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6.  Finance costs 
The distributions take account of revenue received on the creation of shares and revenue deducted on the cancellation of shares, and comprise: 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

Interim   9,035  8,260 

Final   5,942  7,523 

   14,977  15,783 

      

Add: Revenue deducted on cancellation of shares   2,478  1,337 

Deduct: Revenue received on creation of shares   (1,635)  (1,967) 

      

Net distributions   15,820  15,153 

      

Interest   6  - 

      

Total finance costs   15,826  15,153 

      

Movement between net distributions and net revenue after taxation      

      

Net distributions   15,820  15,153 

      

Less: ACD fee charged to capital   (5,364)  (4,410) 

Less: Depositary fee charged to capital   (60)  (49) 

Add: Taxation relief on capital fees   -  66 

      

Net revenue after taxation   10,396  10,760 

      

Details of the distributions are set out on pages 121 and 122.      

 

7.  Debtors 
 

  31.12.10 
£’000 

31.12.09 
£’000 

      

Accrued revenue   1,360  1,386 

Amounts receivable on creation of shares   884  4,176 

Income tax recoverable   61  45 

Overseas tax recoverable   20  - 

      

Total   2,325  5,607 
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8.  Creditors 
 

  31.12.10 
£’000 

31.12.09 
£’000 

      

Purchases awaiting settlement   913  1,557 

Amounts payable on cancellation of shares   734  572 

Accrued expenses   568  547 

      

Total   2,215  2,676 

 

9.  Contingent liabilities  
 

As at 31 December 2010, the Fund had no contingent liabilities (31 December 2009: £nil). 

 

10.  Portfolio transaction costs 
 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

Purchases in year before transaction costs   253,420  312,756 

      

Commissions   362  432 

Taxes   1,086  1,381 

Total purchase costs   1,448  1,813 

      

Gross purchase total   254,868  314,569 

      

Gross sales in year before transaction costs   319,350  252,737 

      

Commissions   (403)  (371) 

Taxes   (1)  (1) 

Total sales costs   (404)  (372) 

      

Total sales net of transaction costs   318,946  252,365 

 

11.  Unclaimed distributions 
 

The sum of £4,031 (31 December 2009: £639) has been credited to the capital property of the Fund during the year and represents unclaimed 

distributions which have remained unclaimed by shareholders for six years. 
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12.  Shareholders’ funds 
 

During the year the Fund had 3 share classes; A, B and X. 

The ACD fee on each share class is as follows: 

Share Class A: 1.00% 

Share Class B: 1.50% 

Share Class X: 0.75% 

The net asset value of each share class, the net asset value per share, and the number of shares in each class are given on page 108. The 

distribution per share class is given in the distribution tables on page 121 and 122. 

All share classes have the same rights on winding up. 

 

13.  Derivatives and other financial instruments 
 

The narrative disclosures required under FRS 13 are included in note 13 of the aggregated financial statements.  

The main risks arising from the Fund’s financial instruments are correlation, credit, foreign exchange, interest rate, legal, leveraged, liquidity and 

market price risks. The ACD’s policies for dealing with these risks are summarised in note 13 of the aggregated financial statements and have 

been applied throughout the year. 

 

(a) Currency exposure  

At the balance sheet date, 0.00% (31 December 2009: 0.04%) of the net assets of the Fund were denominated in currencies other than Sterling 

with the effect that the balance sheet and total return will not be significantly affected by currency movements. Numerical disclosures are 

therefore not required. 

 

(b) Interest rate risk profile of financial assets and liabilities 

At the balance sheet date, 2.26% (31 December 2009: 2.53%) of the assets of the Fund and 0.00% (31 December 2009: 0.00%) of the liabilities 

of the Fund were interest bearing cash and bank balances with the effect that the balance sheet and total return will not be significantly affected 

by changes to interest rates. Numerical disclosures are therefore not required. 

 

(c) Fair value of financial assets and financial li abilities 

There is no material difference between the value of the financial assets and liabilities, as shown in the balance sheet, and their fair value. The 

market value of investments is taken to equal ‘fair value’ for the purposes of FRS 13. Given the activities of the Fund, none of the investments 

held fall within the definition of ‘investments held for trading’ as set out in FRS 13. 

The base currency of the Fund is Sterling. For the purpose of disclosures required by FRS 13, this is taken to be the ‘functional currency’ of the 

Fund. 

The borrowing facilities available to the Fund as at 31 December 2010 comprise a bank overdraft facility of 10% of the value of the Fund. 

The Fund has an agreed overdraft facility with J.P. Morgan at 1% above the Investor Services overdraft rate. There was no borrowing at the 

balance sheet date. 

 

15.  Related parties 
 

The Fund’s ACD is related to the Fund as defined by FRS 8 ‘Related Party Disclosures’ and is named on page 178. Fees received by the ACD 

are disclosed in note 4 of the financial statements. By virtue of the regulations governing authorised funds, the ACD is party to every transaction 

in respect of shares of the Fund, which are summarised in the Statement of change in net assets attributable to shareholders. Balances 

outstanding at the year end for these transactions are as follows: 

  31.12.10 
£’000 

31.12.09 
£’000 

      

ACD fee   453  449 

Amounts receivable on creation of shares   (884)  (4,176) 

Amounts payable on cancellation of shares   734  572 

Total payable/(receivable) to/(from) the ACD or ass ociate of the ACD   303  (3,155)  
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Distribution tables 
for the year ended 31 December 2010 

Final distribution 
Group 1 – Shares purchased on or before 30 June 2010 
Group 2 – Shares purchased on 1 July 2010 to 31 December 2010 

Distribution   
Tax 

credit  
p 

 
Net revenue  
distributable  

p 

 
 

Equalisation*  
p 

Payable  
28.02.11 

total  
p 

Paid  
28.02.10 

total  
p 

A Income  

Group 1 0.2119418 1.9074762 - 1.9074762 2.1339229 

Group 2 0.1208874 1.0879868 0.8194894 1.9074762 2.1339229 

A Accumulation      

Group 1 0.2739459 2.4655133 - 2.4655133 2.6370045 

Group 2 0.1111529 1.0003767 1.4651366 2.4655133 2.6370045 

B Income      

Group 1 0.2037033 1.8333294 - 1.8333294 2.0581362 

Group 2 0.1105393 0.9948539 0.8384755 1.8333294 2.0581362 

B Accumulation      

Group 1 0.2642357 2.3781215 - 2.3781215 2.5789057 

Group 2 0.1057178 0.9514606 1.4266609 2.3781215 2.5789057 

X Income      

Group 1 0.2165325 1.9487927 - 1.9487927 2.1777719 

Group 2 0.0967517 0.8707656 1.0780271 1.9487927 2.1777719 

X Accumulation      

Group 1 0.2811959 2.5307633 - 2.5307633 2.7264797 

Group 2 0.1344308 1.2098776 1.3208857 2.5307633 2.7264797 
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Distribution tables (continued) 
for the year ended 31 December 2010 

Interim distribution 
Group 1 – Shares purchased on or before 31 December 2009 
Group 2 – Shares purchased on 1 January 2010 to 30 June 2010 

Distribution   
Tax 

credit  
p 

 
Net revenue  
distributable  

p 

 
 

Equalisation*  
p 

Paid  
31.08.10 

total  
p 

Paid  
31.08.09 

total  
p 

A Income  

Group 1 0.2896840 2.6071557 - 2.6071557 2.5933222 

Group 2 0.1403907 1.2635160 1.3436397 2.6071557 2.5933222 

A Accumulation      

Group 1 0.3654461 3.2890148 - 3.2890148 3.1515478 

Group 2 0.1604541 1.4440872 1.8449276 3.2890148 3.1515478 

B Income      

Group 1 0.2794255 2.5148298 - 2.5148298 2.5143620 

Group 2 0.1396019 1.2564171 1.2584127 2.5148298 2.5143620 

B Accumulation      

Group 1 0.3554307 3.1988761 - 3.1988761 3.0841395 

Group 2 0.1557246 1.4015214 1.7973547 3.1988761 3.0841395 

X Income      

Group 1 0.2958068 2.6622609 - 2.6622609 2.6405840 

Group 2 0.1517166 1.3654492 1.2968117 2.6622609 2.6405840 

X Accumulation      

Group 1 0.3759816 3.3838343 - 3.3838343 3.2332854 

Group 2 0.1609656 1.4486905 1.9351438 3.3838343 3.2332854 

  

* Equalisation 
Equalisation applies only to shares purchased during the current 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 a capital repayment, 

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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Note for corporate shareholders only (unaudited) 
A shareholder within the charge to UK corporation tax receives the dividend distribution excluding any equalisation as unfranked income to the 

extent that the gross revenue less tax from which the dividend distribution is made is not franked investment income. 

Where the gross revenue from which the dividend distribution is made is not wholly franked investment income (FII), part of the distribution is 

received as an annual payment from which income tax at the lower rate of 20% has been deducted. 

For distribution years beginning on or after 6 April 1999, the maximum amount of income tax, if any, that may be reclaimed from HM Revenue & 

Customs is the corporate shareholder's portion of the Depositary's net liability to corporation tax in respect of the gross revenue. 

For the dividend distribution payable on 28 Februar y 2011 (unaudited): 

A Income 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

A Accumulation 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

B Income 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

B Accumulation 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

X Income 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

X Accumulation 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

The Depositary had no net corporation tax liability. 
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Note for corporate shareholders only (unaudited) (continued) 
For the dividend distribution paid on 31 August 201 0 (unaudited): 

A Income 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

A Accumulation 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

B Income 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

B Accumulation 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

X Income 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

X Accumulation 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

The Depositary had no net corporation tax liability. 
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Authorised Corporate Director’s investment report 

Investment objective and policy 
The investment objective of the Cazenove UK Dynamic Fund (“the Fund”) is to achieve long-term capital growth by investment in an actively 

managed portfolio of United Kingdom equities. Investment will be made primarily in any economic sector of the UK market but may extend to other 

geographic areas. 

Performance 
Over the year ended 31 December 2010, the Fund (B Accumulation share class) returned 8.3% against a total return rise in the benchmark (FTSE 

All Share Index) of 14.5%. 

Market review 
The FTSE All Share Index returned 14.5% versus 12.6% for the FTSE 100 Index, and 27.4% and 16.9% for the FTSE 250 and Small Cap Indices 

respectively. Cyclical and high beta growth sectors continued to lead the market higher as investors sought out recovery stocks likely to benefit from 

the massive monetary and fiscal stimuli poured into global economies by governments. Electronics and autos led the way, both up 71.2%, with 

personal goods +58.8%, industrials +57.5% and technology hardware +48.5%. A mixture of defensive and financials sectors including banks fell 

10%, healthcare and pharmaceuticals both fell 11% and general retailers ended the year down 12.8%. (All performance numbers are relative to the 

FTA All Share Index) 

Portfolio activity 
Following the departure of the Fund’s previous manager Neil Pegrum in April, it is our intention to manage the Fund on the same model as the UK 

Opportunities Fund. This Fund is run without sizeable exposure to the small cap sector of the market but returns are competitive with the UK 

Dynamic Fund, notably on a risk adjusted basis. Since the previous manager’s departure the Fund’s assets have shrunk from £123m to £69m at the 

year end. Most of the redemptions were made in the last week of April and we acted swiftly to raise cash levels and sought minimal share price 

disruption. Commonality between the two funds is now over 98% up from 32% when I took over the Fund. Details of the UK Opportunities Fund can 

be found on our website www.cazenovecapital.com. 

Our cautious outlook on the strength and durability of global economic recovery led us to maintain a defensive core to your portfolio throughout the 

year. We continued to add to positions in lowly rated and highly cash generative business such as GlaxoSmithKline, Morrison (WM) and Unilever 

and stayed underweight mining stocks where high commodity prices – which we think are unsustainable – give the illusion of value. During the year, 

we sold cyclical assets BBA Aviation, Wolseley and Rio Tinto. We also sold holdings in more defensive assets which had done well – Smith & 

Nephew, Synergy Health, SSL International and Pearson. In addition, as part of the changes referred to above, we sold most of the portfolio 

exposure to smaller companies. This included sales of AEA Technology, British Polythene Industries, Cosalt, CVS, Johnson Service, May Gurney, 

Micro Focus International, Pace and Trinity Mirror. 

Weak stock selection amongst smaller companies was unhelpful with poor returns from Record, Trinity Mirror, Promethean World and Rotala. These 

offset good returns from cyclical stocks such as Elementis and Melrose and also from significant under weight positions in BP and HSBC, which 

performed poorly over the year 

Outlook 
The UK market has rallied hard into signs of an improving US economy and ignored both further monetary tightening in the east and rapidly rising 

bond yields in the west. 

We wrote last year that we expected central banks would start to raise interest rates to more normal levels as growth recovered. The east is 

responding as inflation has appreciated to potentially destabilising levels but the Federal Reserve and the Bank of England continue to hold interest 

rates down at pre-crisis levels despite firmer signs of recovery.  

Recent trends in US economic data are encouraging with private sector jobs growth strengthening signs that credit is starting to reach smaller 

businesses and recent ISM (Institute for Supply Management) data has indicated that demand is recovering, thereby reducing the risk of a double-

dip inventory correction. At present the Federal Reserve say they do not see price pressures building rapidly but US treasury yields have had a big 

move up (about 100 basis points) since the second round of quantitative easing in the US, as improving growth sits uneasily with very loose 

monetary policy. 

As a consequence we are not minded to materially change our defensive portfolio structure. We expect growth rates to ease in the east whilst the 

west should continue to gently improve. Many economically sensitive stocks have recovered strongly and bullish earnings forecasts will need to be 

exceeded if current multiples are to hold. Whilst we are finding fewer opportunities in this area of the market we are becoming more interested in 

financials which have significantly lagged the recovery in risk assets. 
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Fund facts 
  Accounting  

date 
 Distribution  

payment date 

Interim  30 June  N/A 

Final  31 December  28 February 

 

Performance record 
 31.12.10 

£ 
31.12.09 

£ 
Capital return  

% change 
Total return  

% change 

FTSE All Share Index* 3,062.85 2,760.80 10.94 14.51 

* Source: DATASTREAM. Total return includes reinvested income; capital return excludes income. 

     

 31.12.10 
p 

31.12.09 
p 

Share price  
% change 

Total return  
% change  

(net of tax) 

B Accumulation** 180.98 167.09 8.31 8.31 

X Accumulation** 186.97 171.77 8.85 8.85 

** Source: Lipper. Total return includes net income reinvested (mid-mid, basic tax); capital return excludes income. 

 

Price history 
Calendar year   B Accumulation X Accumulation 

     Lowest  
price  

p 

Highest  
price  

p 

Lowest  
price  

p 

Highest  
price  

p 

2010     150.24 181.73 154.83 187.73 

2009     86.71 170.31 88.76 174.97 

2008     102.10 159.70 104.36 162.45 

2007     153.82 186.63 156.43 189.40 

2006     129.77 157.76 131.07 159.63 

All share classes were first issued on 1 October 2004 at a price of 100.00p. 

