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Editor’s letter 3

Thinking
beyond the
short term

Intoday's markets, there's a great deal to
be said for an intrinsically long-term fund

oneyWeek has always been a
strong supporter of investment
@@ trusts, largely because they offer their
a.@ managers freedom to take a longer-
term view when constructing their
d\ \‘- portfolios. Other characteristics such
as the ability to use gearing (borrowed money) or the
chance for investors to buy at a discount to the value
of their assets can help to improve returns, but it’s
their “permanent capital” that is most valuable.

If you are investing directly into sectors such as
property, infrastructure and private equity — where
you can’t simply sell assets in a few days because your
investors suddenly want their money back — the need
for permanent capital speaks for itself. However,
even with listed investments, sectors such as smaller
companies often suffer from high volatility and limits
on how quickly you can buy and sell holdings.

No high-conviction investor wants to be at the
mercy of rapid inflows and outflows, so investment
trusts are a natural structure for such portfolios.
And in today’s short-term markets — where sentiment
hinges on quarterly results, monthly data and what
feels like daily geopolitical upheavals — there’s much
to be said for a structure that encourages a long view,
whatever you are investing in. Investment trusts have
been around since 1868, with all the ups and downs
that implies; they can surely help investors navigate
this age of rapid change as well.

That said, the past few years have been difficult.
Discounts soared, bringing pressure both from
opportunistic activists and disgruntled shareholders.
This was partly due to external factors, but it’s fair
to say the sector was due a shake-up. Some boards
had been too complacent. There was a clear need
for consolidation. The failure to reach new investors
was becoming critical. Thankfully the outlook is
now improving, and we hope this special supplement
makes clear why the diversity of investment trusts to
choose from should ensure a bright future.

We’re very grateful to Schroders Asian Investment
Trusts for sponsoring these pages, as well as to all

- our advertisers. And if you’re keen to learn more
: about the funds mentioned — as well as many others

that there was no space to cover this time — we

¢ recommend you attend the Association of Investment

Companies’ annual Showcase on Friday 9 November
in London (also streaming online). See page 13 for
more details and use code MW26 when booking to
register for free. Many of our contributors will be
there. Say hello if you see us.

Cris Sholto Heaton
editor@moneyweek.com
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Essentials

A solid basis for building wealth

Long-term investors should understand the mechanics of investment trusts, says Maryam Cockar

Investment trusts are one of three main types of fund,
with the other two being exchange-traded funds
(ETFs) and what are variously called open-ended
investment companies (Oeics) or unit trusts
(depending on their exact structure). Each of
these has advantages and disadvantages. To
see why, let’s look at how they work and g
where investment trusts win out.
Investment trusts are closed-ended,
which means that they have a fixed
amount of shares. They are listed
on the stockmarket, so when you
invest, you buy the shares from
another investor who wants
to sell (via your broker). If
you want to cash out, you
sell to another investor
who wants to buy. These
trades do not affect the
money within the trust.
Oeics are open-ended
and are not listed on a stock
exchange. If you want to invest,
you send your money to the fund
manager (via your broker) and
more shares are created for you. If
you redeem, the manager cancels
your shares and sends you the cash.
Each of these trades changes the
amount of money held in the fund.

“ETFs and

Oeics are ETFs are listed on the stockmarket,
H but are open-ended. This may not be
stmp le1; but obvious to you, since you will trade one in the same way
trusts offer as an investment trust. However, institutional investors,
known as authorised participants, also trade directly
more ways t?’ with the manager to create and redeem shares. When
boost returns they do this, money flows in or out of the fund.

Where to find trust research

find in the AIC’s research section.
Citywire has good coverage of key
stories in its Investment Trust insider
section (citywire.com/investment-

MoneyWeek has made investment
trusts one of our top priorities since
we launched over 25 years ago, but
there are also many other sources

you can add to your reading list.

The Association of Investment
Companies (AIC), the trade body for
the sector, has a wealth of news and
data for investors, including a
calendar of upcoming events and
meetings (theaic.co.uk). Morningstar
(morningstar.co.uk) and Trustnet
(trustnet.com) also offer some useful
screening tools and articles.

Quoted Data (quoteddata.com)
and Kepler Trust Intelligence
(trustintelligence.co.uk) provide both
editorial commentary on the sector
and issuer-paid research. Issuer-paid
means the trust pays for it, so this
should be seen as marketing rather
than independent analysis, but can
provide a useful overview.

There is also a number of other
firms providing various kinds of
commentary (eg, Capital Access,
Edison, FundCalibre, Hardman and
Winterflood), some of which you can
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trust-insider). The number of financial
magazines and investment sections
in newspapers has shrunk over time,
but the Financial Times, Investors’
Chronicle, The Mail on Sunday, The
Telegraph and The Times all still
cover trusts to some extent. Among
the platforms, Interactive Investor
has the best coverage (ii.co.uk/stock-
market-news/funds-trusts).

Finally, look for insights from
writers who have followed the sector
for years. We have ideas by Andrew
McHattie, David Stevenson, James
Carthew, Jonathan Davis and Max
King on page 18, while other very
experienced commentators include
Gavin Lumsden (now at Quoted
Data), lan Cowie (The Times), Jeff
Prestridge (The Mail on Sunday) and
John Baron (Investors’ Chronicle),
and of course our former colleagues
Merryn Somerset Webb and John
Stepek at Bloomberg.

Permanent capital
One strength of an investment trust is that buying and
selling shares has no effect on its portfolio, because
the manager does not need to invest fresh cash or sell
assets to fund redemptions. Having this
permanent capital is important for
investing in assets that can’t be sold
quickly —infrastructure, private
¢ equity, real estate or small
| caps —or certain long-term
nvestment strategies.
On the other hand, the
price that investors pay or
€ receive for shares in a
¢ trustis the prevailing
O ( market price. This
can be at a discount
or a premium to the
(" trust’s underlying
net asset value (NAV)
—the value of its assets
minus its liabilities. There is
? no automatic mechanism for
keeping them in line.
¢ Conversely, an Oeic always
¢’ trades at NAV, while the
price of an ETF should also be
very close to NAV because the
. authorised participants will quickly
trade away any discount or premium.
This makes them good for tracking an
index or investing in liquid assets. You
< should be able to cash out your holding
at full market value at any time.

A

Creating long-term value
So ETFs and Oeics are simpler — but investment trusts
offer more ways to boost returns. For example, if you
buy a trust’s shares at a discount to NAV, this will
amplify your gains if the discount shrinks on top of
the underlying investment return. An unusually wide
discount should reduce over time if performance is
good, although this is not guaranteed. A trust can
use share buybacks or tender offers to try to raise
the price and close the discount faster, but this won’t
always work. Sometimes discounts can last longer than
expected because of weak demand among investors for
a certain sector or style, or even investments trusts as
a whole. Still, when a trust buys back shares at below
their fundamental value, that should create value for its
remaining investors over the long term.

