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Trust Facts

Trust Objective

Financial Data

Launch date: 1926

To provide growth in income and capital
to achieve a long term total return greater
than the benchmark FTSE All-Share Index,
through investment primarily in UK
securities. The Company’s policy is to
invest in a broad spread of securities with
typically the majority of the portfolio
selected from the constituents of the
FTSE 350 Index.

Total Assets (£m)
Share price (p)
NAV (p) (ex income, debt at mkt)
Premium/(Discount), Ex income (%)
NAV (p) (cum income, debt at mkt)
Premium/(Discount), Cum income (%)
Historic net yield (%)

Top Ten Equity Holdings (%)1

Dividend History

HSBC Holdings Plc
Royal Dutch Shell Plc
GlaxoSmithKline Plc
BP Plc
Grafton Group Plc
Barclays Plc
SIG Plc
Royal Bank of Scotland Plc
WM Morrison Supermarkets Plc
Citigroup Inc
Total

Type
2nd interim
1st interim
Final
3rd interim

Wind-up date: None
Year end:
31 December
Dividends paid:
Quarterly in March, June,
September and December

998.1
1319.0
1356.4
-2.8
1376.9
-4.2
3.1

AGM:
March
Benchmark:
FTSE All-Share
ISA status:
May be held in an ISA
Capital Structure:
Share class No. in issue
Ordinary
66,872,765

Sedol
0882532

Debt:
9.875% Debenture Stock 2017 £25m
5.50% Debenture Stock 2021 £38m
4.05% Private Placement Loan 2028
£50m
2.99% Private Placement Loan 2047
£25m
Charges:
Ongoing charge: 0.51% (31.12.16)
Includes a management fee of 0.35%

Board of Directors:
John Reeve (Chairman)
Arthur Copple
Richard Jewson
Nicholas Lyons
June de Moller
Lesley Sherratt
David Webster
Auditors: Ernst & Young LLP
Investment Manager:
Investec Fund Managers Ltd
Registrars: Equiniti Ltd
Secretary:
Investec Asset Management Ltd

6.9
5.7
5.3
4.8
4.1
4.0
3.5
3.3
2.5
2.5
42.6

% of total assets, including cash

Sector Analysis
Financials

24.0
16.1

Consumer Services

15.0

Industrials

15.0

Pay date
29-Sep-17
30-Jun-17
31-Mar-17
30-Dec-16

Performance

1 month
3 months
1 year
3 years
5 years

Trust

FTSE All-Share

0.3
3.7
17.7
11.0
35.9

1.7
1.8
9.3
17.5
36.1

2

Capital return only

Oil & Gas

NAV total return % change3

10.5

Health Care

5.3

Basic Materials

1 month
3 months
1 year
3 years
5 years

3.9

Physical Gold & Silver

2.7

Utilities

2.5

Consumer Goods

1.6

Telecommunications

1.3

Technology

1.2

Trust

FTSE All-Share

-0.1
2.7
14.1
30.4
71.3

1.9
2.8
13.4
31.0
62.5

3

Fixed Interest

Total return

Performance, Price and Yield information is sourced
from Morningstar as at 31.10.17.

0.8

Stockbrokers: JPMorgan Cazenove
0

Depositary & Custodian: HSBC Bank Plc

XD date
07-Sep-17
08-Jun-17
09-Mar-17
08-Dec-16

Share Price % change2

1

Cash & short-dated gilts

Amount (p)
8.33
8.33
16.18
8.09

10

20

30

% of Portfolio

Past performance should not be taken as a guide to the future and dividend growth is not guaranteed. The value of your
shares in Temple Bar and the income from them can fall as well as rise and you may lose money. This Trust may not be
appropriate for investors who plan to withdraw their money within the short to medium term.
A portion (60%) of the Trust’s management and financing expenses are charged to its capital account rather than to its income, which
has the effect of increasing the Trust’s income (which may be taxable) whilst reducing its capital to an equivalent extent. This could
constrain future capital and income growth.
The effect of borrowings to finance the Trust’s investments is to magnify the volatility of its price and potential capital gains and losses.
We recommend that you seek independent financial advice to ensure this Trust is suitable for your investment needs.
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Manager’s Commentary
Thought for the month
In general, and I speak from bitter experience, it is not much fun
being early on a trade - even if that trade is ultimately successful.
The dreaded career risk dictates that it is better to go with the flow
and either go off the edge with everyone else (‘performance whilst
disappointing was in-line with peers’) or time an exit to perfection.
It is likely that many hoping to execute the latter find themselves
doing the former. This may be particularly relevant currently with
bond yields so low and so many investors expecting them to rise.
These investors claim to have shortened duration – by selling to
central banks and pension funds – but if they are planning to
shorten duration further it’s unclear who the next supplier of
liquidity will be.
A recent Bank of England Staff Working Paper, ‘Investor
behaviour and reaching for yield: evidence from the sterling
corporate bond market’ puts a bit of meat on these thoughts. The
authors analysed data of secondary market corporate bond trades
between 2011 and 2016. They concluded, with the help of some
scary looking formulae, that insurance companies, hedge funds
and asset managers are typically buyers of corporate bonds as
yields rise. However, in times of market stress this behaviour is
turned on its head and the same group of investors typically sells,
perhaps because of liquidity issues (i.e. redemptions). Historically,
these sales have been offset by banks stepping in to provide
liquidity.