 

Total expense ratio 
A total expense ratio (“TER”) is shown which takes into account the management fee and all other operating expenses over the year and is 

expressed as a percentage of average daily assets over the same period.  

   31.12.10 
% 

31.12.09 
% 

B Accumulation   1.67 1.65 

X Accumulation   1.17 1.13 
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Net asset value record 
Date  Net asset  

value  
£ 

Number of  
shares in issue 

Net asset value  
per share  

p 

31 December 2010     

B Accumulation  59,589,896 33,115,346 179.95 

X Accumulation  9,658,167 5,195,158 185.91 

  69,248,063 38,310,504  

31 December 2009     

B Accumulation  69,138,631 41,604,144 166.18 

X Accumulation  47,197,788 27,627,500 170.84 

  116,336,419 69,231,644  

31 December 2008     

B Accumulation  41,043,112 38,769,144 105.87 

X Accumulation  23,111,914 21,346,500 108.27 

  64,155,026 60,115,644  

 

 

Net revenue distributions 
Calendar year    Final  

31.12 
p 

Total  
 

p 

B Accumulation      

2010    2.4477 2.4477 

2009    2.3062 2.3062 

2008    1.6245 1.6245 

2007*    0.0000 0.0000 

2006    0.1842 0.1842 

X Accumulation      

2010    3.3788 3.3788 

2009    3.0732 3.0732 

2008    2.3727 2.3727 

2007    0.8023 0.8023 

2006    0.8799 0.8799 

* The share class did not pay a distribution during the year. 
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Portfolio statement (continued) 
as at 31 December 2010 

 
 

Holding 

 
 
Stock description 

Market  
value  

£ 

Percentage of  
net assets  

% 

    

 United Kingdom equities 98.02% (31 December 2009 94 .56%)   

    

 Automobiles & parts 1.58% (31 December 2009 0.00%)   

493,000 GKN 1,091,995 1.58 

    

 Aerospace & defence 0.50% (31 December 2009 0.00%)   

170,000 Cobham 345,270 0.50 

    

 Banks 4.83% (31 December 2009 0.00%)   

1,278,000 Barclays 3,343,887 4.83 

    

 Chemicals 3.74% (31 December 2009 3.53%)   

352,000 AZ Electronic Materials 1,085,568 1.57 

1,067,000 Elementis 1,504,470 2.17 

  2,590,038 3.74 

 Electronics & electrical equipment 3.19% (31 Decemb er 2009 1.61%)   

3,388,238 Microemissive Displays* 15,247 0.02 

476,000 Morgan Crucible 1,158,108 1.67 

439,500 Xaar 1,041,615 1.50 

  2,214,970 3.19 

 Equity investment instruments 0.06% (31 December 20 09 0.85%)   

39,001 Brookwell 'B' (Preference)† 39,001 0.06 

    

 Financial services 6.47% (31 December 2009 8.36%)   

321,463 Ashmore 1,077,223 1.55 

170,700 GlobeOp Financial Services 588,915 0.85 

24,206 IG 122,482 0.18 

392,741 Intermediate Capital 1,300,758 1.88 

1,095,000 Record 388,725 0.56 

54,000 Schroders 1,001,700 1.45 

  4,479,803 6.47 

 Food & drug retails 4.87% (31 December 2009 7.99%)   

1,853,000 Booker 1,111,800 1.61 

844,000 Morrison (WM) 2,258,544 3.26 

  3,370,344 4.87 

 Food producers 3.49% (31 December 2009 0.00%)   

123,000 Unilever 2,414,490 3.49 

    

 General industrials 0.00% (31 December 2009 2.10%)   

    

 General retailers 0.73% (31 December 2009 2.71%)   

710,000 Debenhams 502,680 0.73 

    

 Health care equipment & services 0.49% (31 December  2009 0.00%)   

50,000 Smith & Nephew 338,250 0.49 

    

 Household goods 1.02% (31 December 2009 0.00%)   

2,250,000 Taylor Wimpey 705,825 1.02 
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Portfolio statement (continued) 
as at 31 December 2010 

 
 

Holding 

 
 
Stock description 

Market  
value  

£ 

Percentage of  
net assets  

% 

    

 United Kingdom equities (continued)   

    

 Industrial engineering 4.01% (31 December 2009 0.00 %)   

895,000 Melrose 2,778,975 4.01 

    

 Industrial transportation  - 0.00% (31 December 200 9 0.00%)   

13,054,598 Planestation* - - 

    

 Life insurance 5.70% (31 December 2009 1.68%)   

340,000 Aviva 1,336,200 1.93 

1,577,500 Legal & General 1,526,231 2.20 

465,000 Resolution 1,088,565 1.57 

  3,950,996 5.70 

 Media 6.33% (31 December 2009 8.56%)   

150,000 Daily Mail & General Trust 'A' 861,000 1.24 

165,000 Informa 671,055 0.97 

1,330,000 ITV 931,665 1.35 

222,000 United Business Media 1,531,800 2.21 

2,682,800 Yell 389,006 0.56 

  4,384,526 6.33 

 Non-life insurance 4.73% (31 December 2009 7.04%)   

800,533 Omega Insurance† 768,511 1.11 

2,000,000 RSA Insurance 2,504,000 3.62 

  3,272,511 4.73 

    

 Oil & gas producers 7.65% (31 December 2009 12.02%)    

152,000 BG 1,969,920 2.84 

485,000 BP 2,257,918 3.26 

255,000 Cairn Energy 1,071,000 1.55 

  5,298,838 7.65 

 Pharmaceuticals & biotechnology 10.58% (31 December  2009 9.13%)   

95,800 AstraZeneca 2,798,797 4.04 

365,000 GlaxoSmithKline 4,526,000 6.54 

  7,324,797 10.58 

 Real estate 1.40% (31 December 2009 3.82%)   

1,200,000 Hansteen 969,000 1.40 

    

 Software & computer services 3.69% (31 December 200 9 4.73%)   

130,000 EMIS† 527,150 0.76 

773,499 Publishing Technology† 386,750 0.56 

600,000 Sage 1,640,400 2.37 

  2,554,300 3.69 

 Support services 12.47% (31 December 2009 10.28%)   

80,000 Aggreko 1,185,600 1.71 

444,000 Babcock International 2,535,240 3.66 

857,500 Filtrona 2,082,868 3.01 

2,775,000 Galiform 2,830,500 4.09 

  8,634,208 12.47 
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Portfolio statement (continued) 
as at 31 December 2010 

 
 

Holding 

 
 
Stock description 

Market  
value  

£ 

Percentage of  
net assets  

% 

    

 United Kingdom equities (continued)   

    

 Technology hardware & equipment 0.02% (31 December 2009 3.27%)   

272,515 Minorplanet Systems† 16,487 0.02 

    

 Tobacco 2.04% (31 December 2009 0.00%)   

72,000 Imperial Tobacco 1,416,960 2.04 

    

 Travel & leisure 8.43% (31 December 2009 6.88%)   

510,000 British Airways 1,389,750 2.01 

366,000 Compass 2,126,460 3.07 

341,000 Easyjet 1,500,400 2.17 

126,060 Flybe 397,089 0.57 

1,700,000 Rotala† 425,000 0.61 

  5,838,699 8.43 

    

    

 Net investment assets 67,876,850 98.02 

    

 Net other assets 1,371,213 1.98 

    

 Net assets attributable to shareholders 69,248,063 100.00 

    

* Delisted security.  
† Listed on Alternative Investment Market (AIM).  

All holdings are ordinary shares or stock units and admitted to official stock exchange listings unless otherwise stated.  
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Statement of total return 
for the year ended 31 December 2010    

  Year ended  
31.12.10 

Year ended  
31.12.09 

 Note £’000 £’000 £’000 £’000 

      

Income      

Net capital gains 2  4,826  35,343 

Revenue 3 2,865  2,827  

Expenses 4 (1,347)  (1,209)  

      

Net revenue before taxation  1,518  1,618  

      

Taxation 5 (1)  (8)  

      

Net revenue after taxation   1,517  1,610 

      

Total return before distributions   6,343  36,953 

      

Finance costs: Distributions 6  (1,517)  (1,610) 

      

Change in net assets attributable to shareholders f rom investment activities   4,826  35,343 

 

Statement of change in net assets attributable to shareholders 
for the year ended 31 December 2010    

  Year ended  
31.12.10 

Year ended  
31.12.09 

 Note £’000 £’000 £’000 £’000 

      

Opening net assets attributable to shareholders   116,336  64,155 

      

Amounts receivable on issue of shares  11,643  27,319  

Less: Amounts payable on cancellation of shares  (64,468)  (12,192)  

   (52,825)  15,127 

      

Stamp duty reserve tax   (75)  (98) 

      

Change in net assets attributable to shareholders from investment activities (see above)  4,826  35,343 

      

Retained distribution on accumulation shares   986  1,809 

      

Closing net assets attributable to shareholders   69,248  116,336 

      

The notes on pages 133 to 136 form an integral part of these financial statements.      
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Balance sheet 
as at 31 December 2010    

  31.12.10 31.12.09 

 Note  £’000  £’000 

      

ASSETS      

Investment assets   67,877  110,013 

      

Debtors 7  861  537 

Cash and bank balances 8  779  5,970 

Total other assets   1,640  6,507 

Total assets   69,517  116,520 

      

LIABILITIES      

Creditors 9  269  184 

Total other liabilities   269  184 

Total liabilities   269  184 

      

Net assets attributable to shareholders   69,248  116,336 

      

The notes on pages 133 to 136 form an integral part of these financial statements.      
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Notes to the financial statements 

1.  Accounting policies 
 

The applicable accounting policies adopted by the UK Dynamic Fund are included in the notes to the aggregated financial statements. 

 

2.  Net capital gains 
 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

Non-derivative securities   4,826  35,343 

 

3.  Revenue 
 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

UK dividends   2,545  2,286 

Overseas dividends   267  202 

Property income dividends from real estate investment trusts   26  - 

Underwriting commission   16  320 

Bank interest   11  19 

      

Total   2,865  2,827 

 

4.  Expenses 
 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

Payable to the ACD      

ACD fee   1,206  1,094 

      

Payable to the Depositary or associate of the Depos itary      

Depositary fees   21  20 

Safe custody fees   3  2 

Total payable to the Depositary or associate of the  Depositary   24   22 

      

Payable to other related parties and third parties      

Transfer agency fees   74  63 

Administration fees*   25  24 

Registration fees   5  9 

Audit fee   9  8 

Other expenses   4  1 

VAT recovered   -  (12) 

Total payable to other related parties and third pa rties   117  93 

      

Total   1,347  1,209 

* Previously shown under “Payable to the Depositary or associate of the Depositary”. 

Expenses include VAT, where applicable.      
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5.  Taxation 
 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

(a) Analysis of tax charge      

Corporation tax at 20%   -  - 

Overseas tax   1  8 

      

Current tax charge (see note 5(b))   1  8 

      

(b) Factors affecting current tax charge      

Net revenue before taxation   1,518  1,618 

      

Corporation tax at 20% (2009: 20%)   304  324 

Effects of:      

      

Franked investment income not taxable   (509)  (457) 

Revenue from offshore investment companies and/or overseas dividends not subject to corporation tax* (54)  (39) 

Overseas tax   1  8 

Excess expenses not utilised   259  172 

      

Current tax charge (see note 5(a))   1  8 

      

* Overseas dividends are not subject to corporation tax from 1 July 2009 due to changes enacted in the Finance Act 2009. 

      

(c) At 31 December 2010 there is a potential deferred tax asset of £1,671,098 (31 December 2009: £1,412,177) in relation to surplus 

management expenses. 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 current or prior year. 

 

6.  Finance costs 
The distributions take account of revenue received on the creation of shares and revenue deducted on the cancellation of shares, and comprise: 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

Final   986  1,809 

      

Add: Revenue deducted on cancellation of shares   568  84 

Deduct: Revenue received on creation of shares   (37)  (283) 

      

Net distributions   1,517  1,610 

      

Total finance costs   1,517  1,610 

      

Details of the distributions are set out on page 137.      
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7.  Debtors 
 

  31.12.10 
£’000 

31.12.09 
£’000 

      

Sales awaiting settlement   699  - 

Accrued revenue   134  279 

Amounts receivable on creation of shares   24  258 

Income tax recoverable   4  - 

      

Total   861  537 

 

 
 

 

 
 

 

 

 

 
 

 

 

 

 

 

 
 

 

 

 

 

 

 
 

 

 

 

 

 

 
 

 

 

 

 

 

 
 

 

 

 

 

 

 

8.  Creditors 
 

  31.12.10 
£’000 

31.12.09 
£’000 

      

Accrued expenses   122  167 

Amounts payable on cancellation of shares   118  17 

Purchases awaiting settlement   29  - 

      

Total   269  184 

 

 
 

 

 
 

 

9.  Contingent liabilities  
 

As at 31 December 2010, the Fund had no contingent liabilities (31 December 2009: £nil). 

 

10.  Portfolio transaction costs 
 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

Purchases in year before transaction costs   102,529  76,459 

      

Commissions   8  96 

Taxes   -  280 

Total purchase costs   8  376 

      

Gross purchase total   102,537  76,835 

      

Gross sales in year before transaction costs   149,514  62,004 

      

Commissions   (9)  (109) 

Total sales costs   (9)  (109) 

      

Total sales net of transaction costs   149,505  61,895 
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11.  Shareholders’ funds 
 

During the year the Fund had 2 share classes; B and X. 

The ACD fee on each share class is as follows: 

Share Class B: 1.50% 

Share Class X: 1.00% 

The net asset value of each share class, the net asset value per share, and the number of shares in each class are given on page 127. The 

distribution per share class is given in the distribution tables on page 137. 

All share classes have the same rights on winding up. 

 

12.  Derivatives and other financial instruments 
 

The narrative disclosures required under FRS 13 are included in note 13 of the aggregated financial statements. 

The main risks arising from the Fund’s financial instruments are credit, foreign exchange, interest rate, liquidity and market price risks. The 

ACD’s policies for dealing with these risks are summarised in note 13 of the aggregated financial statements and have been applied throughout 

the year. 

 

(a) Currency exposure 

At the balance sheet date and as at 31 December 2009, the Fund’s net assets were all denominated in Sterling with the effect that the balance 

sheet and total return will not be affected by currency movements.  Numerical disclosures are therefore not required.  