And the long term is what trusts are about. A trust
is a listed company whose role is to make investments.
The investors are shareholders, with a board to look
after their interests, and an external manager to run
the portfolio. They have options that open-ended funds
don’t have. They can borrow to buy extra assets up
to a limit set by the board (often 20%). This gearing
has the potential to increase returns, although it can
also amplify losses. They can hold back some income
to keep dividends steady (see page 10). If returns are
poor, they can replace the manager. And if weak
performance or a wide discount persists, shareholders
may vote to sell some assets and take back some capital,
or wind up altogether. In short, it is a very different
relationship with investors compared to Oeics —and, in
MoneyWeek’s view, a solid basis for building wealth.
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Many of today'’s fast-growing
businesses are not listed on
stock exchanges. They are
choosing to stay private.

As more of these companies stay private
for longer, exciting new jnvestment,. /.
opportunities are emerging. At HVPE, “
we believe these should be accessible
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Since

Performance as at Inception
30 June 2026 YTD 1 year 3years 5 years 10 years (2007)
NAV per share ($)2 3% 6% VAR 48% 246% 497%
Share price total return ($)? 9% 34% 65% 53% 286% 348%
Share price total return (£) 7% 34% 53% 54% 275% 563%
FTSE AW total return (S) 1% 24% 4% 73% 251% 332%

HarbourVest Global Private Equity (ticker: HVPE)

hvpe.com 1.

Disclaimer:

Index) CAGR was 13%.

Over the ten years to 30 June 2026, the US dollar NAV per share compound annual growth
rate (“CAGR") was 13% and the public market comparator (the FTSE All-World Total Return

Your capital is at risk. Past performance cannot be relied on as a guide to future 2. Please also note the “NAV per share” percentages in the table above reflect the US dollar

performance. This advert is for informational purposes only and is not investment advice.

We recommend you discuss any investment decisions with a financial adviser, particularly if

you are unsure whether an investment is suitable.

The Key Investor Information Document is available from HarbourVest Advisors L.P. on

request or at the website: hvpe.com

monthly estimated NAV per share.

3. HVPE introduced an additional US dollar share price on 10 December 2018; from this date

onwards, the actual US dollar share price, as reported by the London Stock Exchange, has

been used. Prior to this date, the US dollar share price had been converted from the sterling
share price at the prevailing exchange rate.

The share price total return figures have been adjusted for the redemptions which occurred

in October 2013 and October 2014.



Portfolio

Lessons from the last 14 years

MoneyWeek's model portfolio offers plenty of insights into
how to use investment trusts, says Rupert Hargreaves

“Our changes
have added
value about

balf the time
—avaluable
example of
the benefits of
not tinkering
too much”

he MoneyWeek portfolio of investment trusts was

created in June 2012 as an easy-to-follow, set-and-
forget, all-weather portfolio. Investment trusts were
chosen on the grounds of their long-term performance,
flexibility, cost, as well as other factors such as their
ability to use gearing and for investors to trade in and
out of positions with relative ease.

The initial six holdings were chosen to cover a range
of different strategies, with the aim of changing them
as infrequently as possible. Over the past 14 years there
have only been six changes, with two of the original
trusts still in the portfolio today. Our changes have
added value about 50% of the time; that is to say,
around half of them ended up generating worse returns
than staying put. This is a valuable example of the
benefits of not tinkering too much.

Overall, the portfolio has returned a satisfactory
248% (9.2% per year) in share-price terms, assuming
no rebalancing between holdings (which may not be
entirely realistic). The FTSE UK All-Share index has
returned 5.2% per year over the same time, while
US-heavy FTSE All-World index has returned 9.7%.
Dividends would have further topped up returns,
although this is not an income portfolio — the average
yield (weighting each trust equally) is around 2%.

Chosen for diversification

The original trusts were picked with diversification
in mind, with each falling in a different sub-sector of
the investment trust universe. Personal Assets (LSE:
PNL) —still in the portfolio today — was selected for
its emphasis on absolute returns, wealth preservation
and a zero-discount policy, which made it the perfect
“core defensive holding”. At the other end of the risk
spectrum, Scottish Mortgage (LSE: SMT) was the key
“growth equity” in the portfolio. After a long run of
market-beating returns, the trust also remains a core
holding of the current portfolio.

Finsbury Growth & Income (LSE: FGT) was initially
picked in 2012 for its focus on high-quality global
businesses and a “disregard for benchmark strictures”.
Lead manager Nick Train had a strong record in 2012,
having outperformed the FTSE All-Share Index over
the previous ten years.

BH Macro (LSE: BHMG) invests all its assets into
the Brevan Howard Master Fund, a global macro
hedge fund that had outperformed during the turbulent
years of the 2008-2009 financial crisis. The thinking
here was to include a trust whose “fortunes tend to be
inversely correlated with the equity markets”.

3i Infrastructure (LSE: 3IN) was added as an
“absolute return income-generating pick”. The trust
was selected over some sector peers for its preference on
“operating assets rather than contracts whose values
will fall over time”. Finally, RIT Capital Partners (LSE:
RCP), chaired at the time by Jacob Rothschild, was “an
old industry favourite”. It offered a diverse portfolio of
public, private, hedge fund and real assets.

Trading places

The first change came in a little over a year, when
Caledonia Investments (LSE: CLDN) replaced BH
Macro. In hindsight, BH Macro may have been a weak
choice in the first place. Yes, it gave investors access

to a type of investing that’s usually off-limits to those
with less than £1m of assets. However, hedge funds are
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expensive (BH Macro’s charges vary between 1.5% and
2% per annum depending on performance fees), and
returns at the time did not justify that.

Caledonia is a family investment company, with a
diversified, global portfolio and long-term outlook.

It was added to the portfolio at a 20% discount to
NAV. This is one of the trades that’s worked best. Since
the portfolio was first constructed, BH Macro has
returned 114% to the end of July 2026. By switching to
Caledonia, the portfolio has earned a 124% return.

Late 2015 and early 2017 brought two more
changes: the removal of 3i Infrastructure, replaced by
Law Debenture (LSE: LWDB), followed by the sale
of Finsbury Growth & Income for Temple Bar (LSE:
TMPL). 3i Infrastructure was sold after management
reset its target return objectives. Finsbury Growth was
removed on valuation grounds — after gaining 98% in
five years, the underlying holdings appeared expensive
compared with the rest of the market.

Both Law Debenture and Temple Bar were selected
for their low costs and contrarian, UK-focused value
strategies. Law Debenture was trading at a 14%
discount to NAV - a discount that has now all but
disappeared. This turned out to be an astute decision: 3i
Infrastructure’s share price has return 118% over the 14
years, versus the 200% achieved by switching.

