital gains tax 
purposes. 
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The Fund is a sub-fund of TB Doherty Funds with investment powers equivalent to those of a UCITS Scheme 
as defined in the Glossary to the Financial Conduct Authority (‘FCA’) Handbook. 

The primary aim of the TB Doherty Distribution Fund is to provide a sustainable level1 of income and the 
prospect of capital growth over the long term. 

The Fund will invest in a mix of income producing assets and will include both equity and fixed interest 
securities. The Fund will gain exposure indirectly via eligible collective investment schemes (it is a fund of 
funds) to a range of eligible assets such as transferable securities (shares (including investment trusts), 
debentures, government and public securities, warrants or certificates representing certain securities), money 
market instruments, deposits, cash, property and commodities to provide diversification. Derivatives will be 
used only for the purpose of Efficient Portfolio Management. 

The fund is benchmarked against UK Inflation2.  

1The Fund aims to distribute a level of income that is sustainable, i.e. a level of income that is both able to be 
repeated year-on-year and is also consistent with the objective to also achieve capital growth in the long term. 
2The Bank of England’s preferred measure of UK inflation, which is currently the Consumer Price Index (“CPI”). 

The value of the investments may go down as well as up in response to general market conditions and the 
performance of the assets held. Investors may not get back the money which they invested.  There is no 
guarantee that the fund will meet its stated objectives.  The Fund invests in global shares (through collective 
investment schemes), with some regions being regarded as more risky.  The movements of exchange rates 
may lead to further changes in the value of investments and the income from them.  There is a risk that any 
company providing services such as safe keeping of assets may become insolvent, which may cause losses to 
the fund. 

The Synthetic Risk and Reward Indicator demonstrates in a standard format where the Fund ranks in terms 
of its potential risk and reward. It is based on historical performance data, may change over time and may 
not be a reliable indication of the future risk profile of the Fund. The indicator uses a scale of 1 to 7. The 
higher the rank the greater the potential reward but the greater the risk of losing money. The lowest category 
does not mean a fund is a risk free investment. The Fund is in risk category 4 because it invests in a variety 
of asset classes. 

As the Fund launched on 15 February 2016, the indicator has been calculated based in part on the volatility 
of the FTSE WMA Stock Market Balanced Index over the last five years (in total return and GBP terms). This 
index has been used as it is multi-asset and diversified, similar to the Fund. 

The Ongoing Charges Figure (‘OCF’) provides investors with a clearer picture of the total annual costs in 
running a Collective Investment Scheme. The OCF consists principally of the annual management charge, but 
also includes the costs for other services paid in respect of depositary, custody, FCA, audit fees and transaction 
charges. As the Fund invests in other funds, the weighted average costs of the underlying funds have also 
been taken into account. The OCFs, as calculated in accordance with ESMA guidelines, are disclosed as 
‘Operating charges (p.a.)’ in the Summary of Fund Performances table on pages 84 and 85.  

Please note that the maximum level of management fees which may be charged to any collective investment 
scheme in which the Fund invests is 6%. 
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Performance 

    Cumulative returns for the period ended 31 January 2017 

(%) 

       From launch1 

B Income Shares       11.58 

B Accumulation Shares       11.58 

UK Inflation2       2.10 

¹ From 15 February 2016.  
2 The Bank of England’s preferred measure of UK inflation, which is currently the Consumer Price Index (“CPI”). 

Source: Financial Express. Total Return, Bid to Bid. Sterling terms. 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
income derived from them is not guaranteed and may go down as well as up. 

This report covers the period from launch to the 31st of January 2017. Over the period the fund out-performed 
the UK inflation, CPI benchmark net of charges. The investment period was extremely volatile as markets 
navigated political instability in the form of a BREXIT vote and a US presidential election, neither of which 
followed the expected script.  Markets started the accounting period deep in the red as the crash that started 
in late January continued into early February. Our active strategy that saw us sell out of defensive positions 
going into the new accounting period paid off almost immediately as a bottoming out in the Oil price heralded 
the start of a V-shaped recovery in risk assets that continued through the first quarter. The sharp rebound 
higher in the following months allowed us to take profits and close out some of our equity over-weights in 
preparation for the expected volatility surrounding the BREXIT vote. 