 

(b) Interest rate risk profile of financial assets and liabilities 

At the balance sheet date, 1.12% (31 December 2009: 5.13%) of the assets of the Fund and 0.00% (31 December 2009: 0.00%) of the liabilities 

of the Fund were interest bearing cash and bank balances with the effect that the balance sheet and total return will not be significantly affected 

by changes to interest rates. Numerical disclosures are therefore not required. 

 

(c) Fair value of financial assets and financial li abilities 

There is no material difference between the value of the financial assets and liabilities, as shown in the balance sheet, and their fair value. The 

market value of investments is taken to equal ‘fair value’ for the purposes of FRS 13. Given the activities of the Fund, none of the investments 

held fall within the definition of ‘investments held for trading’ as set out in FRS 13. 

The base currency of the Fund is Sterling. For the purpose of disclosures required by FRS 13, this is taken to be the ‘functional currency’ of the 

Fund. 

The borrowing facilities available to the Fund as at 31 December 2010 comprise a bank overdraft facility of 10% of the value of the Fund. 

The Fund has an agreed overdraft facility with J.P. Morgan at 1% above the Investor Services overdraft rate. There was no borrowing at the 

balance sheet date. 

 

13.  Related parties 
 

The Fund’s ACD is related to the Fund as defined by FRS 8 ‘Related Party Disclosures’ and is named on page 178. Fees received by the ACD 

are disclosed in note 4 of the financial statements. By virtue of the regulations governing authorised funds, the ACD is party to every transaction 

in respect of shares of the Fund, which are summarised in the Statement of change in net assets attributable to shareholders. Balances 

outstanding at the year end for these transactions are as follows: 

  31.12.10 
£’000 

31.12.09 
£’000 

      

ACD fee   84  126 

Amounts receivable on creation of shares   (24)  (258) 

Amounts payable on cancellation of shares   118  17 

Total receivable from the ACD or associate of the A CD   (178)  (115) 
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Distribution tables 
for the year ended 31 December 2010 

Final distribution 
Group 1 – Shares purchased on or before 31 December 2009 
Group 2 – Shares purchased on 1 January 2010 to 31 December 2010 

Distribution   
Tax 

credit  
p 

 
Net revenue  
distributable  

p 

 
 

Equalisation*  
p 

Payable  
28.02.11 

total  
p 

Paid  
28.02.10 

total  
p 

B Accumulation  

Group 1 0.2719650 2.4476852 - 2.4476852 2.3061715 

Group 2 0.1837508 1.6537568 0.7939284 2.4476852 2.3061715 

X Accumulation      

Group 1 0.3754223 3.3788011 - 3.3788011 3.0731732 

Group 2 0.2535108 2.2815970 1.0972041 3.3788011 3.0731732 

  

* Equalisation 
Equalisation applies only to shares purchased during the current 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 a capital repayment, 

it is not liable to income tax but must be deducted from the cost of shares for capital gains tax purposes. 

 

Note for corporate shareholders only (unaudited) 
A shareholder within the charge to UK corporation tax receives the dividend distribution excluding any equalisation as unfranked income to the 

extent that the gross revenue less tax from which the dividend distribution is made is not franked investment income. 

Where the gross revenue from which the dividend distribution is made is not wholly franked investment income (FII), part of the distribution is 

received as an annual payment from which income tax at the lower rate of 20% has been deducted. 

For distribution years beginning on or after 6 April 1999, the maximum amount of income tax, if any, that may be reclaimed from HM Revenue & 

Customs is the corporate shareholder's portion of the Depositary's net liability to corporation tax in respect of the gross revenue. 

For the dividend distribution payable on 28 Februar y 2011 (unaudited): 

B Accumulation 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

X Accumulation 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

The Depositary had no net corporation tax liability. 
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Authorised Corporate Director’s investment report 

Investment objective and policy 
The UK Equity Income Fund (“the Fund”) aims to provide a high level of income together with long term capital growth by investing predominantly in 

United Kingdom equities. Whilst the Fund will invest primarily in United Kingdom equities it may also invest in fixed interest securities, cash, deposits 

and money market instruments and in other markets. 

Performance 
Over the year to 31 December 2010 the Fund returned 17.3% (B Income share class) against a rise in the benchmark of 14.5% (FTSE All Share 

Index). 

Market review 
Markets delivered another positive return in 2010 boosted by strong economic growth in China and a recovery in US activity aided by another phase 

of “quantitative easing” and the maintenance of the Bush era tax cuts. 

Despite the deterioration of European sovereign debt markets which required bail-outs for both Greece and Ireland, UK equities delivered a solid 

return of over +10% led higher by the Mid Cap +24% and Small Cap +13% in capital terms.   The more defensive FTSE 100 remained the laggard, 

up only +9% in the year.  At the sector level industrial and commodity cyclicals outperformed with electronics, autos and chemicals amongst the best 

performers.  Underperformers included general retailers, oil & gas producers and pharmaceuticals. 

Portfolio activity 
Over the year the Fund has added to more growth orientated positions; a new holding in AZ Electronic Materials and additions to core holdings in 

Filtrona, Babcock International and Sage.  Within financials the holding in Barclays was sold and the Fund established a position in Jupiter Fund 

Management at initial public offering (IPO).  The Fund remains broadly defensive, with an above market yield portfolio, positioned albeit, with 

selective growth orientated holdings. 

Outlook 
While industrial and commodity cyclicals have led the market in 2009 and 2010 we expect this momentum to wane into 2011 as the impact of 

government programmes to support growth begin to fade and interest rates globally tighten as inflation moves higher. In this environment we 

anticipate that the more growth and growth-defensive assets, which are less dependent on the cycle for earnings growth, should start to outperform. 
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Fund facts 
  Accounting  

date 
 Distribution  

payment date 

Interim  30 June  31 August 

Final  31 December  28 February 

 

Performance record 
 31.12.10 

£ 
31.12.09 

£ 
Capital return  

% change 
Total return  

% change 

FTSE All Share Index* 3,062.85 2,760.80 10.94 14.51 

* Source: DATASTREAM. Total return includes reinvested income; capital return excludes income. 

     

 31.12.10 
p 

31.12.09 
p 

Share price  
% change 

Total return  
% change  

(net of tax) 

A Income** 119.86 106.73 12.30 17.88 

B Income** 116.45 104.20 11.76 17.32 

X Income** 121.78 108.32 12.43 18.08 

** Source: Lipper. Total return includes net income reinvested (mid-mid, basic tax); capital return excludes income. 

 

Price history 
Calendar year  A Income B Income X Income 

   Lowest  
price  

p 

Highest  
price  

p 

Lowest  
price  

p 

Highest  
price  

p 

Lowest  
price  

p 

Highest  
price  

p 

2010   96.46 120.76 93.93 117.33 98.00 122.68 

2009   72.70 107.56 71.29 105.07 73.59 109.11 

2008   78.21 129.15 76.81 127.38 79.12 130.33 

2007   119.00 136.94 117.60 135.44 119.97 138.02 

2006   112.11 129.75 111.44 128.63 112.70 130.61 

All share classes were first issued on 6 May 2005 at a price of 100.00p. 

 

Total expense ratio 
A total expense ratio (“TER”)  is shown which takes into account the management fee and all other operating expenses over the year and is 

expressed as a percentage of average daily assets over the same period.  

   31.12.10 
% 

31.12.09 
% 

A Income   1.23 1.27 

B Income   1.71 1.77 

X Income   0.91 0.91 
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Net asset value record 
Date  Net asset  

value  
£ 

Number of  
shares in issue 

Net asset value  
per share  

p 

31 December 2010     

A Income  42,666,510 36,331,960 117.44 

B Income  1,238,173 1,085,133 114.10 

X Income  120,168 100,663 119.38 

  44,024,851 37,517,756  

31 December 2009     

A Income  41,356,671 39,653,949 104.29 

B Income  622,619 611,328 101.85 

X Income  1,692,651 1,600,000 105.79 

  43,671,941 41,865,277  

31 December 2008     

A Income  37,689,604 41,788,949 90.19 

B Income  372,967 421,328 88.52 

X Income  1,404,956 1,540,000 91.23 

  39,467,527 43,750,277  

 

 

Net revenue distributions 
Calendar year   Interim  

30.06 
p 

Final  
31.12 

p 

Total  
 

p 

A Income      

2010   2.6948 1.9579 4.6527 

2009   2.6948 2.2520 4.9468 

2008   2.6948 2.5374 5.2322 

2007   2.5422 1.9196 4.4618 

2006   2.4008 1.8199 4.2207 

B Income      

2010   2.6603 1.8930 4.5533 

2009   2.6603 2.1758 4.8361 

2008   2.6602 2.4626 5.1228 

2007   2.5097 1.8939 4.4036 

2006   2.3635 1.7918 4.1553 

X Income      

2010   2.7507 1.9251 4.6758 

2009   2.7507 2.3384 5.0891 

2008   2.7507 2.6469 5.3976 

2007   2.5950 1.9697 4.5647 

2006   2.4754 1.8726 4.3480 
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Portfolio statement (continued) 
as at 31 December 2010 

 
 

Holding 

 
 
Stock description 

Market  
value  

£ 

Percentage of  
net assets  

% 

    

 United Kingdom equities 99.15% (31 December 2009 99 .55%)   

    

 Aerospace & defence 1.80% (31 December 2009 3.31%)   

240,000 BAE Systems 792,000 1.80 

    

 Banks 3.87% (31 December 2009 5.72%)   

100,000 HSBC 651,100 1.48 

1,600,000 Lloyds Banking 1,051,200 2.39 

  1,702,300 3.87 

 Chemicals 3.48% (31 December 2009 2.45%)   

200,000 AZ Electronic Materials 616,800 1.40 

650,000 Elementis 916,500 2.08 

  1,533,300 3.48 

 Construction & materials 2.16% (31 December 2009 1. 18%)   

35,000 Kier 480,200 1.09 

450,000 Marshalls 471,375 1.07 

  951,575 2.16 

 Electricity 0.00% (31 December 2009 0.66%)   

    

 Electronics & electrical equipment 0.83% (31 Decemb er 2009 1.75%)   

150,000 Morgan Crucible 364,950 0.83 

    

 Financial services 7.73% (31 December 2009 8.37%)   

350,000 Aberdeen Asset Management 709,100 1.61 

175,000 Intermediate Capital 579,600 1.32 

200,000 Jupiter Fund Management 599,000 1.36 

200,000 Man 592,000 1.34 

250,000 Paragon 446,500 1.02 

55,000 Provident Financial 477,400 1.08 

  3,403,600 7.73 

 Fixed line telecommunications 2.87% (31 December 20 09 2.82%)   

700,000 BT 1,265,600 2.87 

    

 Food producers 2.01% (31 December 2009 2.84%)   

45,000 Unilever 883,350 2.01 

    

 Gas, water & multiutilities 4.35% (31 December 2009  5.33%)   

270,000 Centrica 895,320 2.03 

185,000 National Grid 1,023,050 2.32 

  1,918,370 4.35 

 General industrials 0.00% (31 December 2009 1.04%)   

    

 General retailers 1.04% (31 December 2009 3.37%)   

100,000 Halfords 457,000 1.04 

    

 Household goods 1.25% (31 December 2009 0.00%)   

1,750,000 Taylor Wimpey 548,975 1.25 
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Portfolio statement (continued) 
as at 31 December 2010 

 
 

Holding 

 
 
Stock description 

Market  
value  

£ 

Percentage of  
net assets  

% 

    

 United Kingdom equities (continued)   

    

 Industrial engineering 1.41% (31 December 2009 2.94 %)   

200,000 Melrose 621,000 1.41 

    

 Industrial transportation 0.00% (31 December 2009 1 .13%)   

    

 Life insurance 0.99% (31 December 2009 0.92%)   

450,000 Legal & General 435,375 0.99 

    

 Media 4.34% (31 December 2009 5.15%)   

155,000 Chime Communications 344,100 0.78 

100,000 Daily Mail & General Trust 'A' 574,000 1.30 

75,000 Informa 305,025 0.69 

100,000 United Business Media 690,000 1.57 

  1,913,125 4.34 

 Mining 5.50% (31 December 2009 5.47%)   

20,000 European Goldfields†  176,800 0.40 

50,000 Rio Tinto 2,243,250 5.10 

  2,420,050 5.50 

 Mobile telecommunications 5.27% (31 December 2009 5 .42%)   

1,400,000 Vodafone 2,321,200 5.27 

    

 Non-life insurance 4.04% (31 December 2009 2.38%)   

350,000 Beazley 402,500 0.91 

80,000 Jardine Lloyd Thompson 502,400 1.14 

700,000 RSA Insurance 876,400 1.99 

  1,781,300 4.04 

 Oil & gas producers 9.65% (31 December 2009 9.24%)   

400,000 BP 1,862,200 4.23 

120,000 Cairn Energy 504,000 1.14 

70,000 Royal Dutch Shell 'B' 1,480,500 3.36 

150,000 Salamander Energy 402,900 0.92 

  4,249,600 9.65 

 Oil equipment, services & distribution 1.38% (31 De cember 2009 1.00%)   

83,041 Hunting  607,030 1.38 

    

 Pharmaceuticals & biotechnology 8.67% (31 December 2009 10.27%)   

50,000 AstraZeneca 1,460,750 3.32 

190,000 GlaxoSmithKline 2,356,000 5.35 

  3,816,750 8.67 

 Real estate 0.16% (31 December 2009 1.69%)   

30,401 Development Securities 68,326 0.16 

    

 Software & computer services 2.56% (31 December 200 9 0.00%)   

125,000 Invensys 442,750 1.01 

250,000 Sage 683,500 1.55 

  1,126,250 2.56 
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Portfolio statement (continued) 
as at 31 December 2010 

 
 

Holding 

 
 
Stock description 

Market  
value  

£ 

Percentage of  
net assets  

% 

    

 United Kingdom equities (continued)   

    

 Support services 9.34% (31 December 2009 3.89%)   

30,000 Aggreko 444,600 1.01 

160,000 Babcock International 913,600 2.08 

200,000 Electrocomponents 531,600 1.21 

68,000 Experian 542,640 1.23 

425,000 Filtrona 1,032,325 2.34 

250,000 Lavendon 289,375 0.66 

300,000 Smiths News 354,750 0.81 

  4,108,890 9.34 

 Tobacco 7.16% (31 December 2009 4.52%)   

80,000 British American Tobacco 1,970,800 4.48 

60,000 Imperial Tobacco 1,180,800 2.68 

  3,151,600 7.16 

 Travel & leisure 7.29% (31 December 2009 6.69%)   

150,000 Cineworld 322,500 0.73 

200,000 Compass 1,162,000 2.64 

45,000 Go-Ahead 594,450 1.35 

140,000 Greene King 670,880 1.52 

270,000 William Hill 460,890 1.05 

  3,210,720 7.29 

    

    

 Net investment assets 43,652,236 99.15 

    

 Net other assets 372,615 0.85 

    