The Temple Bar position worked out less well. This
holding was sold in May 2020 (at a loss of 42%) and
replaced with Mid Wynd International (LSE: MWY)
following the severe underperformance of UK value
stocks (partly due to the effect of the pandemic) and the
departure of manager Alastair Mundy. This meant the
portfolio did not benefit from its strong recent returns
under Ian Lance of Redwheel.

Mid Wynd was added as a “resilient, quality-growth
global compounder to balance Scottish Mortgage” but
failed to live up to expectations. It was removed in April
2025, after a change in management, and replaced by
JPMorgan Global Growth & Income (LSE: JGGI).

The inability to stick with one trust for this part of the
portfolio has hurt returns. Switching from Finsbury to
Temple Bar to Mid Wynd and finally JGGI produced a
return of 65% to the end of July.

In comparison, even though Finsbury has drastically
underperformed over the past five years, it has returned
142% since June 2012. Switching from Finsbury to
Temple Bar and then sticking with that would have
been an even better decision, with a return of 236%.

The final major change in the portfolio was the sale
of RIT for AVI Global (LSE: AGT) in March 2023.
RIT’s exposure to private equity and venture capital
had increased from 24% in 2012 to 45%, which didn’t
sit so well with the rest of the portfolio. Meanwhile,
AVT’s “global value remit, exposure to family holding
companies, discounted trusts, and Japanese equities”
seemed attractive in comparison to the wider valuation
of global markets. So far, the returns from both RIT
and AVI have been fairly similar.

Evaluating the options

So what could the next 14 years hold for the portfolio?

Are the six trusts still the right ones for today’s markets?

What other trusts might work in a similar strategy?
Personal Assets is one of the best ultra-defensive

plays around, helped recently by its exposure to gold.

Its closest peers are Capital Gearing Trust (LSE:

CGT) and Ruffer (LSE: RICA), both of which follow

similar strategies to protect and grow capital in excess

In association with Schroders Asian Investment Trusts
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of inflation over the long term. The inflation spike in
2021-2023 and the timing of how markets adjusted to
interest-rate hikes means that Personal Assets’ returns
over the last five years are lagging inflation. However, it
is still ahead over ten years and back ahead over three.

While JGGI has hardly blown the lights out since it
was added to the portfolio, previous trading suggests it
would be a mistake to tinker further with this holding.
This is the largest trust in the global equity income
sector, with the best record and highest dividend yield
(3.9%). It pays dividends out of both income and
capital growth, with a target is 4% of NAV out every
year. While in theory this means the payout could
fall, management has so far avoided this by being
overweight growth stocks. The approach gives it more
flexibility than peers such as Murray International
(LSE: MYT) or Scottish American (LSE: SAIN).

Law Debenture has by far the best record of any
UK equity income trust over the past ten years, with
a performance gap of around 100% over closest rival
Temple Bar (although the latter has done well lately
under its new manager). That’s partly because it is both
an investment portfolio and a professional services
business. The latter arm carries out mundane but
essential tasks such as pension-scheme management,
escrow services and paperwork for issuing corporate
bonds. Income from this has generally met about a third
of the trust’s annual cash dividend requirement.

That gives the managers flexibility to invest in
both income and non-income-producing equities (ie,
growth stocks). The approach is clearly working, but for
investors who prefer a straightforward UK equity fund,
there are many peers with a range of styles: Temple Bar,
Aberdeen Equity Income (LSE: AEI), City of London
(LSE: CTY), Edinburgh (LSE: EDIN), Fidelity Special
Values (LSE: FSV), Merchants (LSE: MRCH) and
Murray Income (LSE: MUT) to name a few. Note that
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Lowland (LSE: LWI) is run by Laura Foll and James
Henderson, who look after Law Deb’s investments.

Caledonia’s shares have lagged the market over the
last five years as its discount to NAV has remained
stubbornly high, averaging 30% to 40%. The trust has
tried to remedy this by splitting the stock to improve
liquidity, buying back shares and pushing the dividend
higher, but the big block of stock (48%) owned by the
Cayzer shipping family clearly weighs on it. Still, we
bought Caledonia as a family-controlled trust, liking it
due to its mixed exposure to private equity funds, direct
private company holdings and public equities. It is still
one of the best in the space for this combination. The
higher weight to direct investments still gives it the nod
over its main peer RIT for our purposes.

Scottish Mortgage has been the portfolio’s biggest
winner by far, with a return of 940% since 2012. The
trust’s edge has been its ability to pick winners and act
with conviction, something no other trust has managed
to replicate with success across private and public
markets. Yes, there has been some volatility along the
way, as any shareholders who held through the 2021-
2023 peak-to-trough decline of nearly 56% will attest.
However, the rewards from this style of investing don’t
come without risks.

Finally, AVI Global. The reasons for adding this
trust still stand. Its focus on value is highly attractive in
what one might argue is a frothy market, and it offers
significant exposure to Japan (23%). With look-through
exposure to the US of just 13%, the fund has missed out
on some of the recent tech boom, but it is intended to
offer something very different to the global index. Peers
Alliance Witan (LSE: ALW), Brunner (LSE: BUT),
F&C (LSE: FCIT), and Monks (LSE: MNKS) may be
simpler options for a one-stop global trust, but AVI’s
blend of global value and activism remains attractive as
a complement to the rest of our portfolio.

j

i

“The portfolio
has returned
a satisfactory
248% —or
9.2% per year
—since 2012”7

28 August 2026 MONEYWEEK



Opinion

L|ght at the end
of the tunnel

After a challenging few years, the outlook for investment
trusts is improving, says Annabel Brodie-Smith

“The sector
has radically
reshaped itself
and boards
bhave worked
hard to give
sharebholders
a better deal”

It has been a challenging few years for investment
trusts. Rising interest rates, cost-disclosure problems
and the dominance of markets by large US tech firms
led to wide discounts and the re-emergence of activist
shareholders. Yet there is now a series of signals that
indicates there is light at the end of the tunnel.
Discounts are narrowing. Fundraising is picking up.
A solution to the cost-disclosure issue is in place. There
are proposals to address loopholes exposed by activists.
Investment trusts have been included in the Pensions
Scheme Bill, and more marketing to increase awareness
of investing and investment trusts is on its way.
Discounts rose from 2.5% at the end of December
2021 to a peak of 18.8% at the end of October 2023.
Since then, discounts have now narrowed to 11% at the
end of July. The sector has radically reshaped itself with
unprecedented levels of mergers and share buybacks,
as well as mandate changes and fee cuts. Boards have
worked hard to give shareholders a better deal.
Fundraising is also starting to come back. In the first
half of the year, Seraphim Space Investment Trust raised
£137m, while TwentyFour Income Fund and Invesco
Bond Income Plus raised £98m and £85m respectively.
Cost-disclosure rules had artificially made
investment trusts look expensive, which deterred wealth
managers from buying them. This has now changed,
with the unique characteristics of investment trusts
being recognised by the Financial Conduct Authority
(FCA) in its new cost disclosure regime. Other funds
no longer have to pull through the costs of investment
trusts when investing in them. This positive outcome
could well lead to more wealth managers and open-
ended funds buying investment trusts next year.