The final few months prior to the BREXIT vote were dominated by volatility. As the pendulum swung, so too 
did the markets. When “Leave” looked to be the winner, markets dropped sharply only to rebound as the 
“Remain” campaign regained lost ground. In the end a vote to “leave” was met by a sharp bout of selling 
relating to the uncertainty of the event. Sterling fell sharply against the currencies of its trading partners. 
Markets had stepped across into the unknown and a process of decoupling had begun. Within days however 
it became clear that the decoupling process would take years and that the weakness in Sterling would be a 
boon for exporters in the interim period as goods and services originating from the UK were now significantly 
cheaper and more attractive. Equity markets reacted strongly and the recovery from losses was sharp. 

Markets stabilised somewhat during the rest of the summer months aided by a reactionary move by the Bank 
of England to cut interest rates to 0.25% and instigate a program of corporate bond buying. At the time this 
seemed to be the correct move however in hindsight it may not have been required. The UK were not the 
only central bank fighting potential deflation. Japan and Europe both added to their stimulus programmes 
with Japan’s policy being ramped up to include the purchase of domestic shares in companies that could show 
improvement in corporate governance. The Japanese strategy seem to be gaining attention in the US with 
Janet Yellen not discounting corporate bond and equity buying as a solution to growth. All this monetary and 
fiscal stimulus has proved to be a great backdrop for wealth creation for investors, however for savers it has 
meant zero and indeed negative interest rates in many regions. 
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The final quarter of 2016 offered us up a new US President in Donald Trump. In much the same level of shock 
as the BREXIT Vote, the victory of Donald Trump has left most of us scratching our heads as to the future 
path of global political and financial policies. The unexpected result in the US election initially saw global 
equities sell off sharply only to rebound at an even faster pace than the post UK Brexit rebound. Market 
participants took the view that Trump’s policies would be pro-growth and pro-tax reform and his focus on 
infrastructure spending would be inflationary. These policies sparked both a rally in earnings and inflation 
expectations that has effectively put a pin in the Bond market balloon that has been steadily inflating over the 
past 8 years.  

The final months of the year and up to the end of the accounting period saw equities markets continue to 
rally as Bond yields spiked. Sectors such as Financials that were perceived to benefit from the Trump 
administration and higher rates saw share prices rise strongly. As the rally continues the louder the calls have 
become that equity valuations were stretched. Going into the period end investors were still paying top-

valuations for US equities. By the end of January US Treasury markets were pricing in at least three rate rises 
in 2017 with 10 year yields pricing around 2.50%. 

Fund Selection and Asset Allocation 

The asset allocations at the balance sheet date are shown below: 

 

Sector Asset allocation as at 31 January 2017  

(%) 

Global Bond 12.6 

Global Equity Income 2.7 

Sterling Corporate Bond 9.2 

Sterling High Yield Bond 26.6 

Sterling Strategic Bond 27.1 

UK Equity Income 18.8 

Cash and Other 3.0 

Total 100.0 

The full list of holdings at the balance sheet date is shown in the Portfolio Statement on pages 82 and 83. 

Over the course of the accounting period we steadily built the portfolio as per the mandate. The Fund aims 
to produce a 3% yield and as such the focus of investment is on assets that can fulfil this requirement. At the 
end of the accounting period the Fund was roughly 20% in equities and 80% in non-equity holdings. The 
equity holdings are principally exposed to the UK given the nature of the UK market and its position as a 
dividend paying region. The non-equity holdings are diversified across a range of credit qualities, currencies 
and duration. Our exposure to investment grade is somewhat underweight given its relationship with interest 
rates and the expectations of rising inflation. To ensure that the portfolio produces a sufficient yield we have 
an overweight to strategic bond funds and high yield bond funds. At the end of the period our exposure to 
Global bonds was principally in US and European denominated issues. Our investment grade exposure is to 
longer duration funds and is at the end of the reporting period under review with a potential switch to shorter 
duration or equities. 