 Net assets attributable to shareholders 44,024,851 100.00 

    

All holdings are ordinary shares or stock units and admitted to official stock exchange listings unless otherwise stated.  
† Listed on Alternative Investment Market (AIM). 
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Statement of total return 
for the year ended 31 December 2010    

  Year ended  
31.12.10 

Year ended  
31.12.09 

 Note £’000 £’000 £’000 £’000 

      

Income      

Net capital gains 2  5,450  6,345 

Revenue 3 1,902  2,216  

Expenses 4 (523)  (487)  

      

Net revenue before taxation  1,379  1,729  

      

Taxation 5 -  (1)  

      

Net revenue after taxation   1,379  1,728 

      

Total return before distributions   6,829  8,073 

      

Finance costs: Distributions 6  (1,817)  (2,104) 

      

Change in net assets attributable to shareholders f rom investment activities   5,012  5,969 

 

Statement of change in net assets attributable to shareholders 
for the year ended 31 December 2010    

  Year ended  
31.12.10 

Year ended  
31.12.09 

 Note £’000 £’000 £’000 £’000 

      

Opening net assets attributable to shareholders   43,672  39,467 

      

Amounts receivable on issue of shares  2,996  2,883  

Less: Amounts payable on cancellation of shares  (7,658)  (4,657)  

   (4,662)  (1,774) 

      

Stamp duty reserve tax   (11)  (11) 

      

Change in net assets attributable to shareholders from investment activities (see above)  5,012  5,969 

      

Unclaimed distributions 11  14  21 

      

Closing net assets attributable to shareholders   44,025  43,672 

      

The notes on pages 146 to 151 form an integral part of these financial statements.      
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Balance sheet 
as at 31 December 2010    

  31.12.10 31.12.09 

 Note  £’000  £’000 

      

ASSETS      

Investment assets   43,652  43,475 

      

Debtors 7  362  486 

Cash and bank balances   932  893 

Total other assets   1,294  1,379 

Total assets   44,946  44,854 

      

LIABILITIES      

Creditors 8  187  238 

Distribution payable on income shares   734  944 

Total other liabilities   921  1,182 

Total liabilities   921  1,182 

      

Net assets attributable to shareholders   44,025  43,672 

      

The notes on pages 146 to 151 form an integral part of these financial statements.      
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Notes to the financial statements 

1.  Accounting policies 
 

The applicable accounting policies adopted by the UK Equity Income Fund are included in the notes to the aggregated financial statements. 

 

2.  Net capital gains 
 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

Non-derivative securities   5,450  6,346 

Derivative securities   -  (1) 

      

Total   5,450  6,345 

 

3.  Revenue 
 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

UK dividends   1,789  1,983 

Overseas dividends   76  9 

Underwriting commission   17  95 

Property income dividends from real estate investment trusts   12  83 

Option revenue   4  36 

Bank interest   4  10 

      

Total   1,902  2,216 

      

 



Cazenove UK Equity Income Fund  Year ended 31 December 2010 

 147 

4.  Expenses 
 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

Payable to the ACD      

ACD fee   425  392 

      

Payable to the Depositary or associate of the Depos itary      

Depositary fees   13  12 

Safe custody fees   1  1 

Total payable to the Depositary or associate of the  Depositary   14   13 

      

Payable to other related parties and third parties      

Registration fees   32  43 

Administration fees*   21  20 

Transfer agency fees   18  15 

Audit fee   9  8 

Other expenses   4  3 

VAT recovered   -  (7) 

Total payable to other related parties and third pa rties   84  82 

      

Total   523  487 

* Previously shown under “Payable to the Depositary or associate of the Depositary”. 

Expenses include VAT, where applicable.      
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5.  Taxation 
 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

(a) Analysis of tax charge      

Corporation tax at 20%   -  - 

Overseas tax   (3)  1 

Adjustment in respect of prior periods   3  - 

      

Current tax charge (see note 5(b))   -  1 

      

(b) Factors affecting current tax charge      

Net revenue before taxation   1,379  1,729 

      

Corporation tax at 20% (2009: 20%)   276  346 

Effects of:      

      

Franked investment income not taxable   (358)  (397) 

Revenue from offshore investment companies and/or overseas dividends not subject to corporation tax* (15)  (2) 

Overseas tax   (3)  1 

Adjustment in respect of prior periods   3  - 

Excess expenses not utilised   97  53 

      

Current tax charge (see note 5(a))   -  1 

      

* Overseas dividends are not subject to corporation tax from 1 July 2009 due to changes enacted in the Finance Act 2009. 

      

(c) At 31 December 2010 there is a potential deferred tax asset of £545,218 (31 December 2009: £448,099) in relation to surplus management 

expenses. 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 current or prior year. 
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6.  Finance costs 
The distributions take account of revenue received on the creation of shares and revenue deducted on the cancellation of shares, and comprise: 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

Interim   1,053  1,150 

Final   734  944 

   1,787  2,094 

      

Add: Revenue deducted on cancellation of shares   69  42 

Deduct: Revenue received on creation of shares   (39)  (32) 

      

Net distributions   1,817  2,104 

      

Total finance costs   1,817  2,104 

      

Movement between net distributions and net revenue after taxation      

      

Net distributions   1,817  2,104 

      

Add: Taxation relief on capital fees   -  28 

Less: Depositary fee charged to capital   (13)  (12) 

Less: ACD fee charged to capital   (425)  (392) 

      

Net revenue after taxation   1,379  1,728 

      

Details of the distributions are set out on page 152.      

 

7.  Debtors 
 

  31.12.10 
£’000 

31.12.09 
£’000 

      

Accrued revenue   214  228 

Sales awaiting settlement   115  216 

Income tax recoverable   17  22 

Amounts receivable on creation of shares   16  19 

Overseas tax recoverable   -  1 

      

Total   362  486 
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8.  Creditors 
 

  31.12.10 
£’000 

31.12.09 
£’000 

      

Purchases awaiting settlement   105  164 

Accrued expenses   73  71 

Amounts payable on cancellation of shares   9  3 

      

Total   187  238 

 

9.  Contingent liabilities  
 

As at 31 December 2010, the Fund had a contingent liability of £367,549 in respect of underwriting commitments in Yule Catto and RPC (31 

December 2009: £75,334). 

 

10.  Portfolio transaction costs 
 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

Purchases in year before transaction costs   24,566  36,316 

      

Commissions   34  48 

Taxes   110  162 

Total purchase costs   144  210 

      

Gross purchase total   24,710  36,526 

      

Gross sales in year before transaction costs   30,037  37,798 

      

Commissions   (44)  (54) 

Total sales costs   (44)  (54) 

      

Total sales net of transaction costs   29,993  37,744 

 

11.  Unclaimed distributions 
 

The sum of £14,158 (31 December 2009: £20,397) has been credited to the capital property of the Fund during the year and represents 

unclaimed distributions which have remained unclaimed by shareholders for six years. 

 

12.  Shareholders’ funds 
 

During the year the Fund had 3 share classes; A, B and X. 

The ACD fee on each share class is as follows: 

Share Class A: 1.00% 

Share Class B: 1.50% 

Share Class X: 0.75% 

The net asset value of each share class, the net asset value per share, and the number of shares in each class are given on page 140. The 

distribution per share class is given in the distribution tables on page 152. 

All share classes have the same rights on winding up. 
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13.  Derivatives and other financial instruments 
 

The narrative disclosures required under FRS 13 are included in note 13 of the aggregated financial statements. The Fund also wrote call 

options during the period for the purpose of protecting the income of the fund. 

The main risks arising from the Fund’s financial instruments are credit, foreign exchange, interest rate, liquidity and market price risks. The 

ACD’s policies for dealing with these risks are summarised in note 13 of the aggregated financial statements and have been applied throughout 

the year. 

 

(a) Currency exposure 

At the balance sheet date, 0.01% (31 December 2009: 0.03%) of the net assets of the Fund were denominated in currencies other than Sterling 

with the effect that the balance sheet and total return will not be significantly affected by currency movements. Numerical disclosures are 

therefore not required. 

 

(b) Interest rate risk profile of financial assets and liabilities 

At the balance sheet date, 2.12% (31 December 2009: 2.04%) of the assets of the Fund and 0.00% (31 December 2009: 0.00%) of the liabilities 

of the Fund were interest bearing cash and bank balances with the effect that the balance sheet and total return will not be significantly affected 

by changes to interest rates. Numerical disclosures are therefore not required. 

 

(c) Fair value of financial assets and financial li abilities 

There is no material difference between the value of the financial assets and liabilities, as shown in the balance sheet, and their fair value. The 

market value of investments is taken to equal ‘fair value’ for the purposes of FRS 13. Given the activities of the Fund, none of the investments 

held fall within the definition of ‘investments held for trading’ as set out in FRS 13. 

The base currency of the Fund is Sterling. For the purpose of disclosures required by FRS 13, this is taken to be the ‘functional currency’ of the 

Fund. 

The borrowing facilities available to the Fund as at 31 December 2010 comprise a bank overdraft facility of 10% of the value of the Fund. 

The Fund has an agreed overdraft facility with J.P. Morgan at 1% above the Investor Services overdraft rate. There was no borrowing at the 

balance sheet date. 

 

14.  Related parties 
 

The Fund’s ACD is related to the Fund as defined by FRS 8 ‘Related Party Disclosures’ and is named on page 178. Fees received by the ACD 

are disclosed in note 4 of the financial statements. By virtue of the regulations governing authorised funds, the ACD is party to every transaction 

in respect of shares of the Fund, which are summarised in the Statement of change in net assets attributable to shareholders. Balances 

outstanding at the year end for these transactions are as follows: 

  31.12.10 
£’000 

31.12.09 
£’000 

      

ACD fee   38  37 

Amounts receivable on creation of shares   (16)  (19) 

Amounts payable on cancellation of shares   9  3 

Total payable to the ACD or associate of the ACD   31  21 
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Distribution tables 
for the year ended 31 December 2010 

Final distribution 
Group 1 – Shares purchased on or before 30 June 2010 
Group 2 – Shares purchased on 1 July 2010 to 31 December 2010 

Distribution   
Tax 

credit  
p 

 
Net revenue  
distributable  

p 

 
 

Equalisation*  
p 

Payable  
28.02.11 

total  
p 

Paid  
28.02.10 

total  
p 

A Income  

Group 1 0.2175409 1.9578677 - 1.9578677 2.2520498 

Group 2 0.1119346 1.0074116 0.9504561 1.9578677 2.2520498 

B Income      

Group 1 0.2103281 1.8929532 - 1.8929532 2.1758101 

Group 2 0.1014688 0.9132193 0.9797339 1.8929532 2.1758101 

X Income      

Group 1 0.2139046 1.9251411 - 1.9251411 2.3384075 

Group 2 0.2139046 1.9251411 0.0000000 1.9251411 2.3384075 

 

Interim distribution 
Group 1 – Shares purchased on or before 31 December 2009 

Group 2 – Shares purchased on 1 January 2010 to 30 June 2010 

Distribution   
Tax 

credit  
p 

 
Net revenue  
distributable  

p 

 
 

Equalisation*  
p 

Paid  
31.08.10 

total  
p 

Paid  
31.08.09 

total  
p 

A Income  

Group 1 0.2994201 2.6947811 - 2.6947811 2.6947811 

Group 2 0.1379890 1.2419008 1.4528803 2.6947811 2.6947811 

B Income      

Group 1 0.2955844 2.6602592 - 2.6602592 2.6602592 

Group 2 0.0989379 0.8904409 1.7698183 2.6602592 2.6602592 

X Income      

Group 1 0.3056352 2.7507186 - 2.7507186 2.7507186 

Group 2 0.3056352 2.7507186 0.0000000 2.7507186 2.7507186 

  

* Equalisation 
Equalisation applies only to shares purchased during the current 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 a capital repayment, 

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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Note for corporate shareholders only (unaudited) 
A shareholder within the charge to UK corporation tax receives the dividend distribution excluding any equalisation as unfranked income to the 

extent that the gross revenue less tax from which the dividend distribution is made is not franked investment income. 

Where the gross revenue from which the dividend distribution is made is not wholly franked investment income (FII), part of the distribution is 

received as an annual payment from which income tax at the lower rate of 20% has been deducted. 

For distribution years beginning on or after 6 April 1999, the maximum amount of income tax, if any, that may be reclaimed from HM Revenue & 

Customs is the corporate shareholder's portion of the Depositary's net liability to corporation tax in respect of the gross revenue. 

For the dividend distribution payable on 28 Februar y 2011 (unaudited): 

A Income 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

B Income 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

X Income 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

The Depositary had no net corporation tax liability. 

For the dividend distribution paid on 31 August 201 0 (unaudited): 

A Income 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

B Income 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

X Income 

(i) 100.00% of the total distribution together with the tax credit is received as FII; 

(ii) 0.00% of the distribution is received as an annual payment, received after the deduction of income tax at the lower rate and is liable to 

corporation tax. It is not FII. 

The Depositary had no net corporation tax liability. 
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Authorised Corporate Director’s investment report 

Investment objective and policy 
The Cazenove Strategic Bond Fund (“the Fund”) aims to generate a total return above Sterling cash interest rates, primarily through a flexible 

allocation to investment grade bonds, non-investment grade bonds and derivative instruments. The Fund may invest in rated and unrated securities 

including bonds, notes of fixed and variable interest, preference shares, equities, convertible and other securities issued by government, quasi-

government, supranational, bank and corporate entities, and derivative instruments. The Fund may invest in cash, near cash and deposits without 

limitation.  

The Fund may use forward foreign exchange transactions, futures, credit default swaps and other exchange traded and off-exchange traded 

derivative contracts for the purposes of efficient portfolio management and/or meeting the investment objectives of the Fund. Such derivative 

contracts have the potential to significantly increase the Fund’s risk profile and may create leveraged exposure to the credit market. Investment in 

lower rated bonds or non-investment grade debt instruments may also expose the Fund to greater risk of default on individual securities than would 

normally be the case for a fund invested in higher grade fixed interest securities.  

The ACD employs a risk management process that seeks to control the volatility of the Fund. Information about this process is available from the 

ACD. 

Performance 
The Fund (B Accumulation share class) returned +6.4% over 2010, compared to a return of 0.5% on three month UK Treasury Bills. The Fund’s 

positive return came from a variety of sectors, including banks, services, and basic industries. Within the banking sector, our holding of Lloyds 

Enhanced Capital Notes and Royal Bank of Scotland bonds contributed positively, especially in the first quarter of 2010.  In June the bond market’s 

reaction to the Macondo oil spill provided an opportunity for the Fund to take new exposure to BP. This position, together with Pemex and Infinis 

helped make the energy sector an outperformer in 2010. The cyclical recovery of CMA, Eco-Bat and British Airways helped performance in the 

services sector. 