My sense is that whilst investors believe that bonds are overbought they fight outright bearishness because they claim we are
living in a ‘low inflation rate, low interest rate environment’. We are
constantly reminded of the apparently obvious mega trends such
as globalisation, technology, demographics and weakening of
unionisation that have driven and continue to drive this disinflation. However, it’s worth reminding ourselves these shifts are
often much better explained with hindsight.
Will these trends continue to keep a lid on inflation? Forecasting
macro-economic variables has typically proved a frustrating
exercise for most investors, but perhaps placing current bond
yields in a long-term historic perspective can help frame a
discussion on where bond yields might be heading.
Another recent Staff Working Paper from the Bank of England,
‘Eight centuries of the risk-free rate: bond market reversals from
the Venetians to the ‘Var’ shock’, provides some very useful
information in this regard.
The author, Paul Schmeling has found bond yield data going back
to the 1200s reproduced below.
Chart 2: Global nominal risk free rate and asset composition 1273-2017

The authors also found that the potential for instability has
increased with investors ‘reaching for yield (by, for example,
buying the highest yielding bond for a given credit rating) to meet
their obligations to clients whilst keeping within regulatory roles.
The authors are silent on whether changes in bank regulations
may make it more difficult for the banks to enthusiastically offer
liquidity in stressed markets. They also fail to highlight the huge
expansion in bond holdings held by institutions relative to the size
of bonds held by banks (as seen in the slightly dated, but still
relevant chart below). These are all factors which those dancing
close to the door should bear in mind.
Chart 1: Ratio of US mutual funds & ETFs’ holdings of corp. bonds over
brokers & dealers’ holdings

His conclusion: that when the US 10 year bond yield hit 1.37% in
mid-2016, the series hit its 800 year low. He also looked at real
yields (with the help of 800 years of inflation data) and found real
yields at July 2016 were sitting at the 95th percentile of historic
experiences.
Over those 800 years Schmelzing identified nine secular bull
markets of which the current one is the second most intense
(most significant fall in yields) and the second longest. The longstanding 1441-1482 record remains safe for now.
Schmelzing then moves on to bond market reversals and
analyses three which occurred in the 20th century.
The 1965-70 ‘fundamental reversal’ (bond prices fell 36% ignoring coupons received) is interesting as It followed a number
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of years of low inflation and started at a time when investors had a
‘lower-for-longer inflation rate consensus belief’. This proved
mistaken as the consumer price inflation index rose from 1.1% in
January 1965 to 6.4% in February 1970, having never been
above 2% since October 1958. And, the author points out this
wasn’t driven by food or energy, but by core items.
The 1994 ‘bond massacre’ saw bond futures fall almost 21% from
peak to trough in just over 12 months. Bond market historians
apparently disagree on the reasons for the bear market although
the February 1994 Fed Funds hike, the first for almost 5 years,
invariably takes a lot of the blame. Economic activity was strong,
but inflation expectations were stable and the move was seen as
pre-emptive so the room for disagreement is obvious. Perhaps
our old friend complacency when coupled with a bit of inflationary
fear set off a very nasty correction. It is interesting to note that
inflation didn’t spike (as some had feared) and real yields peaked
at a rather extraordinary level above 5%.
The 2003 ‘VAR shock’ or ‘curve steepening reversal’ was short
and sharp, centred on Japan and saw very low yields reverse less
than 100bp and, perhaps a bit like 1994, seemed to create its own
momentum. As bond yields began to rise, this affected banks’ risk
calculations and they were forced to sell bonds thus pushing bond
yields even higher.
It is always dangerous to look too hard for patterns especially
from so few data points, but these reversals illustrate what can
happen when low starting yields, investor complacency, forced
selling and momentum trades all come together. With bond yields
still at the extreme end of their 800 year history the risk for
investors look extremely asymmetrical.