Outlook 

As we enter the new accounting period, global stock markets are chasing new highs as the impact of Donald 
Trump’s election pledges are priced into corporate profits. Massive infrastructure spending, corporate tax 
reform, repatriation of overseas profits and “make America great” has given the market a significant bout of 
confidence. Not only have equities rallied but yields have rallied on the expectation of inflation, a boon for 
financial institution profits and a welcome rise for savers. 
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In terms of our portfolios however I have taken a somewhat more pessimistic view than that portrayed by 
the market. It seems that the Donald Trump plans are somewhat aggressive and far reaching. The ability to 
actually enact most of them in the short term seems to be at odds with the ability of the US to pay for them. 
As such I think getting his policies through without any hiccups could be difficult. 

US equity markets have been the catalyst for the global market gains over the past few quarters. The strength 
of the Dollar has significantly boosted sterling investors. On a fundamental basis however as we look at the 
valuations in the equity market it is very clear that US corporate earnings need to deliver to heightened 
expectations to justify their valuations. Will this be possible in the year ahead particularly with the strong 
Dollar? - That I feel will be down to Donald Trump and his ability to deliver on his promises. 

The year ahead will be punctuated with geo-political events that have the potential to create volatility. Dutch, 
French and German elections and of course Italy will all create uncertainty in Europe. The triggering of Brexit 
in the UK will be a step into the unknown and of course Trump’s relations globally, particularly with China and 
North Korea have the potential to destabilise sentiment. Russia – need we say anymore? 

In terms of income the portfolio is well positioned to deliver our target yield of 3%. Our diverse range of credit 
styles and durations should ensure that the portfolio maintain its objectives in all market conditions. Should 
we get the opportunity I will add to our equity proportion of the portfolio to boost the potential capital return. 

 

 

 

 

 

Gavin Curran 
Fund Manager 

Doherty Pension & Investment Consultancy Limited 
11 May 2017 
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

Global Bond

34,308 M&G European High Yield Bond 416,107 7.3

330,945 Royal London Short Duration Global High Yield Bond 301,657 5.3

717,764 12.6

Global Equity Income

99,796 Sarasin Global Higher Dividend 151,091 2.7

151,091 2.7

Sterling Corporate Bond

18,744 Fidelity UK Long Corporate Bond 220,245 3.9

547,990 Legal & General Sterling Corporate Bond Index 300,682 5.3

520,927 9.2

Sterling High Yield Bond

260,411 Baillie Gifford High Yield Bond 340,097 6.0

319,106 Investec Monthly High Income 329,253 5.8

234,185 Kames High Yield Bond 231,820 4.1

633,341 Schroder Monthly High Income 341,814 6.0

541,532 Standard Life Higher Income 263,022 4.7

1,506,006 26.6

Sterling Strategic Bond

476,525 Artemis High Income 401,758 7.1

546,986 F&C Extra Income Bond 265,015 4.7

500,343 Henderson Preference & Bond 283,995 5.0

212,175 Invesco Perpetual Monthly Income Plus 228,406 4.0

535,219 Jupiter Strategic Bond 357,098 6.3

1,536,272 27.1  
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

UK Equity Income

249,130 AXA Framlington Monthly Income 354,761 6.3

191,487 CF Woodford Equity Income 220,306 3.9

336,349 Fidelity Enhanced Income 352,831 6.2

115,207 Neptune Income 139,055 2.4

1,066,953 18.8

Portfolio of investments 5,499,013 97.0

Net other assets 169,695 3.0

Total net assets 5,668,708 100.0  
 

All units/shares are income units/shares and are in collective investment schemes traded on regulated markets. 
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15 Feb 2016 to

B Income Shares 31 Jan 2017

(pence per share)

Change in net assets per share

  Opening net asset value per share 100.00

  Return before operating charges* 12.86

  Operating charges (1.50)

  Return after operating charges* 11.36

  Distributions on income shares (3.16)