Market review 
Corporate bond prices rose sharply in 2010, outperforming the expectations of most market participants. The total gain on Merrill Lynch’s Index of 

European high yield debt (HPC4) was 13%, compared to a loss of 2% on the DJ Euro-Stoxx 50 Index of leading shares. The recovery in global bond 

prices was supported by low interest rates and Central Bank purchases of government debt. Within the high yield market, insurance bonds led the 

rally with a total return of +35%. Of the larger non-investment grade sectors, automotives returned +12%, banks +10% services +13%, basic 

industries +12% and media +12%. 

Portfolio activity 
During 2010 we added the first lien bonds of several high yield issuers. By way of example, we purchased the senior secured debt of Care UK, 

Sunrise Communications, Oxea, Ardagh Glass, Ineos Finance, New World Resources, Cable & Wireless, Virgin Media, Unity Media and TMD 

Friction. 

We reduced bank exposure during 2010 from 22% to 18%, as investors were not fully compensated for subordination risks. While Basel-3 

regulations are generally favourable for bond holders, the proposed European bank resolution directive may permit forced restructuring of fixed 

income securities. 

Outlook 
In 2011 economists expect stable interest rates and 3.5% global growth, led by the U.S. and emerging markets. But the tail risks are rising. The 

equity and credit markets are in ‘risk-on’ mode, but there are three possible events that could seriously derail a conventional recovery in investment 

appetite: 

(1) Debt restructuring in Europe may extend from the periphery to Spain and Italy. It is now accepted wisdom that Ireland and Greece will restructure 

bank or sovereign liabilities over the next three years. If Spain or Italy do the same, risk appetite will evaporate overnight.  

(2) Fiscal austerity programmes may trigger recession in northern Europe. UK and European growth forecasts are +2% and +1.6% respectively. But 

severe cut backs in the public sector need to be managed carefully, to avoid another recession. 

(3) Commodity-led inflation may force central banks to tighten aggressively in 2011. The US futures market is not pricing in any Federal Reserve 

Funds rate increase until 2012. 

These three outcomes are described as tail risks, because they are each a low probability event. We therefore start the year with a constructive 

approach to credit markets, but a slightly lower average life. The portfolio term is currently 4.5 years, down from 5.4 years in January 2010. 
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Fund facts 
  Accounting  

date 
 Distribution  

payment date 

Interim  30 June  31 August 

Final  31 December  28 February 

 

Performance record 
  

 
31.12.10 

 
31.12.09 Total return  

% change 

3 month UK Treasury Bills*  0.50 0.52 0.50 

* Source: DMO (Debt Management Office). Total return has been calculated on the duration of the year. 

     

 31.12.10 
p 

31.12.09 
p 

Share price  
% change 

Total return  
% change  

(net of tax) 

A Income** 100.92 99.35 1.58 6.67 

A Accumulation** 126.74 118.83 6.66 6.66 

B Income** 100.07 98.78 1.31 6.39 

B Accumulation** 126.38 118.78 6.40 6.40 

X Income** 102.15 100.31 1.83 6.95 

X Accumulation** 128.39 120.07 6.93 6.93 

** Source: Lipper. Total return includes net income reinvested (mid-mid, basic tax); capital return excludes income. 

 

Price history 
Calendar year A Income A Accumulation B Income B Accumulation 

 Lowest  
price  

p 

Highest  
price  

p 

Lowest  
price  

p 

Highest  
price  

p 

Lowest  
price  

p 

Highest  
price  

p 

Lowest  
price  

p 

Highest  
price  

p 

2010 95.99 102.05 117.87 128.16 95.31 101.22 117.81 127.84 

2009 79.81 99.45 93.01 118.95 79.53 98.88 93.16 118.90 

2008 80.38 97.93 90.20 106.82 80.13 97.75 90.37 107.11 

2007 97.58 101.67 103.02 105.64 97.58 101.72 103.14 105.83 

2006 99.41 101.92 99.93 102.99 99.35 102.09 99.93 103.11 

         

Calendar year     X Income X Accumulation 

     Lowest  
price  

p 

Highest  
price  

p 

Lowest  
price  

p 

Highest  
price  

p 

2010     97.04 103.24 119.10 129.78 

2009     80.37 100.40 93.71 120.18 

2008     80.93 98.47 90.86 107.45 

2007     97.93 101.98 103.24 106.10 

2006     99.48 102.11 99.93 103.20 

All share classes were first issued on 4 April 2006 at a price of 100.00p. 

 

Total expense ratio 
A total expense ratio (“TER”) is shown which takes into account the management fee and all other operating expenses over the year and is 

expressed as a percentage of average daily assets over the same period.  

   31.12.10 
% 

31.12.09 
% 

A Income   0.84 0.86 

A Accumulation   0.85 0.89 

B Income   1.09 1.10 

B Accumulation   1.09 1.10 

X Income   0.59 0.60 

X Accumulation   0.59 0.60 
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Net asset value record 
Date  Net asset  

value  
£ 

Number of  
shares in issue 

Net asset value  
per share  

p 

31 December 2010     

A Income  119,853,033 122,472,562 97.86 

A Accumulation  52,577,004 41,753,058 125.92 

B Income  142,793,985 147,148,360 97.04 

B Accumulation  47,926,106 38,168,254 125.57 

X Income  192,031,099 193,863,247 99.05 

X Accumulation  18,237,658 14,297,258 127.56 

  573,418,885 557,702,739  

31 December 2009     

A Income  88,213,766 92,580,901 95.28 

A Accumulation  39,451,013 33,764,354 116.84 

B Income  37,574,970 39,669,000 94.72 

B Accumulation  19,331,786 16,552,000 116.79 

X Income  120,432,427 125,156,000 96.23 

X Accumulation  10,196,299 8,636,500 118.06 

  315,200,261 316,358,755  

31 December 2008     

A Income  56,118,908 71,037,901 79.00 

A Accumulation  19,728,601 21,431,354 92.05 

B Income  12,354,626 15,693,000 78.73 

B Accumulation  4,148,758 4,499,000 92.22 

X Income  52,414,708 65,884,000 79.56 

X Accumulation  3,601,225 3,882,500 92.76 

  148,366,826 182,427,755  
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Net revenue distributions 
Calendar year   Interim  

30.06 
p 

Final  
31.12 

p 

Total  
 

p 

A Income      

2010   2.3258 2.4210 4.7468 

2009   2.3389 2.4256 4.7645 

2008   2.7002 3.0559 5.7561 

2007   2.4199 2.6768 5.0967 

2006   1.0578 2.5361 3.5939 

A Accumulation      

2010   2.8456 3.0439 5.8895 

2009   2.7116 2.8909 5.6025 

2008   2.9399 3.4204 6.3603 

2007   2.4981 2.8341 5.3322 

2006   1.0567 2.5445 3.6012 

B Income      

2010   2.3100 2.4017 4.7117 

2009   2.3333 2.4177 4.7510 

2008   2.7020 3.0623 5.7643 

2007   2.4255 2.6821 5.1076 

2006   1.0690 2.5409 3.6099 

B Accumulation      

2010   2.8525 3.0338 5.8863 

2009   2.7301 2.9258 5.6559 

2008   2.9592 3.4493 6.4085 

2007   2.4943 2.8549 5.3492 

2006   1.0680 2.4738 3.5418 

X Income      

2010   2.3625 2.4486 4.8111 

2009   2.3607 2.4525 4.8132 

2008   2.7198 3.0859 5.8057 

2007   2.4299 2.7003 5.1302 

2006   1.0779 2.5372 3.6151 

X Accumulation      

2010   2.8855 3.0778 5.9633 

2009   2.7510 2.9332 5.6842 

2008   2.9674 3.4586 6.4260 

2007   2.5146 2.8651 5.3797 

2006   1.0758 2.5647 3.6405 
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Portfolio statement (continued) 
as at 31 December 2010 

 
Holding/  
Nominal 

 
 
Stock description 

Market  
value  

£ 

Percentage of  
net assets  

% 

    

 United Kingdom debt securities 48.91% (31 December 2009 48.65%)   

    

 United Kingdom government bonds 6.02% (31 December 2009 0.00%)   

£12,500,000 Treasury 0% Stock 10/01/2011 12,498,975 2.18 

£12,600,000 Treasury 0% Stock 17/01/2011 12,597,745 2.20 

£9,420,000 Treasury 0% Stock 21/02/2011 9,413,378 1.64 

  34,510,098 6.02 

 United Kingdom corporate bonds 42.89% (31 December 2009 48.65%)   

£10,400,000 3i 3.625% Convertible Bonds 29/05/2011 10,454,080 1.82 

£2,000,000 Abbey National Treasury Services 5.5% Notes 18/06/2014 2,096,710 0.37 

£4,605,000 Abbey National Treasury Services 7.125% Notes 20/06/2011 4,710,455 0.82 

£1,221,000 Alliance & Leicester 4.75% Senior European Medium Term Notes 01/03/2011 1,225,625 0.21 

£3,850,000 Alliance & Leicester 9.625% Subordinate Call Step-Up Notes 30/10/2023 4,491,876 0.78 

£15,165,000 Allied Domecq Financial Services 6.625% Notes 18/04/2011 15,350,013 2.68 

£1,370,000 Amlin 6.5% Floating Rate Subordinated Notes 19/12/2026 1,225,577 0.21 

€4,180,000 Avis Finance Floating Rate Notes 31/07/2013 3,438,426 0.60 

£1,460,000 Bank of Scotland 11% Bonds 17/01/2014 1,658,205 0.29 

€1,500,000 Barclays Bank 6% Medium Term Notes 23/01/2018 1,288,752 0.22 

$2,000,000 Barclays Bank Floating Rate Subordinated Medium Term Notes 23/03/2017 1,197,067 0.21 

£1,770,000 Beazley 7.25% Floating Rate Subordinated Notes 17/10/2026 1,428,054 0.25 

£5,254,000 British Airways 7.25% Bonds 23/08/2016 5,483,600 0.96 

£1,250,000 British Telecommunications 7.5% Notes 07/12/2016 1,498,072 0.26 

£2,300,000 BUPA Finance 7.5% Senior Notes 04/07/2016 2,541,778 0.44 

£5,010,000 Cable & Wireless 8.75% Bonds 06/08/2012 5,276,682 0.92 

£8,275,000 Care UK Health & Social Care 9.75% Notes 01/08/2017 8,543,937 1.49 

£1,850,000 Centrica 7% Notes 19/09/2018 2,168,842 0.38 

£500,000 Centrica 7.12% 09/12/2013 486,757 0.08 

£1,500,000 Co-operative 5.875% Unsecured Notes 18/12/2013 1,556,548 0.27 

£1,300,000 Co-operative Banks 5.125% Medium Term Senior Notes 20/09/2017 1,238,799 0.22 

£6,600,000 Coventry Bulding Society 5.875% Notes 28/09/2022 6,289,668 1.10 

£1,875,000 Coventry Building Society 6% Senior Unsecured Notes 16/10/2019 1,884,787 0.33 

£1,581,000 Daily Mail & General Trust 5.75% Bonds 07/12/2018 1,512,543 0.26 

£800,000 Daily Mail & General Trust 6.375% Bonds 21/06/2027 685,600 0.12 

£2,770,000 Daily Mail & General Trust 7.5% Bonds 29/03/2013 2,898,666 0.51 

£3,070,000 Daily Mail & General Trust 10% Bonds 09/04/2021 3,643,322 0.64 

€3,243,750 Eco-Bat Technologies 10.125% Bonds 31/01/2013 2,787,987 0.49 

£6,228,000 F&C Finance 9% Notes 20/12/2016 6,330,314 1.10 

£4,100,000 FCE Bank 5.125% Medium Term Senior Notes 16/11/2015 3,977,000 0.69 

£6,900,000 FCE Bank 7.875% Senior European Medium Term Notes 15/02/2011 6,917,250 1.21 

£750,000 First Hydro Finance 9% Guaranteed Secured Bonds 31/07/2021 870,000 0.15 

£4,410,000 First Hydro Finance 9% Guaranteed Secured Bonds 31/07/2021 5,115,600 0.89 

£1,000,000 GKN 6.75% Bonds 28/10/2019 1,036,800 0.18 

£1,550,000 Globe Pub Issuer Variable Floating Rate Notes 26/06/2036 - - 

€350,000 Hammerson 4.875% Bonds 19/06/2015 310,027 0.05 

£1,400,000 Hammerson 5.25% Bonds 15/12/2016 1,421,242 0.25 

£1,400,000 Hammerson 6.875% Bonds 31/03/2020 1,510,064 0.26 

£9,380,000 Henderson 6.5% Bonds 02/05/2012 9,468,275 1.65 

£4,348,000 Imperial Tobacco Finance 6.875% Notes 13/06/2012 4,627,520 0.81 

£750,000 Imperial Tobacco Finance 9% Notes 17/02/2022 965,419 0.17 

$110,000 Ineos Finance 9% Notes 15/05/2015 74,737 0.01 
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£ 

Percentage of  
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% 

    

 United Kingdom debt securities (continued)   

    

 United Kingdom corporate bonds (continued)   

€3,675,000 Ineos Finance 9.25% Notes 15/05/2015 3,337,916 0.58 

£8,165,000 Infinis 9.125% Senior Notes 15/12/2014 8,614,075 1.50 

$1,800,000 Inmarsat Finance 7.375% Bonds 01/12/2017 1,207,166 0.21 

€500,000 ISS Financing 11% Senior 15/06/2014 470,204 0.08 

£1,000,000 LBG Capital (No.2) 8.5% Guaranteed Medium Term Notes 07/06/2032 877,820 0.15 

£2,105,000 LBG Capital (No.2) 9% Guaranteed Medium Term Notes 15/12/2019 1,936,600 0.34 

£1,165,000 LBG Capital (No.2) 9% Guaranteed Medium Term Notes 15/07/2029 1,112,563 0.19 

£500,000 LBG Capital (No.2) 10.5% Guaranteed Medium Term Notes 29/09/2023 494,100 0.09 

€2,800,000 LBG Capital (No.2) 15% Guaranteed Notes 21/12/2019 3,118,987 0.54 

£1,600,000 LBG Capital (No.2) 15% Guaranteed Notes 21/12/2019 2,025,760 0.35 

£750,000 LBG Capital (No.2) 15% Guaranteed Notes 22/01/2029 997,493 0.17 

£3,200,000 Legal & General Floating Rate Bonds 23/07/2041 3,898,986 0.68 

£2,850,000 Lloyds Banking Floating Rate Notes 29/04/2016 2,527,092 0.44 

£2,650,000 Lloyds TSB Bank Floating Rate Notes 29/05/2020 2,600,111 0.45 

£1,200,000 Motability Operations 6.625% Notes 10/12/2019 1,362,685 0.24 

£1,680,000 National Express 6.25% Guaranteed Senior Notes 13/01/2017 1,755,120 0.31 