Activist agenda

When discounts widened, activist investors became
buyers. This is not unusual; activists have long been a
feature of this industry. They usually aim to narrow
discounts and secure an exit. So long as their objectives
are shared by other shareholders, they are seen as a
healthy feature of capital markets.

However, Saba Capital also had another agenda —in
some cases it wanted to replace the board and become
the investment trust’s manager. The FCA has now put
forward proposals to strengthen investor protection
and address this gap in the rules. This should prevent a
substantial shareholder like Saba, who wants to manage
the company, seizing control of the board to promote its
own interests at the expense of other shareholders.

Other positives include investment trusts’ inclusion
in the new Pension Schemes Act. Pension schemes
will now be able to use investment trusts to meet any
requirement to invest in private assets. It’s very early
days, but this could result in them investing more in
investment trusts in sectors such as infrastructure,
renewable energy, private companies and property.

Investment trusts are particularly suitable for these
hard-to-sell assets. Since they are listed companies,
investors buy and sell their shares on the stockmarket
without altering the capital in the investment trust.
Unlike open-ended funds, managers are not forced to
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Trusts have given early access to firms like SpaceX

sell holdings to meet redemptions, and this allows them
to take a long-term view. This also enables investment
trusts give investors access to exciting private companies
before they list, such as SpaceX and Anthropic.

The government-backed “Take The Next Step.
Invest” campaign should also be helpful. This aims to
persuade people with spare cash to start investing. The
Association of Investment Companies (AIC) will launch
a marketing campaign next year to increase awareness
of investment trusts amongst millennials and Gen Z.

Most importantly, investment trusts’ performance
over the long term remains strong. The average
investment trust has returned 15%, 26% and 148%
over one, five and ten years respectively to the end
of July 2026. Performance also compares well with
open-ended funds. Our “sister funds” research finds
that where the same managers run similar investment
trusts and open-ended funds, the investment trusts have
beaten the sister fund over ten years in 77% of cases.

When it comes to income investing, investment trusts
have special advantages. There are 20 “dividend hero”
investment trusts that have raised their dividends every
year for over 20 years. A trust can do this because it can
retain up to 15% of its income, and this revenue reserve
can be used to boost dividends when markets are tough.
It can also offer an enhanced dividend by paying a
percentage of its capital profits as income.

A chance to learn more
To find out more about investment trusts, come
to our flagship event, The Investment Company
Showcase, on 9 October. You can attend in person at
133 Houndsditch in London or online. We have 30
investment trust managers presenting, including our
keynote speaker Job Curtis, manager of City of London
Investment Trust. This trust is approaching a record 60
years of dividend increases — an impressive record.

Managers are flying over from Japan and India to
speak, covering a wide range of themes from emerging
markets and the hunt for yield to property and
infrastructure. Presentations include BlackRock World
Mining, Monks, Mercantile, Invesco Bond Income
Plus, Cordiant Digital Infrastructure and more.

The Showcase is free to register for private investors
who use the special MoneyWeek code MW26. We look
forward to seeing you there.

Annabel Brodie-Smith is communications director of
the Association of Investment Companies
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Aberdeen Investment Trusts

Put your money to work Tax

efficient

while you relax this summer investing

If you're looking to make your money work harder With plenty of choice to suit your goals, you can
while you unwind this summer, consider Aberdeen seek to build anincome stream that works for
Investment Trusts. you whether you invest a lump sum now or take

Managed by experienced teams with a long-term, a gradual approach over time.

disciplined approach, our trusts aim to deliver Eligible for Individual Savings Accounts (ISAs)
dependable income alongside the potential for and Self-Invested Personal Pensions (SIPPs).

capital growth whatever the season. Invest in your future via leading platforms.

Benefit from Aberdeen’s specialist expertise across
a wide range of markets and sectors.

S —
_—

: Ple@se remember, the value of shares and'th r , hem cangodown as well as
’.up and you may get back less than the amount invested. Tax treatment depends on the

individual circumstances of each investor and may be subjectto.change in the future.

Find out more

Issued by abrdn Fund Managers Limited, registeredinEngland and Wales (740118)
at 280 Bishopsgate, London, EC2M 4AG. Authorised and regulated by the Financial
Conduct Authority in the UK.




Equity income

Securmg a safe payout

Investment trusts can use many different strategles to fund their dividends, says Cherry Reynard

ith most collective funds, income is income.

Dividends or interest payments are fed into the
machine at one end and delivered neatly to investors
at the other. However, investment trusts have smarter
internal mechanics, giving them a range of options
to generate income. Since trusts tend to be a popular
choice for income — and over 80% of them pay a
dividend, with an average yield of 3.3% — this can
have real implications for investors. So it’s worth
understanding what may be going on inside.

The most straightforward option for an income
trust is to buy high-dividend stocks (or high-
interest securities) and simply pass the income
payments onto shareholders, but this vanilla
approach is relatively rare. Why bother having the
more sophisticated options of an investment trust
if the manager doesn’t use them?

This approach can also be limiting for an
equity income trust. High dividends tends to be
confined to certain sectors: financials, oil and gas,
and pharmaceuticals, for example, and to certain
markets, such as the UK. What’s
more, when a stock has a very high
yield, it may be a sign that investors
are worried about the sustainability
of the dividend or the company’s
prospects. Do you want a portfolio full
of investments like these?

So managers may buy companies with lower initial
yield, but where the dividend is likely to grow over time.
This is an important part of the strategy of funds such
as the Global Smaller Companies Trust (LSE: GSCT),
which has a yield of around 1.6%, but a strong track
record of growing income over time.

approach of paying a fixed percentage of year-end NAV
as dividends over the following year.

It is important to note that dividends from this
approach may be more volatile, especially if stocks enter
a prolonged bear market. Investors should also clearly
understand that selling assets to pay higher dividends
now will reduce the amount of capital left in the trust

to grow over the long term.

However, the advantage of making payments
out of capital is that trusts investing in regions or
strategies that don’t generate much income to their
portfolio can still pay regular dividends, says Ray.
Meanwhile, trusts such as JPMorgan European
Growth and Income (LSE: JEGI) use this approach
to enhance the yield rather than support it in full.

“JEGI pays a dividend equivalent to 4% of its net
asset value, and generally quite a high proportion
of that comes from actual income earned, but the
manager is not constrained by that and can position
the portfolio for the best growth. So, if income falls

the capital can make up the difference.”