  Closing net asset value per share 108.20

  * after direct transaction costs of: 0.00

Performance

  Return after charges 11.36%

Other information

  Closing net asset value £1,077,172

  Closing number of shares 995,525

  Operating charges (p.a.) 2.15%

  Direct transaction costs (p.a.) 0.00%

Prices

Highest published share price 110.47

Lowest published share price 99.88
 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 
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15 Feb 2016 to

B Accumulation Shares 31 Jan 2017

(pence per share)

Change in net assets per share

  Opening net asset value per share 100.00

  Return before operating charges* 12.92

  Operating charges (1.52)

  Return after operating charges* 11.40

  Closing net asset value per share 111.40

  Retained distributions on accumulation shares 3.15

  * after direct transaction costs of: 0.00

Performance

  Return after charges 11.40%

Other information

  Closing net asset value £4,591,536

  Closing number of shares 4,121,750

  Operating charges (p.a.) 2.15%

  Direct transaction costs (p.a.) 0.00%

Prices

Highest published share price 112.49

Lowest published share price 99.88
 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 
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15.02.16 to

31.01.17

Notes £ £

Income

  Net capital gains 2 253,830 

  Revenue 3 146,591 

Expenses 4 (55,523)

Interest payable and similar charges 6 (16)

Net revenue before taxation 91,052 

Taxation 5 (13,653)

Net revenue after taxation 77,399 

Total return before distributions 331,229 

Distributions 6 (122,010)

209,219 
Change in net assets attributable to 

shareholders from investment activities  

15.02.16 to

31.01.17

Notes £ £

Opening net assets attributable to shareholders  - 

Movements due to issue and repurchases of shares:

Amounts receivable on issue of shares 5,582,048 

Amounts payable on cancellation of shares (228,556)

5,353,492 

209,219 

Retained distributions on accumulation shares 6 105,997 

Closing net assets attributable to shareholders 5,668,708 

Change in net assets attributable to shareholders 

from investment activities
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Notes Notes 31.01.17

£

Assets:

Fixed Assets:

 Investments 5,499,013 

Current Assets:

 Debtors 7 7 56,576 

 Cash and bank balances 8 8 151,983 

Total assets 5,707,572 

Liabilities:

Creditors:

 Distribution payable on income shares 6 11,106 

 Other creditors 9 6 27,758 

Total liabilities 38,864 

Net assets attributable to shareholders 5,668,708  
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1. Accounting policies 

(a) Basis of accounting 

The financial statements have been prepared under the historical cost basis, as modified by the 
revaluation of investments, and in accordance with Financial Reporting Standard 102 (FRS 102) and in 
accordance with the Statement of Recommended Practice (SORP) for Financial Statements of 
Authorised Funds issued by the Investment Association in May 2014. 

As described in the Statement of Authorised Corporate Director’s Responsibilities, the ACD continues 
to adopt the going concern basis in the preparation of the financial statements of the Fund. 

(b) Functional Currency 

The functional currency used in the financial statements is Pound Sterling. 

(c) Recognition of revenue 

Dividends and distributions on holdings, net of any irrecoverable tax credits, are recognised when the 
underlying holding is quoted ex-dividend or ex-distribution.  Bank interest and management fee rebates 
are accounted for on an accruals basis. 

(d) Treatment of stock dividends 

Stock dividends are credited to the capital account when the stock is quoted ex-dividend.  The cash 
equivalent is then transferred to the revenue account and forms part of the distributable revenue. 

The allocation of special dividends is considered on a case-by-case basis. 

(e) Equalisation on distributions 

Equalisation on revenue distributions from underlying collective investment scheme holdings is treated 
as a return of capital. 

(f) Treatment of expenses 

All expenses, net of any associated tax effect, are charged to the capital account with the exception of 
bank interest and transaction charges relating to the payment of revenue, which are charged to the 
revenue account. 