£1,385,000 National Grid 6.125% European Medium Term Notes 15/04/2014 1,508,434 0.26 

€5,000,000 Nationwide Building Society Floating Rate Medium Term Notes 22/12/2016 3,866,614 0.67 

£1,550,000 Novae Floating Bonds 27/04/2017 1,418,405 0.25 

£3,580,000 Old Mutual 7.125% Medium Term Notes 19/10/2016 3,850,269 0.67 

£200,000 Portman 7.125% Bonds 10/10/2016 189,609 0.03 

£1,255,000 Prudential 3.375% Notes 28/01/2013 1,275,419 0.22 

€575,000 R&R Ice Cream 8.375% Bonds 15/11/2017 507,478 0.09 

€2,550,000 Rentokil Initial 4.625% Notes 27/03/2014 2,232,081 0.39 

£3,334,000 Rentokil Initial 5.75% Notes 31/03/2016 3,420,091 0.60 

€2,210,000 Rexam 6.75% Subordinated Floating Rate Notes 29/06/2067 1,827,373 0.32 

£2,800,000 Royal London Finance Variable Perpetual Bonds 2,142,977 0.37 

€1,700,000 Royal Bank of Scotland 4.35% Medium Term Notes 23/01/2017 1,255,727 0.22 

€2,220,000 Royal Bank of Scotland 4.875% Medium Term Notes 22/04/2015 1,805,060 0.31 

€1,000,000 Royal Bank of Scotland 6% Subordinated Notes 10/05/2013 863,632 0.15 

£4,080,000 Royal Bank of Scotland 6.375% Notes 29/04/2014 4,288,019 0.75 

£1,800,000 Royal Bank of Scotland 6.625% European Medium Term Notes 17/09/2018 1,851,268 0.32 

£9,820,000 RSA Insurance 8.5% Cumulative Step-Up Perpetual Notes 9,970,315 1.74 

£1,870,000 Scottish & Southern Energy Variable Perpetual Notes 1,806,929 0.32 

£1,000,000 Scottish & Southern Energy 5.75% Notes 05/02/2014 1,080,622 0.19 

£580,000 Spirit Issuer Floating Rate Notes 28/12/2031 394,400 0.07 

£3,331,000 Telereal Securitisation 7.098% Bonds 10/12/2033 3,374,273 0.59 

£475,000 Tesco 5% Notes 24/02/2014 508,191 0.09 

£5,850,000 Thomas Cook 7.75% Guaranteed Notes 22/06/2017 5,881,730 1.03 

£400,000 TUI Travel 6% Convertible Bonds 05/10/2014 409,416 0.07 

£1,100,000 Unilever 4% Guaranteed Medium Term Senior Notes 19/12/2014 1,163,708 0.20 

$1,100,000 Vedanta Resources 8.75% Bonds 15/01/2014 748,252 0.13 

£4,498,000 Virgin Media Secured Finance 7% Notes 15/01/2018 4,767,880 0.83 

£3,200,000 Virgin Media Secured Finance 8.875% Guaranteed Medium Term Notes 

15/10/2019 

3,632,000 0.63 

£3,590,000 William Hill 7.125% Guaranteed Bond 11/11/2016 3,715,650 0.65 

£310,000 Yorkshire Building Society 13.5% Notes 01/04/2025 356,870 0.06 
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  246,136,046 42.89 

    

 United Kingdom equities 0.12% (31 December 2009 0.1 4%)   

8,060 AstraZeneca 235,473 0.04 

42,600 BAE Systems 140,580 0.02 

9,590 GlaxoSmithKline 118,916 0.02 

36 West Bromwich Building Society Profit Participating Deferred Shares* 246,600 0.04 

  741,569 0.12 

 Overseas debt securities 43.81% (31 December 2009 4 5.26%)   

    

 Austria 0.24% (31 December 2009 0.43%)   

€1,400,000 PE Paper Escrow 11.75% Medium Term Notes 01/08/2014 1,367,556 0.24 

    

 Australia 0.87% (31 December 2009 1.25%)   

£1,500,000 QBE Insurance 6.125% Medium Term Notes 28/09/2015 1,582,440 0.28 

$1,400,000 Rio Tinto Finance 7.125% Bonds 15/07/2028 1,082,310 0.19 

£2,202,000 Stockland Finance 5.625% Medium Term Notes 25/10/2013 2,293,947 0.40 

  4,958,697 0.87 

 Belgium 0.54% (31 December 2009 0.93%)   

£1,050,000 Anheuser-Busch InBev 6.5% Guaranteed Medium Term Notes 23/06/2017 1,193,260 0.21 

£1,335,000 Anheuser-Busch InBev 9.75% Guaranteed Medium Term Notes 30/07/2024 1,894,488 0.33 

  3,087,748 0.54 

 Bermuda 0.57% (31 December 2009 0.79%)   

€2,925,000 Central European Media Enterprises 11.625% Senior Notes 15/09/2016 2,543,924 0.44 

£755,000 Fidelity International 6.75% Notes 19/10/2020 760,687 0.13 

  3,304,611 0.57 

 Canada 3.43% (31 December 2009 3.45%)   

€10,150,000 Bombardier 7.25% Senior Notes 15/11/2016 9,175,520 1.60 

$900,000 Bombardier 7.5% Bonds 15/03/2018 616,517 0.11 

$3,710,000 Sino-Forest 6.25% Bonds 21/10/2017 2,390,357 0.42 

$4,595,000 Sino-Forest 9.125% Bonds 17/08/2011 3,044,941 0.53 

$6,045,000 Sino-Forest 10.25% Senior Notes 28/07/2014 4,425,242 0.77 

  19,652,577 3.43 

 Cayman Islands 1.37% (31 December 2009 0.28%)   

€1,350,000 ERC Ireland Floating Rate Notes 15/08/2016 537,897 0.09 

$10,875,000 Sable International Finance 7.75% Senior Notes 15/02/2017 7,345,392 1.28 

  7,883,289 1.37 

 Channel Islands 1.80% (31 December 2009 1.40%)   

€5,000,000 BAA Funding 3.975% Bonds 15/02/2014 4,347,851 0.76 

€350,000 International Power 4.75% Convertible Bonds 05/06/2015 323,145 0.06 

$4,753,000 Shire 2.75% Convertible Bonds 09/05/2014 3,138,258 0.55 

$3,900,000 UBS Jersey Floating Rate Notes 18/04/2016 2,443,014 0.43 

  10,252,268 1.80 

 Czech Republic 0.11% (31 December 2009 0.00%)   

€700,000 CET 21 SPOL SRO 9% Bonds 01/11/2017 617,799 0.11 

    

 Denmark 0.69% (31 December 2009 1.87%)   

€4,251,000 TDC 5.875% Medium Term Notes 16/12/2015 3,943,040 0.69 

    

 Finland 0.14% (31 December 2009 0.55%)   

€860,000 M-Real 8.75% Senior Notes 01/04/2013 777,433 0.14 
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 Overseas debt securities (continued)   

    

 France 3.45% (31 December 2009 4.52%)   

€5,000,000 CMA CGM 5.5% Bonds 16/05/2012 4,305,744 0.75 

€3,000,000 Crown Euro 7.125% Notes 15/08/2018 2,679,844 0.47 

£5,350,000 Lafarge 6.875% Bonds 06/11/2012 5,650,499 0.99 

£410,000 Lafarge 8.75% Notes 30/05/2017 472,345 0.08 

€5,841,854 Rhodia Floating Rate Bonds 15/10/2013 4,980,649 0.87 

$1,000,000 Rhodia 6.875% Bonds 15/09/2020 647,495 0.11 

€1,160,000 Rhodia 7% Bonds 15/05/2018 1,043,651 0.18 

  19,780,227 3.45 

 Germany 3.74% (31 December 2009 7.43%)   

€2,000,000 Cognis 9.5% Bonds 15/05/2014 1,775,852 0.31 

€1,500,000 HeidelbergCement 8.5% Guaranteed Bonds 31/10/2019 1,412,181 0.25 

€750,000 HeidelbergCement 6.75% European Medium Term Notes 15/12/2015 671,568 0.12 

£2,500,000 Kreditanst Fur Wie 0.787% Medium Term Notes 15/02/2013 2,498,693 0.44 

€2,520,000 SGL Carbon Floating Rate Senior Notes 16/05/2015 2,018,944 0.35 

€400,000 TUI 2.75% Convertible Bonds 01/09/2012 329,036 0.06 

€10,575,000 UPC Germany GmbH 8.125% Senior Secured Notes 01/12/2017 9,593,697 1.67 

€4,000,000 Versatel Floating Rate Notes 15/06/2014 3,097,565 0.54 

  21,397,536 3.74 

 Ireland 3.38% (31 December 2009 2.54%)   

£1,365,000 Allied Irish Banks 11.5% Bonds 29/03/2022 353,684 0.06 

£2,117,000 Allied Irish Banks 12.5% Medium Term Notes 25/06/2019 559,104 0.10 

€5,410,000 Ardagh Glass Finance 9.25% Notes 01/07/2016 5,029,667 0.88 

€4,000,000 Ardagh Packaging Finance 7.375% Senior Notes 15/10/2017 3,453,164 0.60 

£1,109,000 GE Capital UK Funding 4.75% European Medium Term Notes 15/06/2011 1,123,783 0.20 

£5,102,000 GE Capital UK Funding 5.5% Medium Term Notes 01/04/2011 5,147,780 0.90 

€4,100,000 Smurfit Kappa Acquisition 7.25% Bonds 15/11/2017 3,653,671 0.64 

  19,320,853 3.38 

 Luxembourg 4.70% (31 December 2009 2.24%)   

€2,130,000 Convatec Healthcare 10.875% Senior Notes 15/12/2018 1,830,628 0.32 

€2,477,000 Lecta Floating Rate Notes 15/02/2014 1,989,800 0.35 

€2,250,000 Oxea Finance & Cy 9.625% Notes 15/07/2017 2,140,019 0.37 

€9,100,000 Prologis European Properties 5.875% Notes 23/10/2014 8,109,366 1.41 

CHF2,000,000 Sunrise Communications 7% Senior Secured Notes 31/12/2017 1,432,152 0.25 

€3,370,000 Sunrise Communications 7% Senior Secured Notes 31/12/2017 3,017,577 0.53 

€2,250,000 TMD Friction Finance 10.75% Notes 15/05/2017 1,964,094 0.34 

€6,000,000 Wind Acquisition Finance 7.375% Bonds 15/02/2018 5,154,040 0.90 

€1,400,000 Wind Acquisition Finance 11.75% Floating Rate Notes 15/07/2017 1,331,568 0.23 

  26,969,244 4.70 

 Mexico 1.40% (31 December 2009 2.34%)   

$1,480,000 Cemex UK 6.196% Perpetual Unsecured Loan Stock 659,695 0.12 

£6,300,000 Petroleos Mexicanos 8.25% Bonds 02/06/2022 7,347,173 1.28 

  8,006,868 1.40 

 Netherlands 7.32% (31 December 2009 6.01%)   

$13,700,000 ABN Amro Bank Floating Rate Medium Term Notes 17/01/2017 7,396,346 1.29 

€10,373,170 Boats Investments 11% European Medium Term Notes 31/03/2017 7,644,026 1.33 

£2,100,000 Cable & Wireless International Finance 8.625% Bonds 25/03/2019 2,168,250 0.38 
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 Overseas debt securities (continued)   

    

 Netherlands (continued)   

€700,000 Cemex Finance Europe 4.75% Guaranteed Notes 05/03/2014 494,839 0.09 

€1,200,000 Conti Gummi Finance 6.5% Guaranteed Notes 15/01/2016 1,048,802 0.18 

€1,250,000 Conti Gummi Finance 8.5% Guaranteed Notes 15/07/2015 1,159,445 0.20 

£1,770,000 Heineken 7.25% Bonds 10/03/2015 1,997,434 0.35 

€14,010,000 Impress Metal Packaging Floating Rate Notes 15/09/2013 11,914,638 2.08 

£1,110,000 Linde Finance Fixed to Floating Rate Subordinated Bonds 14/07/2066 1,250,322 0.22 

€5,300,000 New World Resources 7.875% Notes 01/05/2018 4,678,078 0.82 

€189,000 NXP 10% Senior Secured Notes 15/07/2013 180,774 0.03 

€1,500,000 Phoenix PIB Finance 9.625% Bonds 15/07/2014 1,391,334 0.24 

€400,000 Ziggo Bond 8% Notes 15/05/2018 353,885 0.06 

€350,000 Ziggo Finance 6.125% Bonds 15/11/2017 297,653 0.05 

  41,975,826 7.32 

 Norway 0.47% (31 December 2009 0.89%)   

$4,233,988 DDI 9.3% Bonds 19/01/2012 2,677,258 0.47 

    

 Russia 0.11% (31 December 2009 0.35%)   

$1,000,000 Novorossiysk Morskoe Parakhostvo 7% Bonds 17/05/2012 657,874 0.11 

    

 Singapore 0.14% (31 December 2009 0.00%)   

$1,125,000 Stats Chippac 7.5% Notes 12/08/2015 774,649 0.14 

    

 South Africa 0.24% (31 December 2009 0.09%)   

€1,900,000 Edcon Floating Rate Notes 15/06/2014 1,367,556 0.24 

    

 Sweden 1.20% (31 December 2009 2.05%)   

€2,741,337 Corral Petroleum Holdings 2% Notes 18/09/2011 2,214,641 0.39 

£3,850,000 Skandinaviska Enskilda Banken 6.625% Senior Term Senior Notes 09/07/2014 4,231,319 0.74 

€500,000 Stena 7.875% Notes 15/03/2020 432,717 0.07 

  6,878,677 1.20 

 Switzerland  0.40% (31 December 2009 0.00%)   

£2,300,000 UBS AG London Branch 1.41% Floating Rate Notes 28/09/2012 2,296,182 0.40 

    

 United States of America 7.50% (31 December 2009 5. 85%)   

£500,000 American Express Credit 5.375% Medium Term Senior Notes 01/10/2014 522,692 0.09 

£6,050,000 Bank of America Floating Rate Notes 11/06/2012 5,897,365 1.03 

£3,700,000 Bear Stearns 4.625% Notes 26/01/2011 3,705,395 0.64 

£6,803,000 Bear Stearns 4.75% Notes 07/12/2012 7,093,440 1.24 

£700,000 Bear Stearns 5.375% Notes 18/10/2013 749,991 0.13 

$1,960,000 Chesapeake Energy 7.625% Notes 15/07/2013 1,356,721 0.24 

£9,235,000 Citigroup Floating Rate Notes 16/01/2012 9,070,257 1.58 

€340,000 Fresenius Finance 8.75% Bonds 15/07/2015 337,947 0.06 

€900,000 Iron Mountain 6.75% Senior Bonds 15/10/2018 771,178 0.13 

€3,964,740 LBI Escrow 8% Bonds 01/11/2017 3,677,518 0.64 

$2,737,000 LBI Escrow 8% Bonds 01/11/2017 1,933,897 0.34 

£2,000,000 Merrill Lynch European 0.92% Medium Term Notes 21/02/2012 1,956,390 0.34 

