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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

GlaxoSmithKline Plc
Royal Dutch Shell Plc
Capita Plc
BP Plc
Travis Perkins Plc
HSBC Holdings Plc
Lloyds Banking Group Plc
Royal Bank of Scotland Plc
Barclays Plc
Grafton Group Plc
Total

Type
3rd interim
2nd interim
1st interim
Final

Wind-up date: None
ISIN: GB0008825324
TIDM code: TMPL
Year end: 31 December
Dividends paid:
Quarterly in March, June,
September and December
AGM: March
Benchmark: FTSE All-Share
Association of Investment Companies
(AIC) sector: UK Equity Income
ISA status:
May be held in an ISA
Capital Structure:
Share class No. in issue
Ordinary
66,872,765

Sedol
0882532

Debt:
5.50% Debenture Stock 2021 £38m
4.05% Private Placement Loan 2028
£50m
2.99% Private Placement Loan 2047
£25m
Charges:
Ongoing charge: 0.49% (31.12.17)
Includes a management fee of 0.35%

Auditors: Ernst & Young LLP
Investment Manager:
Investec Fund Managers Ltd
Portfolio Manager: Alastair Mundy
Portfolio Manager start date:
1 August 2002
Registrars: Equiniti Ltd
Secretary:
Investec Asset Management Ltd
Depositary & Custodian: HSBC Bank Plc
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Sector Analysis
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Performance, Price and Yield information
is sourced from Morningstar as at 31.12.2018

The Company's gearing and discount
management policies can be found at
https://www.templebarinvestments.co.uk/invest
ment-approach/investment-policies/

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.
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Manager’s Commentary
Thought for the month
We are at that point of the investment cycle where as a value
investor one feels that people are being exceptionally nice to you
as some sort of compensation for your extraordinarily poor career
choice.
Famous last words, but you do wonder how much worse
conditions can get for value investors:
1. Plenty of claims that value investing no longer works – a factor
no longer likely to generate excess returns.
2. Even those who think it is cheap, consider it a trade not worth
risking.
3. As a client said to me recently ‘holiday in value, work in growth’.
If I understand him correctly this means value only performs every
so often.
4. Cheap stocks have been performing poorly.
5. Even cheap stocks receiving upgrades have been performing
poorly (worldwide issue).
6. Those who felt value would bounce when the yield curve
became upward sloping are now pointing towards a downward
sloping curve – further delaying value’s recovery.
7. Investors who are sympathetic to value worrying that, ‘ahead of
a recession and a bear market’ it is no place to invest.

Similarly, Bolton, between 1980 and 2005, outperformed the
FTSE All-Share Index in 19 of 26 years which included 13 years
in which he outperformed by at least 10%. Bolton’s longest stretch
of successive annual outperformance was seven years whilst Neff
managed six years. Hardly flash-in-the-pan type success.
In their books, both highlight periods during which there were
significant doubts in the market about the continued relevance of
value investing. Those periods were followed by significant
outperformance.
4. It is very true that cheap stocks performed poorly last year,
even in a year when the market was weak. This was probably
because those stocks were mainly cyclicals and given investor
concerns as the year progressed over weaker economic growth,
even low valuations were not sufficient protection. Some US
market data from Alpha Architect illustrates this well. The green
lines show that all the various value factors (EV/EBIT, price/book,
price/earnings, price/cashflow and price/earnings) performed
poorly over the year. This too is part of the ‘fun’ of value investing:
even when stocks appear very cheap, they can sometimes
become even cheaper.
Figure 1: 2018 Value Factor Returns

Let’s look at each of those points and see if we can provide some
hope. We think there’s plenty.
1. I would argue that value investing has worked – and I would
argue will continue to work – primarily for behavioural reasons.
Investors love stories and are happy to (incorrectly) extrapolate
trends to excess in preference to assuming facts change. This
extrapolation drives share prices to extremes in both directions.
Buying when others are selling – and against such an obvious
narrative – consumes a serious amount of career risk units and is
a very uncomfortable position to take. Simple yes, easy, no.
2. Things are really getting bad if investors are almost too
embarrassed to try and profit from stocks looking excessively
cheap! The risk of failure clearly haunts them. Why are they not
as, or even more scared, of losing money playing in favour of
trends?
3. Even history is being rewritten now. Value investing has an
extraordinarily long-term track record. And it has worked for
extended periods rather than just in short sharp spurts. There is
lots of academic evidence to support this, but as back tests, at
best, get a polite smile, let’s look at real life. Two books by value
investors with detailed performance histories are John Neff on
Investing (by the man himself) and Anthony Bolton’s Investing
with Anthony Bolton. Neff outperformed the S&P 500 in 20 out of
32 years between 1964 and 1995. (It might be of nothing more
than statistical interest but Neff outperformed the S&P 500 in
1974 the worst year during that period falling 16.8% relative to
26.3% and then again in 1975, the best year, rising 54.5% relative
to 37.1%.

Source: Alpha Architect, December 2018

5. The underperformance of cheap upgraded stocks is an even
tougher one to rationalise. Perhaps the companies receiving
upgrades were cyclicals and investors simply believed it was the
final upgrade. Perhaps it just illustrated demand for value stocks
was extraordinarily low. Mark this dynamic down as bizarre.
6. With strong economic growth and a few signs of building
inflationary pressures, the yield curve was becoming steeper part
of the way through 2018. However, this was reversed towards
year-end as investors became nervous about the end of the
economic cycle. For those who believe A causes (or is correlated
with) B then a yield curve in danger of inverting (yields higher at
the short end than the longer end) is no time to be buying value.
The shape of a yield curve can however change very quickly.
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7. It’s always dangerous to write value off, particularly after
periods in which it has struggled…regardless of whether markets
are falling. To take just one stock example (of many) during the
Global Financial Crisis, Next bottomed in absolute terms in July
2008 at a time when the FTSE All-Share Index had fallen 21%
from its peak. By March 2009, the FTSE All-Share Index had
fallen a further 35%, but Next had risen 32%!
Let’s leave the last few words to the Jefferies CEO & President.
His first priority this year is:
“Make sure we remember what ‘value’ means, even if today it is a
dirty word when it comes to investing. Today nobody wants to
hear about tangible or intrinsic value, fundamental analysis,
margin of safety, independent thought, contrarian investing, due
diligence, patience, cost controls, cashflow, counter cyclicality or
low price earnings ratios. Growth and momentum are wonderful,
but just when the entire world appears to capitulate by declaring a
concept as important as ‘value investing’ being deceased, even
more painful lessons are often learned.’
That sums up today’s position perfectly.

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.