(g) Allocation of revenue and expense to multiple share classes 

Any assets or liabilities not attributable to a particular share class will be allocated by the ACD in a 
manner which is considered fair to shareholders in general, usually pro-rata based on the net asset 
values of the relevant share classes. 
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1. Accounting policies (continued) 

(h) Taxation/deferred taxation 

Corporation tax is provided for on taxable revenue, less deductible expenses, at a rate of 20%. 

Deferred tax is provided for in respect of all items that have been included in these financial statements 
that will be included in future periods for taxation purposes, other than those timing differences 
regarded as permanent.  Any liability to deferred tax is provided for at the rate of tax expected to 
apply. 

Income tax on interest distributions is classed as ‘income tax recoverable’ and is recovered on a yearly 
basis on submission of the Fund’s annual tax return. 

(i) Distribution policy 

Net revenue produced by the Fund’s investments is accrued quarterly. At the end of each period the 
revenue, plus an adjustment for expenses allocated to capital, is distributed/accumulated at the 
discretion of the Investment Manager, as per the prospectus. 

(j) Exchange rates 

Assets and liabilities in overseas currencies at the period end are translated into Sterling at the latest 
available rates of exchange on the balance sheet date. 

(k) Basis of valuation of investments 

The investments are valued at closing prices on the balance sheet date.  If closing prices are not 
available, the latest available prices are used. 

If separate offer and bid prices are quoted for shares or units, then the bid price is used. 

If no price or recent available price exists, the investment is valued at a price which, in the opinion of 
the ACD, reflects the fair value of the investment. 

(l) Management fee rebates 

Management fee rebates are accounted for on an accruals basis and are allocated to the capital or 
revenue account of the Fund, according to whether the underlying fund charges its fees to capital or 
revenue.  

2. Net capital gains 

15.02.16 to

31.01.17

£

Non-derivative securities 254,113 

Transaction charges (283)

Net capital gains 253,830  
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3. Revenue 

15.02.16 to

31.01.17

£

UK franked distributions 23,752 

UK unfranked distributions 122,839 

Total revenue 146,591  

4. Expenses 

15.02.16 to

31.01.17

£

Annual management charge 28,745 

Registration fees 2,069 

Administration fees 9,506 

40,320 

Depositary's fees 5,788 

Safe custody fees 96 

5,884 

Other expenses:

Audit fee 6,480 

Tax fee 2,280 

FCA fee 197 

Other expenses 362 

9,319 

Total expenses 55,523 

15.02.16 to

31.01.17

£

Fees payable to the company auditor for the audit of 

the companies annual accounts:

Total audit fee 6,480 

Total non audit fees - Tax compliance services 2,280 

Payable to the ACD, associates of the ACD and agents of either:

Payable to the Depositary, associates of the Depositary and agents of 

either:
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5. Taxation 

(a) Analysis of the charge in the period 

15.02.16 to

31.01.17

£

Analysis of charge in the period

Corporation tax 13,460 

Irrecoverable income tax 193 

Total current tax for the period (see note 5(b)) 13,653 

Deferred tax (see note 5(c))  - 

Total taxation for the period 13,653  

(b) Factors affecting the current taxation charge for the period 

The taxation assessed for the year is lower than the standard rate of corporation tax in the UK for an 
open-ended investment company (20%).  The differences are explained below: 

15.02.16 to

31.01.17

£

Net revenue before taxation 91,052 

Corporation tax at 20% 18,210 

Effects of:

Revenue not subject to taxation (4,750)

Irrecoverable income tax 193 

Total tax charge for the period (see note 5(a)) 13,653  

(c) Provision for deferred tax 

15.02.16 to

31.01.17

£

Provision at start of period  - 

Deferred tax charge in the period (see note 5(a))  - 

Provision at end of period  -  
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6. Distributions 

Distributions and interest 

The distributions take account of revenue received on the issue of shares and revenue deducted on 
the cancellation of shares, and comprise: 