) Other ways to boost yields

* ) Trusts can also use derivatives to boost
income, which may be useful in markets
where yields are lower. Managers sell
options on their holdings, giving the buyer
the right to buy the shares at a certain price. The
option premium received boosts the yield. The North
American Income Trust (LSE: NAIT) does this.

“This strategy works well when markets are flat
or falling, as the calls rarely get exercised but the
income keeps coming,” says James Carthew, head

% of investment company research at Quoted Data.
V)2 “When markets are rising, the strategy can act as a

57 drag on returns as the trust misses out on the upside
in a stock. The manager tries to avoid this where
possible and won’t write a call on a stock they really
want to keep in the portfolio.”

Gearing can also help. While primarily a tool
to enhance capital growth on a trust, it can also
boost the yield. Most conventional trusts will have
_ conservative gearing of 10%-20%.

g Many trust managers don’t confine

themselves to a single approach. Henderson
Far East Income (LSE: HFEL), for example,
has a yield of almost 10%. “This is derived from
pulling as many levers as possible within the trust
structure — it is the poster child for this,” says Daniel
Lockyer, senior fund manager at Hawksmoor. “Some
comes from natural income from the portfolio, but
there is also option writing, distributions can be paid
from capital and they will be using some of the revenue
reserves from previous account years.”

There are also idiosyncratic approaches used within
individual equity income trusts. Take Henderson
High Income (LSE: HHI), where up to 20% of gross
assets can be invested in fixed income investments, or
the property portfolio that makes up around 10% of
assets at Scottish American (LSE: SAIN), says Carthew.
BlackRock World Mining (LSE: BRWM) has invested
in debentures to boost its yield.

All this shows why it’s worth peering inside the
machine to see how income is generated. The strategy
may influence the size and reliability of dividends paid
by a trust. That’s vital for any investor who relies on
their investment income in the longer term.

Smoothing out income

Many trusts will seek to use the levers they have at their
disposal to deliver steady payouts. For example, the
rules allow trusts to hold back up to 15% of the
income they earn each year. The retained s ..
income — known as a revenue reserve —
can be used to make up any shortfalls
in later years. In the pandemic, when
lots of companies cut their dividends,
income investment trusts were able to
dip into revenue reserves and continue
to pay dividends.

This approach is commonplace
among traditional equity income
trusts, says Alan Ray, investment
trust research analyst at Kepler.

“City of London (LSE: CTY) is the
most well-known and has the longest
unbroken run of dividend increases in
the sector.” It sits on top of the AIC’s
“Dividend Heroes” list of trusts that
have paid a rising dividend for 20 years
or more. Many of these trusts have built
up significant reserves, ready to pay out to
sustain growing dividends should the next
crisis require it.

The rules also allow trusts to take capital
gains and convert them into income. This means the
fund manager is free to buy stocks for growth rather
than solely for income, knowing that any shortfalls
in revenue can be made up by capital. In recent years,
a growing number of trusts have begun adopting an

©Getty Images
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Technology

Top plays on Al and innovation

Specialist trusts can be one of the best ways to invest in this volatile sector, says Dan McEvoy

echnology is the hottest topic in investing, and has Tech, growth and innovation
been for several years. While Alis dominating the There are several popular tech plays that routinely
discussion now, it is just the latest in a series of tech make the “top ten most-traded” tables from brokers.
themes that have been leading the market for a decade. The biggest and perhaps best-known is Baillie Gifford’s
Tech officially accounts for 29% of the MSCI World Scottish Mortgage (LSE: SMT) —a trust that, strictly
index in the form of the information technology sector. speaking, is not part of the tech sector. Rather, this is a
In reality, what we all think of as tech is a meaningfully global equity trust that aims to “own the world’s most
greater proportion (see below), since MSCI assigns exceptional public and private growth companies”.
Alphabet, Amazon and Meta into other sectors. __a Its focus is on long-term growth potential,
This concentration brings risks, especially for whatever sector that may be in. We hold it in

the MoneyWeek investment trust portfolio
for precisely that reason.

That said, much of its portfolio is in I'T
hardware, software, digitalisation and
other technology. At 31 July, SpaceX was
18% of the portfolio, followed TSMC
(6.9%), Nvidia (5.5%) and TikTok’s
owner ByteDance (4.7%). SpaceX,
ByteDance and Anthropic (2.8%) show
one of its key strengths: it can hold
private firms as well as public ones.
(SpaceX has now listed and Trett
expects this holding to be trimmed

once lock-up periods permit.)

If you are keen on private firms,
also look at Schiehallion (LSE:
MNTN), which is also run by

Baillie Gifford. Again, this is nota
tech trust, but an investor in early-
stage firms (even more than SMT,

which tends to hold later-stage
private firms). But tech plays
including Anthropic, Bending

Spoons, ByteDance and SpaceX
are 48% of the portfolio.

Backing the Al build-out

Turning to the pure tech trusts, we begin with Polar

passive investors. As the market becomes more
concentrated into the biggest tech
names, so do tracker
funds. Investors
therefore may end
up over-exposed to
the sector. That may
increase the risks if tech
falls from favour (observe
what happens in markets
now when there are any
wobbles about AI).

Then there’s the intensely
competitive nature of
tech. Nascent, disruptive
technologies such as Al
can create as many losers
as winners. Knowing which
stocks to back for the long run
can be difficult.

High conviction
A specialist investment trust has
the potential to mitigate these
risks, through active management
as well as the structural
advantages of the vehicle.

“The closed-ended nature of

investment trusts makes them Capital Technology (LSE: PCT), which has focused
well-suited to technology investing,” says Alex Trett, on the hardware and infrastructure underpinning
investment trust research analyst at Winterflood the build-out of AL The team behind it say they are
Securities. “The permanent capital allows managers “Al maximalists”, telling you very clearly what you
to take a genuinely long-term approach, supporting are getting. Semiconductors are the largest exposure
investments in private companies and giving them the at 43%, followed by equipment, components and
patience to see investment theses play out over time. storage. “The managers believe these areas offer greater
“The structure can also facilitate exposure to earnings visibility and forecastability,” says Trett.
smaller-cap technology businesses, where liquidity Allianz Technology (LSE: ATT) stands out for
can be a constraint for other investment vehicles. In having its management team based in San Francisco.
addition, it enables managers to build concentrated, Being in Silicon Valley arguably gives it better access to
high-conviction portfolios, allowing them to express many of the companies in its portfolio, 90% of which
their strongest investment ideas.” are listed in North America. The portfolio provides

broad exposure to technology and Al says Trett. “The
managers have highlighted the role of technology in
MSCI World tech exposure creatiﬁg differentitiogn across a wide range of i?ldustries
[and] believe the AT opportunity is continuing to

T st broaden beyond the initial infrastructure build-out,

29% supporting a more diversified and durable phase of
growth across the technology sector.”