£1,500,000 Metropolitan Life Global Funding I 4.625% Bonds 27/01/2011 1,501,856 0.26 
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 Overseas debt securities (continued)   

    

 United States of America (continued)   

€5,110,000 Owens-Brockway Glass 6.75% Senior Notes 01/12/2014 4,455,203 0.78 

  43,029,850 7.50 

 Overseas equities 0.27% (31 December 2009 0.00%)   

    

 Luxembourg 0.27% (31 December 2009 0.00%)   

123,324 Largo Reedemable A Shares* 150,054 0.03 

1,109,920 Largo Reedemable B Shares* 1,350,493 0.24 

  1,500,547 0.27 

 Derivatives (0.59)% (31 December 2009 0.97%)   

    

 Credit default swaps 0.36% (31 December 2009 0.10%)    

€1,880,000 CDI - iTraxx Europe Crossover Series 7 Index 2.3% 20/06/2012 8,518 - 

€2,820,000 CDI - iTraxx Europe Crossover Series 7 Index 2.3% 20/06/2012 12,777 - 

€4,000,000 CDS - International Power 1% 20/12/2011 26,428 - 

€1,000,000 CDS - Allied Irish Bank 3.7% 20/09/2013 421,979 0.07 

€2,000,000 CDS - Allied Irish Bank 5% 22/09/2014 1,003,571 0.18 

€1,000,000 CDS - Allied Irish Bank 7.5% 22/09/2014 461,551 0.08 

€(2,000,000) CDS - Alliance & Leicester 3%  20/06/2013 (38,556) (0.01) 

€7,000,000 CDS - Anheuser-Busch InBev 1%  20/06/2013 53,571 0.01 

€2,000,000 CDS - Anglo American 1% 20/12/2011 13,496 - 

€(1,000,000) CDS - Aviva 2.85% 20/12/2013 (28,882) (0.01) 

€(2,000,000) CDS - British Airways 5% 20/12/2011 (75,947) (0.01) 

£1,500,000 CDS - British Energy Bond Finance 1.5% 20/06/2012 27,389 - 

€1,000,000 CDS - British Energy Bond Finance 2.95% 20/12/2012 44,797 0.01 

 $(1,000,000)  CDS - Bombardier 2.05%  20/03/2013 (13,616) - 

€3,000,000 CDS - Bond Conti-Gummi Finance 5% 20/09/2012 158,040 0.03 

€2,000,000 CDS - Bond Conti-Gummi Finance 5% 20/12/2013 135,978 0.02 

€2,000,000 CDS - Bond Smurfit Kappa 2.2% 20/12/2012 38,397 0.01 

€1,000,000 CDS - Bond Smurfit Kappa 5% 20/12/2014 94,748 0.02 

€5,000,000 CDS - BP 1% 20/06/2011 18,428 - 

€9,000,000 CDS - BP 1% 20/06/2012 81,806 0.01 

€2,000,000 CDS - British Telecommunications 0.455% 20/06/2014 11,449 - 

$3,000,000 CDS - Cheasapeake Energy 2.3% 20/09/2012 38,372 0.01 

€(2,000,000) CDS - Cognis 7.15% 20/06/2012 (183,121) (0.03) 

$7,000,000 CDS - Emirate Abu Dhabi 1% 20/03/2015 34,145 0.01 

€1,000,000 CDS - ERC Ireland 6.6% 20/12/2011 193,039 0.03 

€3,000,000 CDS - F-FCE Bank 5% 20/03/2012 120,807 0.02 

€(2,000,000) CDS - F-FCE Bank 5% 20/12/2015 (191,822) (0.03) 

 $(8,000,000)  CDS - France (Govt. of) 0.25% 21/12/2015 (192,116) (0.03) 

$3,000,000 CDS - General Electric 1% 20/03/2012 10,589 - 

$6,000,000 CDS - General Electric 1% 20/09/2012 18,304 - 

$2,000,000 CDS - General Electric 1% 20/03/2013 5,105 - 

 $(2,000,000)  CDS - Hellenic Republic 1% 20/06/2011 (49,757) (0.01) 

$2,000,000 CDS - Hellenic Republic 1% 20/06/2011 49,757 0.01 

€3,000,000 CDS - Legal and General 1% 20/12/2011 8,544 - 

€(2,000,000) CDS - Messa 2.29% 20/12/2010 - - 
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 Derivatives (continued)   

    

 Credit default swaps (continued)   

€2,000,000 CDS - Old Mutual 1% 20/12/2011 (180) - 

€(2,000,000) CDS - Old Mutual 1% 20/03/2015 (37,253) (0.01) 

€2,000,000 CDS - Rentokil 1% 22/09/2014 4,387 - 

$3,000,000 CDS - Reynolds 1% 20/06/2011 7,329 - 

€(1,000,000) CDS - Rhodia 5% 20/12/2013 (85,135) (0.01) 

€(1,000,000) CDS - Rhodia 8.5% 20/12/2013 (172,597) (0.03) 

$3,000,000 CDS - Rio Tinto 2.1% 20/06/2012 47,465 0.01 

€2,000,000 CDS - UBS 2.05% 20/03/2012 35,406 0.01 

€(5,000,000) CDS - Vedanta Resources 5% 20/03/2013 (14,461) - 

€(2,000,000) CDS - Vedanta Resources 5% 20/06/2013 (10,483) - 

€2,000,000 CDS - Virgin Media 5% 20/09/2013 135,161 0.02 

€(1,000,000) CDS - Virgin Media 7.85% 20/12/2013 (138,757) (0.02) 

  2,088,650 0.36 

 Forward currency hedges (0.97)% (31 December 2009 0 .69%)   

£36,338,643 Buy Sterling 28/01/2011,Sell US Dollars 56,350,000 42,683 0.01 

$5,400,000 Buy US Dollars 28/01/2011,Sell Sterling 3,444,317 33,912 0.01 

£95,406,159 Buy Sterling 21/01/2011,Sell Euro 114,381,000 (3,199,413) (0.56) 

£73,932,674 Buy Sterling 18/02/2011,Sell Euro 88,038,000 (1,975,080) (0.34) 

£1,306,452 Buy Sterling 18/03/2011,Sell Swiss Franc 2,025,000 (89,741) (0.02) 

£13,746,723 Buy Sterling 25/03/2011,Sell US Dollars 21,932,000 (386,342) (0.07) 

  (5,573,981) (0.97) 

 Futures 0.02% (31 December 2009 0.18%)   

                (30) Euro BOBL Futures March 2011 3,888 - 

              (263) Long Gilt Futures March 2011 65,260 0.01 

                (20) Medium Gilt Futures March 2011 26,800 - 

               (38) US 5 Year Treasury Note Future March 2011 49,716 0.01 

  145,664 0.02 

    

    

 Net investment assets 530,526,211 92.52 

    

 Net other assets 42,892,674 7.48 

    

 Net assets attributable to shareholders 573,418,885 100.00 

    

* Delisted security. 

At 31 December 2010, 45.25% of the debt securities of £531,623,762 were rated below investment grade (31 December 2009: 42.30%) and 
16.06% were unrated (31 December 2009: 9.73%). 
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Statement of total return 
for the year ended 31 December 2010    

  Year ended  
31.12.10 

Year ended  
31.12.09 

 Note £’000 £’000 £’000 £’000 

      

Income      

Net capital gains 2  10,943  39,015 

Revenue 3 28,292  15,062  

Expenses 4 (3,820)  (1,723)  

Finance costs: Interest 6 (6)  (102)  

      

Net revenue before taxation  24,466  13,237  

      

Taxation 5 (3)  -  

      

Net revenue after taxation   24,463  13,237 

      

Total return before distributions   35,406  52,252 

      

Finance costs: Distributions 6  (27,901)  (14,797) 

      

Change in net assets attributable to shareholders f rom investment activities   7,505  37,455 

 

Statement of change in net assets attributable to shareholders 
for the year ended 31 December 2010    

  Year ended  
31.12.10 

Year ended  
31.12.09 

  £’000 £’000 £’000 £’000 

      

Opening net assets attributable to shareholders   315,200  148,367 

      

Amounts receivable on issue of shares  289,905  151,402  

Less: Amounts payable on cancellation of shares  (44,350)  (24,816)  

   245,555  126,586 

      

Stamp duty reserve tax   (12)  - 

      

Change in net assets attributable to shareholders from investment activities (see above)  7,505  37,455 

      

Retained distribution on accumulation shares   5,171  2,792 

      

Closing net assets attributable to shareholders   573,419  315,200 

      

The notes on pages 167 to 174 form an integral part of these financial statements.      
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Balance sheet 
as at 31 December 2010    

  31.12.10 31.12.09 

 Note  £’000  £’000 

      

ASSETS      

Investment assets   537,409  300,408 

      

Debtors 7  12,721  9,577 

Cash and bank balances 8  45,161  14,383 

Total other assets   57,882  23,960 

Total assets   595,291  324,368 

      

LIABILITIES      

Investment liabilities   6,883  916 

      

Creditors 9  3,743  1,930 

Bank overdraft   -  48 

Distribution payable on income shares   11,246  6,274 

Total other liabilities   14,989  8,252 

Total liabilities   21,872  9,168 

      

Net assets attributable to shareholders   573,419  315,200 

      

The notes on pages 167 to 174 form an integral part of these financial statements.      
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Notes to the financial statements 

1.  Accounting policies 
 

The applicable accounting policies adopted by the Strategic Bond Fund are included in the notes to the aggregated financial statements. 

 

2.  Net capital gains 
 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

Non-derivative securities*   8,774  31,773 

Currency gains from other capital items   2,666  279 

Derivative securities   150  787 

Forward currency contracts   (647)  6,176 

      

Total   10,943  39,015 

      

*The effective yield method of accounting for income from fixed income securities may in some circumstances result in adjusting net capital 
gains or losses as a result of revised cash flow expectations. These adjustments are a requirement of FRS26 application guidance 8 (AG8).  

 

3.  Revenue 
 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

UK bond interest   14,504  6,861 

Overseas bond interest   13,352  8,106 

Net interest from credit default swaps   324  - 

Bank interest   98  80 

UK dividends   14  1 

Interest on margin deposits   -  14 

      

Total   28,292  15,062 
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4.  Expenses 
 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

Payable to the ACD      

ACD fee   3,383  1,527 

      

Payable to the Depositary or associate of the Depos itary      

Depositary fees   55  33 

Safe custody fees   33  7 

Total payable to the Depositary or associate of the  Depositary   88   40 

      

Payable to other related parties and third parties      

Transfer agency fees   213  100 

Administration fees*   107  50 

Registration fees   14  23 

Audit fee   10  11 

Other expenses   5  1 

VAT recovered   -  (29) 

Total payable to other related parties and third pa rties   349  156 

      

Total   3,820  1,723 

* Previously shown under “Payable to the Depositary or associate of the Depositary”. 

Expenses include VAT, where applicable.      
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5.  Taxation 
 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

(a) Analysis of tax charge      

Corporation tax at 20%   -  - 

Overseas tax   3  - 

      

Current tax charge (see note 5(b))   3  - 

      

(b) Factors affecting current tax charge      

Net revenue before taxation   24,466  13,237 

      

Corporation tax at 20% (2009: 20%)   4,893  2,647 

Effects of:      

      

Franked investment income not taxable   (3)  - 

Overseas tax   3  - 

Excess expenses not utilised   690  312 

Interest distributions deductible for tax purposes   (5,580)  (2,959) 

      

Current tax charge (see note 5(a))   3  - 

      

(c) At 31 December 2010 there is a potential deferred tax asset of £1,574,364 (31 December 2009: £884,578) in relation to surplus 

management expenses. 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 current or prior year. 
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6.  Finance costs 
The distributions take account of revenue received on the creation of shares and revenue deducted on the cancellation of shares, and comprise: 

  Year ended  
31.12.10 

£’000 

Year ended  
31.12.09 

£’000 

      

Interim   13,712  6,824 

Final   17,312  9,699 

   31,024  16,523 

      

Add: Revenue deducted on cancellation of shares   568  372 

Deduct: Revenue received on creation of shares   (3,691)  (2,098) 

      

Distributions   27,901  14,797 

      

Net interest paid on credit default swaps   -  101 

Bank and margin deposit interest   6  1 

Total interest   6  102 

      

Total finance costs   27,907  14,899 

      

Movement between distributions and net revenue      

      

Distributions   27,901  14,797 

      

Less: ACD fee charged to capital   (3,383)  (1,527) 

Less: Depositary fee charged to capital   (55)  (33) 

      

Net revenue after taxation   24,463  13,237 

      

Details of the distributions are set out on page 175 and 176.      

 

7.  Debtors 
 

  31.12.10 
£’000 

31.12.09 
£’000 

      

Accrued revenue   9,902  5,646 

Amounts receivable on creation of shares   2,819  3,931 

      

Total   12,721  9,577 

 

8.  Cash and bank balances 
 

  31.12.10 
£’000 

31.12.09 
£’000 

      

Cash and bank balances   44,541  14,346 

Amounts held at futures clearing houses   620  37 

      

Total   45,161  14,383 

 

 



Cazenove Strategic Bond Fund  Year ended 31 December 2010 

 171 

9.  Creditors 
 

  31.12.10 
£’000 

31.12.09 
£’000 

      

Income tax payable   3,133  1,667 

Accrued expenses   489  254 

Amounts payable on cancellation of shares   121  9 

      

Total   3,743  1,930 

 

10.  Contingent liabilities  
 

As at 31 December 2010, the Fund had no contingent liabilities (31 December 2009: £nil). 

 

11.  Portfolio transaction costs 
 

Given the nature of the investments held, no transaction costs were incurred on the Fund’s gross purchases of £408,870,152 or gross sales of 

£181,894,597 during the year to 31 December 2010, or during the comparative year ended 31 December 2009. 

 

 
 

 

 
 

 

12.  Shareholders’ funds 
 

During the year the Fund had 3 share classes; A, B and X. 

The ACD fee on each share class is as follows: 

Share Class A: 0.75% 

Share Class B: 1.00% 

Share Class X: 0.50% 

The net asset value of each share class, the net asset value per share, and the number of shares in each class are given on page 156. The 

distribution per share class is given in the distribution tables on page 175 and 176. 

All share classes have the same rights on winding up. 