15.02.16 to

31.01.17

£

Interim - Income (30 Apr) 2,080 

Interim - Income (31 Jul) 8,794 

Interim - Income (31 Oct) 7,180 

Final - Income (31 Jan) 11,106 

29,160 

Interim - Accumulation (30 Apr) 6,857 

Interim - Accumulation(31 Jul) 28,274 

Interim - Accumulation (31 Oct) 25,761 

Final - Accumulation (31 Jan) 45,105 

105,997 

Add: Revenue deducted on cancellation of shares 823 

Deduct: Revenue received on issue of shares (13,970)

Net distribution for the period 122,010 

Interest 16 

Total finance costs 122,026 

Reconciliation to net distribution for the period

Net revenue after taxation for the period 77,399 

Expenses allocated to capital, net of tax relief 44,611 

Net distribution for the period 122,010  

 

Details of the distribution per share are set out on pages 99 and 100. 
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7. Debtors 

31.01.17

£

Accrued revenue 40,715 

Prepayments 41 

Income tax recoverable 15,820 

Total debtors 56,576  

8. Cash and bank balances 

31.01.17

£

Cash and bank balances 151,983 

Total cash and bank balances 151,983  

9. Other creditors 

31.01.17

£

Amounts payable for cancellation of shares 101 

Accrued annual management charge 3,823 

Accrued registration fees 142 

Accrued administration fees 906 

Accrued depositary fees 542 

Accrued custody fees 24 

Accrued audit fees 6,480 

Accrued tax fees 2,280 

Corporation tax payable 13,460 

Total creditors 27,758  
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10. Related party transactions 

The ACD is regarded as a related party of the Fund. The ACD acts as either agent or principal for the 
Depositary in respect of all transactions of shares.  The monies received through issue and paid on 
cancellation are disclosed in the statement of change in net assets attributable to shareholders. 

As at the balance sheet date, there were no shares held by the ACD, the Depositary or associates of 
either the ACD or the Depositary. 

Details of transactions occurring during the accounting period with the ACD and the Depositary, and 
any balances due at the year end, are fully disclosed in the notes to the Financial Statements. 

11. Share classes 

As at the period end, the Fund had two share classes. The following table shows a breakdown of the 
change in shares in issue of each share class in the period: 

B Income

Opening shares at the start of the period  - 

Total creation of shares in the period 1,019,108.966 

Total cancellation of shares in the period (23,583.506)

Closing shares at the end of the period 995,525.460 

B Accumulation

Opening shares at the start of the period  - 

Total creation of shares in the period 4,305,090.867 

Total cancellation of shares in the period (183,340.405)

Closing shares at the end of the period 4,121,750.462  

The annual management charge of each share class is as follows: 

B Income Shares    0.75% p.a. 

B Accumulation Shares    0.75% p.a. 

The net asset value of each share class, the net asset value per share and the number of shares in 
each class are given in the Summary of Fund Performance tables on pages 84 and 85.  The distribution 
per share class is given in the distribution table on pages 99 and 100.  All share classes have the same 
rights on winding up. 
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12. Risk management policies 

In pursuing the investment objectives, financial instruments are held, which may expose the Fund to 
various types of risk.  The main risks inherent in the investment portfolio, and the ACD’s policies for 
managing these risks, which were applied consistently throughout the period, are set out below: 

(a)  Currency exposures 

The Fund’s financial assets are mainly invested in other Collective Investment Schemes and 
transferrable securities whose prices are generally quoted in Sterling.  The Fund may also invest in 
other schemes whose prices are quoted in other currencies.  As it didn’t do so at the year end, there 
was no direct currency exposure. 

In addition, the Fund holds collective investment schemes which may in turn hold underlying 
investments in foreign currencies. The Fund may therefore have an indirect exposure to exchange rate 
movements on those underlying investments. Movements in exchange rates will impact on the prices 
of such underlying investments and as a result may affect the value of the Fund.  

(b) Cash flow risk and interest rate risk profile of financial assets and liabilities 

The Fund’s revenue is mainly received from holdings in collective investment schemes.  The revenue 
cash flow from these and from their underlying investments may fluctuate depending upon decisions 
made by the companies in which they invest.  The Fund does not have any long term financial liabilities.  
The Fund is affected by the impact of movements in interest rates on its own cash balances and on 
certain underlying investments held by the collective investment schemes in which it invests. 