Lastly, Herald Investment Trust (LSE: HRI) sits in
Amazon the global smaller companies sector, but focuses only
3% on technology and communications. Lead manager
Katie Potts founded the trust in 1993. A recent bitter
battle with activist Saba Capital has seen her and the
trust become part of Aberdeen, which should bring
stability. It offers a very different angle on the sector to
other trusts weighted to the US mega caps.

Not tech
62.6%

Meta
1.4%

Alphabet
4%
Data at 31 July 2026

Source: MSCI
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Asia and emerging

markets

AS|a in the
ascendancy

Emerging markets are doing well, but investors should
keep their portfolios balanced, says Cris Sholto Heaton

“If you want
to invest in
emerging
markets, you
should look
carefully at
what you are
buying”

merging markets have transformed almost beyond

recognition over the past 20 years. Back then,
the sector was heavy in banks and natural resources.
Today, Asian technology companies such as TSMC
and Samsung Electronics dominate — technology
is more than 40% of the MSCI Emerging Markets
index. Brazil, Russia and South Africa used to be key
components, but now the index is concentrated in Asia:
Taiwan, China and South Korea alone make up almost
70% of the total. So if you want to invest in emerging
markets, you should look carefully at what you are
buying. Whether you want to lean into the Al boom or
tilt away is up to you, but buying an emerging markets
fund does not diversify you as much as it once did.

Investment trusts offer us a good range of Asia
and emerging markets vehicles: there four Asia trusts,
five Asian equity income, three focusing on Asian
smaller companies, three China, four India, three
Vietnam, one Latin America and ten global emerging
markets. (Asia in this context usually excludes Japan
—which has seven dedicated trusts — but sometimes
includes Australia.)
Ongoing consolidation has shrunk the selection

a bit, with mixed outcomes. Shareholders in Pacific
Assets (LSE: PAC) will probably be happy to merge with
Schroder Asian Total Return (LSE: ATR) following a
period of weak performance and the departure of its
managers at the now-closed Stewart Investors arm of
First Sentier. However, some other mergers have seen
the loss of trusts with strategies that were struggling at
the time, but may be missed when conditions change.
Still, if you are picking an Asia or emerging markets
trust, you continue to have plenty of choice.

Choosing a core

First, there are broad funds — essentially, the core
holdings. For an Asia-focused fund, there are options
such as Schroder Asian Total Return or Schroder Asia
Pacific Fund (LSE: SDP). For a wider emerging markets
mandate still heavily weighted towards Asia, you might
look at Templeton Emerging Markets (LSE: TEM) or
Fidelity Emerging Markets (LSE: FEML) — the latter has
the ability to go short as well as long.

Some of the Asian income funds are in practice also
fairly focused on growth these days. JPMorgan Asia
Growth and Income (LSE: JAGI) explicitly targets
growth and uses an enhanced dividend policy (see
page 10) to pay 6% of NAV per year
out of capital and income.
Schroder Oriental Income
(LSE: SOI) - likely to
make it onto the AIC’s
dividend heroes list
soon —also looks for
growth rather than
just high yields, while
still reducing exposure
to AL Conversely, a trust
like Henderson Far East
Income (LSE: HFEL) has a very different
approach, aiming to maximise dividend payouts.

pppppp
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Shifting the balance
However, some other funds in the sector look very
different. Take BlackRock Frontiers (LSE: BRFI). This
is not a frontier market fund in the usual sense (eg, its
mandate isn’t linked to the MSCI Frontier Markets
index). Instead, it can invest outside the eight largest
markets in the emerging markets index. You get a
portfolio that’s diversified among countries such as
the United Arab Emirates, Saudi Arabia, Kazakhstan,
Kenya, Indonesia and Poland, with 40% in financials.
This is a bottom-up strategy and country weights will
change — but put that alongside, say, Schroder Asian
Total Return or Templeton Emerging Markets (or
Schroder Oriental Income or JPMorgan Asia Growth
and Income) and the balance of your portfolio shifts.
Barings Emerging EMEA Opportunities (LSE:
BEMO) had to diversify away from Eastern Europe
following Russia’s invasion of Ukraine, which has
frozen what was then 28% of its assets; it now has a
one-of-a-kind focus on emerging Europe, Africa and
the Middle East. Again, this is a very bottom-up fund:
it’s about the opportunities that it can find in these
lower-profile markets rather than the overall economy.
Mobius (LSE: MMIT) has had a tough spell and
shrank significantly in a tender offer in December,
but it is a distinctively different mid-cap and small-
cap strategy, run by the very experienced Carlos von
Hardenberg. Hopefully its fortunes will pick up —as
they have shown signs of doing — as this is exactly the
kind of trust that gives investors more options. The Asia
mid and small cap trusts such as Aberdeen Asia Focus
(LSE: AAS) are also a way to focus on the region while
shifting towards under-researched stocks.

Looking for specialists
The country funds speak for themselves: you only
pick, say, Fidelity China Special Situations (LSE:
FCSS) or India Capital Growth (LSE: IGC) or Vietnam
Enterprise Investments (LSE: VEIL) to back those
particular markets. The choice of these versus Aberdeen
New India (LSE: ANII) or VinaCapital Vietnam
Opportunity (LSE: VOF) or Vietnam Holding (LSE:
VNH) will depend on your large cap versus mid/small
cap preference or how much you want in unlisted
stocks. Also take into account the manager’s style.
Baillie Gifford’s Pacific Horizon (LSE: PHI) is very
different to the other Asia trusts and much more like the
other growth trusts run by its manager. It has over 60%
in technology; if you want to double down on tech,
growth and innovation, this would be a bold way to go.
At the other extreme, there’s Utilico Emerging
Markets (LSE: UEM), which focuses on infrastructure
and utilities for a steady income. Its largest country
weight is Brazil, followed by the Philippines. You don’t
see an allocation like that in
many portfolios.

In association with Schroders Asian Investment Trusts
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Alternatives

Not so simple as NAV

Valuing private equity, renewables and real estate requires
more than looking for large discounts, says Danielle Levy

Investment trusts have long been a fertile hunting
ground for bargain hunters, who can seize the
opportunity to buy a trust when its shares are trading
well below the value of the assets it owns. However,
the past four years have presented investors with a
challenge: how can you spot a genuine bargain when
such a large proportion of the sector is out of favour and
trading at a persistent discount to NAV?

The problem is particularly severe in the alternatives
sectors such as private equity, commercial property
and renewable energy. At present, these are trading at
average discounts of 18%, 21% and 26% respectively.

This reflects a combination of factors. Higher
interest rates made cash and gilts appear more attractive
in comparison to income-focused trusts. Investors
had started to question whether reported NAVs across
private equity and property trusts fully reflected weaker
market conditions. Cost-disclosure rules have made
many trusts look expensive, putting off certain groups
of buyers — notably those who had to pull through the
trusts’ ongoing changes in their own reported charges.