 

13.  Derivatives and other financial instruments 
 

The narrative disclosures required under FRS 13 are included in note 13 of the aggregated financial statements. 

The main risks arising from the Fund’s financial instruments are correlation, credit, foreign exchange, interest rate, legal, leveraged, liquidity and 

market price risks. The ACD’s policies for dealing with these risks are summarised in note 13 of the aggregated financial statements and have 

been applied throughout the year. 
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13.  Derivatives and other financial instruments (continued) 
 

Value at Risk (VaR) 

The Fund is monitored on a daily basis using an outsourced risk measurement service provided by J.P. Morgan Investment Analytics and 

Consulting.  

The J.P. Morgan Investment Analytics and Consulting uses risk manager software from Risk Metrics in order to calculate the VaR (one-month 

projection period and 99% confidence level). In addition, a number of stress tests are carried out daily which examine how the portfolio might 

react to moves in a number of factors such as yield curves and credit spreads. 

VaR is calculated daily based on the previous day's closing positions. It should be noted that, given the dynamic nature of the portfolio's 

construction, the VaR is likely to vary considerably over time. As such, the VaR at any point in time should not be relied upon to gauge the 

average level of risk taken during the accounting period, or the likely level of risk in the future. It should also be noted that, all other things being 

equal, the VaR will be driven by the prevailing level of volatility in the market. 

Also the VaR estimated by the model may underestimate (overestimate) the risk facing the portfolio during the projection period if volatility 

increases (decreases) materially after the measurement point. It is important to note that if and when actual portfolio losses exceed the levels 

implied by the VaR model, they may do so by a substantial margin. 

Some limitations of VaR analysis are: 

• the models are based on historical data and cannot take account of the fact that future market price movements, correlations 

between markets and levels of market liquidity in conditions of market stress may bear no relation to historical patterns; 

• the market price risk information is a relative estimate of risk rather than a precise and accurate number; 

• the market price information represents a hypothetical outcome and is not intended to be predictive (in the case of probability-

based methods, such as VaR, actual profits and losses are almost certain to exceed the reported amount with a frequency 

depending on the confidence interval chosen); and 

• future market conditions could vary significantly from those experienced in the past. 

At 31 December 2010, the estimated VaR (one-month, 99%) was 0.80% (31 December 2009: 0.89%) of net asset value. 
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13.  Derivatives and other financial instruments (continued) 
 

(a) Currency exposure 

A proportion of the net assets of the Fund are denominated in currencies other than Sterling, with the effect that the balance sheet and total 

return can be affected by currency movements. 

Currency  Monetary  
exposures  

£’000 

Non-monetary  
exposures  

£’000 

Total  
 

£’000 

The net currency assets at 31 December 2010 were: 

Euro    (168,100)  166,382  (1,718) 

Sterling    251,136  324,488  575,624 

Swiss franc    (1,376)  1,432  56 

US dollar    (44,341)  43,798  (543) 

Total    37,319  536,100  573,419 

         

The net currency assets at 31 December 2009 were: 

Euro    (93,924)  93,438  (486) 

Sterling    144,044  171,595  315,639 

US dollar    (32,230)  32,277  47 

Total    17,890  297,310  315,200 

         

(b) Interest rate risk profile of financial assets and liabilities 

Currency Floating rate  
 financial assets*  

£’000 

Fixed rate  
financial assets  

£’000 

Financial assets not  
carrying interest  

£’000 

Total market  
value  
£’000 

The interest rate risk profile of the Fund’s financial assets as at 31 December 2010 was: 

Euro  35,449  131,187  (168,354)  (1,718) 

Sterling  78,267  284,877  227,469  590,613 

Swiss franc  -  1,432  (1,376)  56 

US dollar  4,858  40,715  (46,116)  (543) 

Total  118,574  458,211  11,623  588,408 

         

The interest rate risk profile of the Fund’s financial assets as at 31 December 2009 was: 

Euro  50,428  45,241  (96,107)  (438) 

Sterling  31,067  151,622  141,154  323,843 

US dollar  17,425  14,895  (32,273)  47 

Total  98,920  211,758  12,774  323,452 

         

*The floating rate financial assets include bank deposits that earned interest at variable rates. 

 

Currency  Floating rate  
 financial liabilities*  

£’000 

Financial liabilities 
not carrying interest  

£’000 

Total market  
value  
£’000 

The interest rate risk profile of the Fund’s financial liabilities as at 31 December 2010 was: 

Sterling    -  14,989  14,989 

Total    -  14,989  14,989 

         

The interest rate risk profile of the Fund’s financial liabilities as at 31 December 2009 was: 

Euro    48  -  48 

Sterling    -  8,204  8,204 

Total    48  8,204  8,252 

         

*The floating rate financial liabilities include bank overdrafts that bore interest at variable rates. 
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13.  Derivatives and other financial instruments (continued) 
 

The following table represents the weighted average interest rate on the market value of the Fund and the weighted average period for which the 

rate is fixed for fixed rate investments and will not necessarily reflect the yield of the Fund. 

 Weighted average  
interest rate  

% 

Weighted average  
period for which rate is fixed 

As at 31 December 2010:     

Euro     

Bonds  6.20  6.19 years 

     

Sterling     

Bonds  4.81  5.31 years 

Perpetual bonds  7.74  Undated 

     

US dollar     

Bonds  5.50  4.80 years 

Perpetual bonds  6.20  Undated 

     

As at 31 December 2009:     

Euro     

Bonds  7.72  7.35 years 

     

Sterling     

Bonds  6.60  7.32 years 

Perpetual bonds  8.03  Undated 

     

US dollar     

Bonds  6.80  4.16 years 

Perpetual bonds  9.08  Undated 

     

(c) Fair value of financial assets and financial li abilities 

There is no material difference between the value of the financial assets and liabilities, as shown in the balance sheet, and their fair value. The 

market value of investments is taken to equal ‘fair value’ for the purposes of FRS 13. Given the activities of the Fund, none of the investments 

held fall within the definition of ‘investments held for trading’ as set out in FRS 13. 

The base currency of the Fund is Sterling. For the purpose of disclosures required by FRS 13, this is taken to be the ‘functional currency’ of the 

Fund. 

The borrowing facilities available to the Fund as at 31 December 2010 comprise a bank overdraft facility of 10% of the value of the Fund. 

The Fund has an agreed overdraft facility with J.P. Morgan at 1% above the Investor Services overdraft rate. There was no borrowing at the 

balance sheet date. 

 

14.  Related parties 
 

The Fund’s ACD is related to the Fund as defined by FRS 8 ‘Related Party Disclosures’ and is named on page 178. Fees received by the ACD 

are disclosed in note 4 of the financial statements. By virtue of the regulations governing authorised funds, the ACD is party to every transaction 

in respect of shares of the Fund, which are summarised in the Statement of change in net assets attributable to shareholders. Balances 

outstanding at the year end for these transactions are as follows: 

  31.12.10 
£’000 

31.12.09 
£’000 

      

ACD fee   362  184 

Amounts payable on cancellation of shares   121  9 

Amounts receivable on creation of shares   (2,819)  (3,931) 

Total receivable from the ACD or associate of the A CD   (2,336)  (3,738) 

 



Cazenove Strategic Bond Fund  Year ended 31 December 2010 

 175 

Distribution tables 
for the year ended 31 December 2010 

Final distribution 
Group 1 – Shares purchased on or before 30 June 2010 
Group 2 – Shares purchased on 1 July 2010 to 31 December 2010 

Interest distribution  
Gross  

revenue  
p 

Income tax  
deducted at  

20% 
p 

 
Net revenue  

 distributable  
p 

 
 

Equalisation*  
p 

Payable  
28.02.11 

total  
p 

Paid  
28.02.10 

total  
p 

A Income  

Group 1 3.0262292 0.6052458 2.4209834 - 2.4209834 2.4256152 

Group 2 1.4898401 0.2979680 1.1918721 1.2291113 2.4209834 2.4256152 

A Accumulation       

Group 1 3.8049243 0.7609848 3.0439395 - 3.0439395 2.8908747 

Group 2 2.0424170 0.4084834 1.6339336 1.4100059 3.0439395 2.8908747 

B Income       

Group 1 3.0020700 0.6004140 2.4016560 - 2.4016560 2.4177379 

Group 2 1.2289331 0.2457866 0.9831465 1.4185095 2.4016560 2.4177379 

B Accumulation       

Group 1 3.7922195 0.7584439 3.0337756 - 3.0337756 2.9257983 

Group 2 1.7361318 0.3472263 1.3889055 1.6448701 3.0337756 2.9257983 

X Income       

Group 1 3.0606915 0.6121383 2.4485532 - 2.4485532 2.4525424 

Group 2 1.3937850 0.2787570 1.1150280 1.3335252 2.4485532 2.4525424 

X Accumulation       

Group 1 3.8471572 0.7694314 3.0777258 - 3.0777258 2.9332199 

Group 2 1.8235167 0.3647033 1.4588134 1.6189124 3.0777258 2.9332199 
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Distribution tables (continued) 
for the year ended 31 December 2010 

Interim distribution 
Group 1 – Shares purchased on or before 31 December 2009 
Group 2 – Shares purchased on 1 January 2010 to 30 June 2010 

Interest distribution  
Gross  

revenue  
p 

Income tax  
deducted at  

20% 
p 

 
Net revenue  

 distributable  
p 

 
 

Equalisation*  
p 

Paid  
31.08.10 

total  
p 

Paid  
31.08.09 

total  
p 

A Income  

Group 1 2.9072208 0.5814441 2.3257767 - 2.3257767 2.3389254 

Group 2 1.3769820 0.2753964 1.1015856 1.2241911 2.3257767 2.3389254 

A Accumulation       

Group 1 3.5570096 0.7114019 2.8456077 - 2.8456077 2.7116708 

Group 2 1.6308623 0.3261724 1.3046899 1.5409178 2.8456077 2.7116708 

B Income       

Group 1 2.8875270 0.5775054 2.3100216 - 2.3100216 2.3333091 

Group 2 1.6321360 0.3264272 1.3057088 1.0043128 2.3100216 2.3333091 

B Accumulation       

Group 1 3.5656782 0.7131356 2.8525426 - 2.8525426 2.7301458 

Group 2 1.4189418 0.2837883 1.1351535 1.7173891 2.8525426 2.7301458 

X Income       

Group 1 2.9531185 0.5906237 2.3624948 - 2.3624948 2.3605853 

Group 2 1.3046191 0.2609238 1.0436953 1.3187995 2.3624948 2.3605853 

X Accumulation       

Group 1 3.6068881 0.7213776 2.8855105 - 2.8855105 2.7509470 

Group 2 1.7710262 0.3542052 1.4168210 1.4686895 2.8855105 2.7509470 

  

* Equalisation 
Equalisation applies only to shares purchased during the current 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 a capital repayment, 

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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Regulatory information and risk warnings 
The contents of the Authorised Corporate Director’s report are based upon sources of information believed to be reliable, however, save to the 

extent required by applicable law or regulations, no guarantee, warranty or representation (express or implied) is given as to its accuracy or 

completeness and Cazenove Investment Fund Management Limited, its directors, officers and employees do not accept any liability or responsibility 

in respect of the information or any recommendations expressed herein which, moreover, are subject to change without notice.  

Nothing in this document should be deemed to constitute the provision of financial, investment or other professional advice in any way. Past 

performance is not a guide to future performance. The value of investments and the revenue from them can go down as well as up and an investor 

may not get back the amount invested and may be affected by fluctuations in exchange rates. The levels and bases of, and reliefs from, taxation 

may change. You should obtain professional advice on taxation where appropriate before proceeding with any investment. You should be aware 

that investments in higher yielding bonds issued by borrowers with lower credit ratings may result in a greater risk of default and have a negative 

impact on revenue and capital value. Revenue payments may constitute a return of capital in whole or in part. Revenue may be achieved by 

foregoing future capital growth. You should be aware of the additional risks associated with investment in emerging and developing markets.  

Cazenove Investment Fund Management Limited can only promote its own products and services. 

 

Stamp duty reserve tax 
The redemption of shares by a shareholder may result in CIFCo incurring a liability for stamp duty reserve tax (“SDRT”). The SDRT liability (if any) 

will be determined by reference to the nature of the relevant sub-fund’s underlying investments and by the number of shares issued in the relevant 

sub-fund during the week in which the redemption occurs and in the following week.  

The Authorised Corporate Director (“ACD”) will, as permitted by the COLL and the Regulations, pay any liability for SDRT out of the capital property 

of the relevant sub-fund. The maximum amount of SDRT which will be due is 0.5% of the value of the shares redeemed. 

The ACD may also, where it believes that it is in the overall best interests of shareholders to do so, impose an SDRT provision on large deals. The 

imposition of an SDRT provision will have the effect of increasing the cost of buying shares or reducing the proceeds on selling shares. The ACD 

does not at present intend to charge an SDRT provision on other transactions.  

The amount of the SDRT provision will not exceed 0.5% of the value of the transaction before the imposition of the provision. If the ACD receives an 

SDRT provision in respect of any share bought or sold it shall, forthwith upon receipt of that SDRT provision, pay it to the Depositary to become part 

of the Company property. 
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Other information 
 

Prospectus 

The Prospectus for the Company has been prepared and is available from the ACD on request. 

 
The Company 

Cazenove Investment Fund Company 

12 Moorgate, London EC2R 6DA. 

 
Authorised Corporate Director  

Cazenove Investment Fund Management Limited 

Registered office: 12 Moorgate, London EC2R 6DA. 

The ACD is authorised and regulated by the Financial Services Authority. 

 
Directors of Cazenove Investment Fund Management Li mited 

A J S Ross (Chairman) 

R Jeffrey 

R Minter-Kemp 

C Sims 

J W J Turnbull 

 
Depositary 

J.P. Morgan Trustee and Depositary Company Limited  

Chaseside, Bournemouth BH7 7DA. 

The Depositary is authorised and regulated by the Financial Services Authority.  

 
Independent Auditors 

PricewaterhouseCoopers LLP 

Hay’s Galleria, 1 Hay’s Lane, London SE1 2RD. 

 
Registrar 

J.P. Morgan Europe Limited  

Finsbury Dials, 20 Finsbury Street 

London EC2Y 9AQ. 

The Registrar is authorised and regulated by the Financial Services Authority. 

 

Prior to 29 November 2010, the registrar was 

The Bank of New York Mellon (International) Limited 

12 Blenheim Place, Edinburgh EH7 5JH. 

 
Administrator  

J.P. Morgan Europe Limited  

3 Lochside View, Edinburgh Park, Edinburgh EH12 9DH. 

The Administrator is authorised and regulated by the Financial Services Authority.  

 
For more information  

Please telephone the Business Development Department at Cazenove Investment Fund Management Limited, on 020 3479 1000, or access the 

website at www.cazenovecapital.com. 
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