The direct exposure to interest rate risk as at the balance sheet date is shown in the following table:   

Floating Fixed Financial Floating Financial Net assets

rate rate assets rate liabilities attributable

financial financial not financial not to

assets assets bearing liabilities bearing shareholders

interest interest

£'000 £'000 £'000 £'000 £'000 £'000

31.01.17

Sterling 152  - 5,556  - (39) 5,669 

 
 
As at the period end the Fund invested 75.5% of its assets in Collective Investment Schemes that hold 
fixed interest investments. 
 
Short term debtors and creditors are included as financial assets and liabilities not bearing interest in 
the above table. The floating rate financial assets and liabilities comprise: Sterling denominated bank 
account balances that bear interest at the Bank of England base rate less 75 basis points (to a minimum 
of NIL) and overdrafts that bear interest at the Bank of England base rate plus 100 basis points.  
Financial assets and liabilities not bearing interest mainly comprise investments that do not have a 
maturity date. 
 
Changes in interest rates would have no material impact to the valuation of floating rate financial 
assets or liabilities as at the balance sheet date. Consequently, no sensitivity analysis has been 
presented. 
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12. Risk management policies (continued) 

(c) Liquidity risk 

All of the Fund’s underlying financial assets are considered to be readily realisable.  Where investments 
cannot be realised in time to meet any potential liability, the Fund may borrow up to 10% of its net 
asset value to ensure settlement.  All of the Fund’s financial liabilities are payable on demand or in less 
than one year. 

(d) Credit risk 

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other 
party by failing to discharge an obligation. This includes counterparty and issuer risk. Cash is held with 
reputable credit institutions and credit risk is assessed on a regular basis. 

Certain transactions in securities that the Fund enters into expose it to the risk that the counterparty 
will not deliver the investment for a purchase, or cash for a sale after the Fund has fulfilled its 
obligations. The Fund only buys and sells investments through brokers which have been approved by 
the ACD as an acceptable counterparty and these are reviewed on an ongoing basis.  

(e) Market price risk and fair value of financial assets and liabilities 

The value of the shares/units in the underlying schemes are not fixed and may go down as well as up.  
This may be the result of a specific factor affecting the value of an individual share/unit held within an 
underlying scheme or be caused by general market factors (such as government policy or the health 
of the underlying economy) which can affect the entire portfolio. 

The Investment Manager seeks to minimise these risks by holding diversified portfolios of collective 

investment schemes in line with the investment objectives.  In addition, the management of the Fund 
complies with the Financial Conduct Authority’s Collective Investment Schemes sourcebook, which 
includes rules prohibiting a holding greater than 20% of the assets of the Fund in any one underlying 
investment. 

If the value of shares/units in the underlying investments were to increase or decrease by 10% the 
change in the net asset value of the Fund would be £549,901. This calculation assumes all other 
variables remain constant. 

(f) Fair value of financial assets and liabilities 

INVESTMENT ASSETS

31 January 2017

Valuation technique £

Quoted prices for identical instruments in active markets  - 

Prices of recent transactions for identical instruments 5,499,013 

Valuation techniques using observable market data  - 

Valuation techniques using non-observable data  - 

5,499,013  

As at the period end there were no investment liabilities. There is no material difference between the 
value of the financial assets and liabilities, as shown in the balance sheet, and their fair value.  