Finally, the traditional buyer base for trusts has
shrunk due to consolidation among wealth managers.
With fewer firms managing larger sums, wealth
managers have been less inclined to allocate to some
trusts because of the potential liquidity constraints.

Not all discounts are equal

Still, after four long years, discounts in most sectors
have shrunk significantly. So do wide discounts across
private equity, property and renewables offer value? Or
is their persistence a reason for caution?

“Not all discounts are made equal,” says Charlotte
Cuthbertson, co-manager of the MIGO Opportunities
Trust (LSE: MIGO), which targets discounts in closed-
ended funds, as well as the equivalent strategy within
AVI Global Trust (LSE: AGT). By this, she means that
discounts can tighten in two ways: if the NAV falls and
moves down to the share price, or if the share price
moves up towards a higher NAV. Clearly, only one of
these is what investors want.

This brings a key question to the fore: how relevant
is the NAV as a metric for valuing a trust’s shares? The
answer to this question is not clear-cut and largely
depends on what the trust invests in. If the trust holds
illiquid assets like property, infrastructure or stakes in
unlisted businesses, there may be a wide range of inputs
that inform the NAV. These will vary trust by trust and
can often be open to interpretation.

For example, there are many elements that make up
the valuations of renewables trusts, says Cuthbertson.
“It is made up of discount rates plus the power-price
curve, plus tax assumptions, plus inflation assumptions.
There’s also lots of other moving parts that valuers are
looking at.” These might include subsidies, gilt yields
and weather conditions for renewable energy trusts.

Validation through transactions
“I think with some of these alternative asset classes, the
NAVs are a little bit made up,” says Daniel Lockyer, a
senior fund manager at wealth manager Hawksmoor.
As aresult, the NAV should simply be viewed as a
guide to what the assets may be worth. A more accurate
indication is to look at recent asset disposals the trust
has completed, because this is a test of what price they
can actually achieve in the current market.
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“How can
you spot

a genuine
bargain when
so much of
the sector

is trading a
persistent

discount to
NAV?”

“As well as transactions, I think the other way to
value some of these alternative assets is the yield that
you get and therefore prospective total returns going
forward,” he says. For example, The Renewables
Infrastructure Group (LSE: TRIG) offers a 10% yield
that is well covered. “You know that unless something
goes particularly wrong, you are going to get that 10%
yield. That is your expected return over the next 12
months and if they are able to add any value through
growth investments within the portfolio or the discount
narrows, that is a bonus.”

In addition, he points to TRIG’s recent sale of a
sizeable asset in the portfolio —its 17.5% stake in the
Beatrice Offshore wind farm for £155m — which took
place at a 4% discount to its carrying value. The trust’s
own shares currently trade at a 24% discount to NAV.

Renewables versus infrastructure
Renewable-energy trusts have been hit by a long list
of sector-specific factors, including the government’s
decision to switch the inflation linkage on certain
subsidies from the retail price index (RPI) measure
of inflation to the lower consumer price index (CPI),
thereby reducing the revenue they expect to generate.
This is turn affects NAV, which in this sector is based
on the discounted value of future cash flows.

Issues such as these have resulted in a “loss of faith
in NAVs”, says Ashley Thomas, an infrastructure and
renewables analyst at Winterflood. This is especially
clear when you compare discounts in the renewable-
energy sector with those on general infrastructure
trusts: renewables trusts trade on an average discount of
23%, while infrastructure funds are on 9%.

“I think part of the reason there is more confidence
in the infrastructure names is because the NAV growth
profile has been more stable and resilient, generally on
an upward trajectory of 8% to 10% NAV total return
growth,” says Thomas. “The second element is there
has been a greater demonstration of disposals at NAV
or even at a material premium to NAV.”

Nevertheless, there is selective value to be found
in the sector. Gresham House Energy Storage (LSE:
GRID) is one to watch on an 18% discount, he says.
The trust has financing in place for its projects, which
should translate to NAV growth and healthy cash
generation. This could result in it becoming a takeover
target for a larger integrated utility company.

Finding value in property
For real estate investment trusts (Reits), the NAV —
often used interchangeably with net tangible assets
(NTA) —is typically based on what the Reit’s external
valuers say the assets could sell for in today’s market,
using comparable transactions. So there are fewer
assumptions and moving parts, although there can
clearly still be some uncertainly in valuations.
However, investors need to remember that NAV
is just a snapshot of the trust’s balance sheet at a
particular point in time, says Bjorn Zietsman, a real
estate equity analyst at Panmure Liberum. “We
think NAV is the wrong metric to begin with. As a
shareholder, you don’t receive the NAV, you receive the
return on equity that the company generates.”

If you are trying to value a Reit, the starting point
should be the potential returns you can expect as an
investor, he says — namely the net income generated
from its properties and how this should grow over time.

In the US, investors and analysts focus on the price-
to-funds from operations (P/FFO), rather than NAV.

In association with Schroders Asian Investment Trusts
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This measures cash earnings generated by the property
portfolio and is essentially the real estate equivalent of
the price-to-earnings ratio. Should UK investors also
consider adopting this approach?

P/FFO provides better insight into the returns you
could receive as a shareholder, says Zietsman. But he is
not convinced this is the solution, since it doesn’t always
factor in future returns from pipeline investments.

For example, Segro (LSE: SGRO), which invests in
warehouses and logistics “has a multi-year data centre
pipeline which could essentially increase the NAV by
well over 50% and compensate shareholders through
cash returns”. The Reit has recently agreed to a takeover
bid from giant US rival Prologis at a premium of around
40% to its undisturbed share price. It was trading at an
18% discount to NAV before Prologis made its move.

NewRiver Reit (LSE: NRR), which invests in retail
parks and shopping centres, is one to watch now, he
suggests. Itis on a 23% discount and an 8.2% yield.

Unloved private equity

Many private-equity trusts also trade at wide

discounts for sector-specific reasons. Private-equity
funds historically had a good record of exiting their
investments in their companies promptly and at NAV or
a premium to NAV. However, this hasn’t been the case
over the past few years. “That ability to realise assets in
the last few years at all, let alone at a premium to NAV
or carrying value, has been difficult,” says Lockyer.

“There is a nervousness around the private equity
model in terms of how much was cheap debt previously
fuelling returns,” agrees Cuthbertson. “Ultimately, who
is going to buy these companies going forward?”

As a result, “it has become an asset class that people
are not allocating to”, says Lockyer. “I think it is an area
where something has to happen. I wouldn’t be surprised
if big corporate action takes place.”

