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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

Capita Plc
Travis Perkins Plc
Grafton Group Plc
Royal Dutch Shell Plc
BP Plc
Tesco Plc
GlaxoSmithKline Plc
Barclays Plc
Royal Bank of Scotland Group Plc
EasyJet Plc
Total

Type
Final
3rd interim
2nd interim
1st interim

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% (31.12.19)
Includes a management fee of 0.35%.
Excludes borrowing and portfolio
transaction costs.

Auditors: Ernst & Young LLP
Investment Manager:
Ninety One Fund Managers UK Limited
Portfolio Manager: Alastair Mundy
Portfolio Manager start date:
1 August 2002
Registrars: Equiniti Ltd
Secretary:
Ninety One UK Limited
Depositary & Custodian: HSBC Bank Plc
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Financials

18.9

Consumer Services

XD date
12-Mar-20
05-Dec-19
12-Sep-19
06-Jun-19

Pay date
31-Mar-20
30-Dec-19
30-Sep-19
28-Jun-19

Performance (Total Return)
Cumulative Returns (%)
Share
Price
1 month
-9.3
3 months -12.3
1 year
-3.8
3 years
3.8
5 years
21.5
10 years 124.6

Sector Analysis

Industrials

Amount (p)
18.39
11.00
11.00
11.00

893.5
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0.7
1213.5
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4.7
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Rolling 12 Month Returns (%)
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Performance, Price and Yield information
is sourced from Morningstar as at 29.02.2020

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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Risks
Borrowing/leverage risk
The Company can borrow additional money to invest, known as leverage. This increases the exposure of the Company to markets
above and beyond its total net asset value. This can help to increase the rate of growth of the fund but also cause losses to be
magnified.
Charges to capital risk
A portion (60%) of the Company’s expenses are charged to its capital account rather than to its income, which has the effect of
increasing income (which may be taxable) whilst reducing its capital to an equivalent extent. This could constrain future capital and
income growth.
Company share price risk
The Company’s share price is determined by supply and demand for such shares in the market as well as the net asset value per
share. The share price can therefore fluctuate and may represent a discount or premium to the net asset value per share. This can mean
that the price of an ordinary share can fall when its net asset value rises, or vice versa.
Interest rate
The value of fixed income investments (e.g. bonds) tends to decrease when interest rates and/or inflation rises.
Equity investment
The value of equities (e.g. shares) and equity-related investments may vary according to company profits and future prospects as well
as more general market factors. In the event of a company default (e.g. bankruptcy), the owners of their equity rank last in terms of any
financial payment from that company.

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 thought for the month
The performance of the Strategy continues to be very
disappointing. Our view for some time has been that equity
markets (especially in the US) were expensive and that within the
market there were some particular stocks that were very
expensive – their valuations driven higher by falls in bond yields.
While we recognised the risk of a recession, we felt that
positioning for this by holding equities with low volatility and/or
government bonds was potentially dangerous. This view was
driven by our belief that policymakers would be in no mood to see
a recession develop and would therefore introduce ‘shock and
awe’ policies. We believed investors would regard these policies
as inflationary and pro-growth.

responsibility for economic growth. The mood music implies a
change of policy from inflation targeting (i.e., keeping prices under
control) to targeting nominal GDP (i.e., any combination of
inflation and real economic growth). This would be a very
significant change. It is for these policies that the Cautious
Managed Strategy is built. This would be an environment of
continued low short-term interest rates (below inflation), higher
inflation, higher bond yields and more economic growth. We think
this would be bad for bonds and good for precious metals. The
outlook for equities would depend on whether economic growth or
higher bond yields had the greater effect on valuations. While we
are not sure in what direction this would send equity markets, we
think it would be a much better environment for value than it has
been for many years.

Consequently, in line with our valuation discipline, we avoided
expensive shares and built a portfolio of stocks that we believed
were cheap on a through-the-cycle basis and that are sensitive to
economic growth (for example, banks and industrials). To
somewhat reduce the volatility of this portfolio in the event of a
market fall, we have held a short position in the S&P500 Index
(which makes money as markets fall, but loses as markets rise).
This has left the net position in equities at around 30%.

We have clearly been far too early in building the portfolio for this
outcome. Part of this is simply because we feared these new
policies would be introduced faster than the market thought, and
secondly because we were unsure how much liquidity there would
be for investors if portfolio changes were made only after
policymakers became much clearer about their intentions. We
also felt that government bond yields offering returns below the
rate of inflation was simply a bad long-term investment.

Unfortunately, many of these cyclical stocks have performed very
poorly recently (while other more highly valued stocks, which we
feel are also very sensitive to economic growth, have held up
better) and losses from them have significantly offset profits on
the S&P futures (the securities through which we achieve the
short exposure). In the bond market, government bond yields
have moved lower as investors have become even more
confident that interest rates and inflation will be very low for many
years. Government bonds have proved once again to be an
excellent complement for equities by going up as equities fall. We
believe it could be dangerous to assume this relationship always
holds – there have certainly been a number of times in history
when equities and bonds have fallen together. For this reason,
our bond holding has been very low for some time.

In brief, the Strategy is positioned as follows:
• Very defensively positioned in bonds (fearing higher inflation);
i.e., maintaining low duration and
holding inflation-linked government bonds (so that rising rates and
inflation would have less impact
on the value of the bond portfolio), and having zero exposure to
corporate debt.
• Significant exposure to cyclical shares (in preference to
defensives).
• Short position in the S&P500 Index (to remove some market risk
from our equity holdings).
• Precious metals (in case investors believe central banks are less
committed to inflation targeting).

What could change this relationship between bonds and equities?
We think it is those ‘shock and awe’ policies we highlighted
above. We have already seen the US Federal Reserve (Fed)
make an emergency cut in the federal funds rate (at a time when
US equities were very high and a number of indicators pointed to
the US economy being reasonably healthy). This suggests the
Fed and other central banks are unlikely to sit on their hands if the
prospects for economic growth deteriorate. Policies could include
further interest rate cuts, more quantitative easing and even the
introduction of modern monetary theory (which would see the
printing of money to finance government programmes).
Even before trying modern monetary theory, governments could
simply decide to increase spending, financed by increased
borrowing in the bond market. With the US budget deficit
increasing significantly, the UK budget very clearly signalling a
loosening in the fiscal purse strings, and even talk of a
government-financed Green Deal in Europe, this move to higher
government debt appears to be well underway. What’s more,
central bankers and academics are becoming increasingly
vociferous that governments should be taking on more
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