(g) Commitments on derivatives 

No derivatives were held at the balance sheet date. 
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13. Transaction costs 

(a)      Direct transaction costs 

Direct transaction costs include fees and commissions paid to agents, advisers, brokers and dealers, 
levies by regulatory agencies and securities exchanges, and transfer taxes and duties incurred when 
purchasing and selling the underlying securities. A breakdown of the purchases and sales, and the 
related direct transaction costs incurred by the Fund in the period are shown in the table below: 

15.02.16 to

31.01.17

£

Analysis of total purchase costs

PURCHASES

Collective Investment Schemes 5,332,222 

Net purchases before direct transaction costs 5,332,222 

% of total

DIRECT TRANSACTION COSTS purchases

Collective Investment Schemes  - 0.00%

Total direct transaction costs  - 0.00%

Gross purchases total 5,332,222 

Analysis of total sale costs

SALES

Collective Investment Schemes 64,233 

Gross sales before direct transaction costs 64,233 

% of total

DIRECT TRANSACTION COSTS sales

Collective Investment Schemes  - 0.00%

Total direct transaction costs  - 0.00%

Net sales total 64,233 

15.02.16 to

31.01.17 % of

£ average NAV

Collective Investment Schemes  - 0.00%

Total direct transaction costs  - 0.00%

Analysis of total direct transaction costs
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13. Transaction costs (continued) 

(b)     Average portfolio dealing spread 

The average portfolio dealing spread of the investments at the balance sheet date was 0.33%. This is 
calculated as the difference between the offer and bid value of the portfolio as a percentage of the 
offer value. 

14. Capital commitments and contingent liabilities 

The Fund had no capital commitments or contingent liabilities at the balance sheet date. 

15. Post balance sheet events 

Subsequent to the year end, the net asset value per share of the B Accumulation shares has increased 
from 111.40p to 114.60p as at 28 April 2017.  This movement takes into account routine transactions 
but also reflects the market movements of recent months.  There are no post balance sheet events 
which require adjustments at the year end. 
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Interim Distribution (30 April 2016)

Group 1 - Shares purchased on or prior to 15 February 2016

Group 2 - Shares purchased after 15 February 2016

Shares Revenue Equalisation¹ Paid/Accumulated

30.06.16

(pence) (pence) (pence)

B Income

Group 1 0.3664  - 0.3664 

Group 2 0.3664  - 0.3664 

B Accumulation

Group 1 0.3720  - 0.3720 

Group 2 0.2683 0.1037 0.3720 

Interim Distribution (31 July 2016)

Group 1 - Shares purchased on or prior to 30 April 2016

Group 2 - Shares purchased after 30 April 2016

Shares Revenue Equalisation¹ Paid/Accumulated

30.09.16

(pence) (pence) (pence)

B Income

Group 1 0.9538  - 0.9538 

Group 2  - 0.9538 0.9538 

B Accumulation

Group 1 0.9559  - 0.9559 

Group 2 0.6322 0.3237 0.9559 
 

¹ Equalisation applies only to shares purchased during the distribution period (Group 2 shares). It is the average amount 
of revenue included in the purchase price of all Group 2 shares and is refunded to holders of these shares as a return of 
capital. Being capital, it is not liable to income tax but must be deducted from the cost of shares for capital gains tax 
purposes. 
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Interim Distribution (31 October 2016)

Group 1 - Shares purchased on or prior to 31 July 2016

Group 2 - Shares purchased after 31 July 2016

Shares Revenue Equalisation¹ Paid/Accumulated

31.12.16

(pence) (pence) (pence)

B Income

Group 1 0.7204  - 0.7204 

Group 2 0.3516 0.3688 0.7204 

B Accumulation

Group 1 0.7286  - 0.7286 

Group 2 0.4276 0.3010 0.7286 

Final Distribution (31 January 2017)

Group 1 - Shares purchased on or prior to 31 October 2016

Group 2 - Shares purchased after 31 October 2016

Shares Revenue Equalisation¹ Paid/Accumulated

31.03.17

(pence) (pence) (pence)

B Income

Group 1 1.1155  - 1.1155 

Group 2 1.1155  - 1.1155 

B Accumulation

Group 1 1.0943  - 1.0943 

Group 2 0.7511 0.3432 1.0943 
 

¹ Equalisation applies only to shares purchased during the distribution period (Group 2 shares). It is the average amount 
of revenue included in the purchase price of all Group 2 shares and is refunded to holders of these shares as a return of 
capital. Being capital, it is not liable to income tax but must be deducted from the cost of shares for capital gains tax 
purposes. 
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