In association with Schroders Asian Investment Trusts
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Still, Hawksmoor holds Oakley Capital (LSE: OCI),
currently on a 33% discount to NAV. “If you think the
NAV is going to do okay —let’s say 10% a year —and
the discount stays the same, that would be fine because
you are still getting 10% if the discount just tracks the
NAV,” says Lockyer. Oakley is also in the MIGO and
AVTI portfolios, with Cuthbertson describing it as a
“standout performer”. HarbourVest Global Private
Equity (LSE: HVPE), on a 26% discount, is among
her other holdings, as is Chrysalis Investments (LSE:
CHRY), which is a “special situation”. It is currently in
wind-down and trading at a 45% discount.

Taking action

The silver lining to persistent discounts is that boards
are increasingly taking action — albeit sometimes
under pressure from disgruntled shareholders. This
includes share buybacks, strategic reviews, tender
offers, managed wind-downs, continuation votes and
contingent continuation votes. So far, these have had
varying degrees of success, which can be down to
factors that are specific to the trust.

If you have invested in a trust that trades on a wide
discount and that is selling assets at or above NAV, you
should feel encouraged to see the board recycling the
cash into share buybacks, says Thomas. He views this
as a prudent use of capital. Higher dividends and tender
offers are also welcome, adds Lockyer. “It gives you
comfort that the board and the manager are thinking of
shareholder returns.”

Activists can play a helpful role in unlocking value.
“We don’t have a problem with activism,” says Lockyer.
“We think it is healthy within the sector.” However,
activists must also do their research to be confident
the NAV is realisable and the discount is genuine. “It
doesn’t always work,” he says, pointing to what he
describes as Saba Capital’s “scattergun” approach.
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Tips

More top trusts to consider

These selections show off the range of

options in the investment trust sector

‘ x Te asked five investment trust experts to suggest a
trust that they particularly like at present, either
as a short-term opportunity or a longer-term hold.

Andrew McHattie

Literacy Capital (LSE: BOOK) offers investors an
unusual approach to private equity, taking a patient,
long-term view rather than working towards exits
within a fixed fund life. That approach has already
produced some exceptional realisations, while interests
are unusually well aligned: there is no performance
fee and the Pindar family owns just under 40% of the
shares. However, the early excitement following its
listing just over five years ago has faded. After soaring
by 230% in three years, BOOK shares have de-rated
sharply as NAV growth has stalled, leaving the shares
on a 36.7% discount. I think the market has over-
reacted. NAV remains close to its all-time high, the
portfolio contains fundamentally attractive businesses,
and some previous detractors are now contributing
positively. Further valuation uplifts are also expected,
while a possible move to the main market could
improve demand for the shares. I believe the original
investment case remains intact and rate BOOK a
medium-term buy for patient investors. The trust also
donates to charity — it looks like a “win-win”. (299p)

Andrew McHattie has been the editor of Investment
Trust Newsletter (tipsheets.co.uk) since 1996. It
celebrates its 30th anniversary in November. A digital
subscription is £149.

David Stevenson

Fears about out-of-control fiscal deficits and inflation
that remains stubbornly above trend will feed into a rally
for gold again at some point. I regard the recent weakness
in gold prices as a buy-the-dip opportunity, and gold
equities represent good value — not least because current
gold prices provide a huge safety cushion for miners.
Gold and silver miners’ cash flows are surging. One
vehicle ideally positioned to benefit is Golden Prospect
Precious Metals (LSE: GPM), which is under new
management; the experienced mining equities team at
Baker Steel (which runs an existing mining fund listed on
the LSE) is taking over the mandate. The board has also
announced that the fund will aim to pay an increased
regular dividend. T have a lot of faith in the Baker Steel
team and suspect that, given the dividend requirement,
they will orient the junior-miner portfolio toward the
more cash-rich end of the spectrum. It’ll be a volatile
ride but I think a rewarding one, long-term. (110p)

David Stevenson writes the Adventurous Investor
Newsletter (davidstevenson.substack.com) and
founded The InterSection (theintersection.news),
where traditional finance and digital finance meet.

James Carthew

From within my portfolio, I am going to single out
GCP Infrastructure (LSE: GCP), which aims to pay out
an attractive dividend (currently an 8.5% yield) while
preserving investors’ capital over the long term. The
company provides debt to infrastructure investments.
That means it is sitting in a less risky part of the capital
structure than most other infrastructure funds, in a
sector known for its predictable cash flows. GCP is
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trading on a discount of 17%. This has been narrowing
but there should be further to go as the manager is
operating within a strict capital allocation policy that
basically says it won’t make a new investment until

it can demonstrate it would earn a higher return for
investors than buying back shares. The manager is
conservative and has been taking advantage of the
current higher interest rate environment to lower
portfolio risk rather than chase higher returns. I think
this abundance of caution is attractive in the current
environment. (82.5p)

James Carthew is head of investment companies
research at QuotedData (quoteddata.com).

Jonathan Davis

Cordiant Digital Infrastructure (LSE: CORD) has
beaten its 9% annual return target every year since
IPO in 2021 with a 14% annualised NAV total return
to date and a current 3.6% dividend yield. The last

full year dividend was 1.7 times covered by cash flow.
Cordiant’s portfolio of mobile and broadcasting towers,
fibre networks, and data centres in four mostly fast
growing European countries includes £950m of long-
term inflation-linked contracts, giving strong revenue
visibility and future growth potential as demand for AT
and cloud services builds out. Having unfairly widened
to 50% at one point, the discount is around 11%, but
still good value with a now proven record and positive
growth outlook. It has been a member of the FTSE 250
index since June, having moved to a premium listing,
and liquidity has improved. Management own more
than £20m of shares. It could fly if the shares rerate
further, making new issuance possible. (124p)

“Gold and

Jonathan Davis is the editor of The Investment Trusts . . 1

Handbook 2026 (Harriman House) and the host of the silver miners

Money Makers podcast (money-makers.co). cash ﬂOtUS are
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Max King surging

It’s easy to dismiss the £7.5bn F&C (LSE:
FCIT) as a big, boring global
trust that plods along steadily
but is not for serious investors.
That would be a mistake.
F&C’s record of 18% over
one year, 56% over three and
69% over five is very close to
the MSCI ACWT index while
other managers have found
the global index very
hard to beat. Slight
under-performance is

a cost worth paying for
F&C’s ability to protect
against down markets. Its
consistency, resilience and
ability to adapt makes it
suitable as the backbone of any
portfolio, as a one-stop shop
for investment or as a buy-and-
forget holding in a pension fund,
junior Isa, or any other lock-
away. With charges of just 0.45%
per annum and on a 10% discount,
it’s also pretty good value. (338p)

©Getty Images

Max King is a former fund manager and
writes regularly for MoneyWeek
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Powerful long-term trends are driving Asian growth and creating world-leading
companies in the region. Schroder AsiaPacific Fund seeks out those enterprises
steadily building market dominance — from young innovators to global brands.
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