
staples, utilities and health care. 
Cyclical sectors were the main 
laggards, with industrials, financials and materials all producing 
negative returns. 

The future composition of the US Supreme Court was much 
discussed in June after Justice Anthony Kennedy announced his 
retirement. But for us, a more immediately interesting development 
was the Supreme Court’s ruling that opens the door for US states to 
collect sales tax from online retailers even if they don’t have physical 
presences in the state in question. This potentially removes a key 
disadvantage faced by bricks-and-mortar retailers. 

Among the beneficiaries could be two of our portfolio’s ‘ugly 
ducklings’: GAP and Macy’s, which were among our best performers 
in June. Shares in these two US retailers have long been out of 
favour, as their sector adjusts to changing shopping habits. But 
we believe that investors have been premature in forecasting the 
demise of physical shops. Shopping can be seen as a leisure activity 
rather than merely a utilitarian act, and people like to see and 
feel what they are buying. By taking an ‘omni-channel’ approach, 
traditional retailers gain advantages through their physical presence 
and the greater convenience of collections and returns. The 
Supreme Court’s decision levels the playing field on price, allowing 
the likes of GAP and Macy’s to press these advantages home and 
challenge investors’ negative perceptions.

These stocks exemplify the kind of undervalued opportunity that we 
seek out for our portfolio. The current bout of global turbulence is 
likely to throw up many more such opportunities, as investors tend 
to overreact to developments. We will be watching carefully for 
them as they arise. 
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Performance

Total return on £100 to 30 June 2018 6 months 1 year 3 years 5 years 10 years
Share price (1) 103.2 113.8 150.3 178.7 235.8
NAV per share (2) 103.9 111.7 151.1 172.1 227.4
MSCI All Countries World Index 102.0 108.9 150.8 180.1 264.8
MSCI UK All Cap Index 101.7 109.4 131.5 151.6 209.2

Summary balance sheet

30/06/2018 31/05/2018 Total return

Market capitalisation £685m £675m
Total assets £856m £845m
Borrowings at amortised cost £84m £84m
Net assets (3) £771m £760m
NAV (2) per share 959.9 940.8 2.0%
NAV (3) per share 986.8 968.6 1.9%
Share price 877.0 860.0 2.0%

(1) Net income reinvested and before expenses are deducted.
(2) With borrowings at market value (3) With borrowings at amortised cost

The figures refer to the past and past performance is not a reliable indicator of future results. 
The value of shares and the income from them can go down as well as up as a result of 
market and currency fluctuations. You may not get back the amount you invest. Exchange 
rate changes may cause the value of non-sterling investments to go down as well as up.

Contact US …to get in touch and find out more
 info@thescottish.co.uk    0131 225 7781

The Scottish Investment Trust PLC, 6 Albyn Place, Edinburgh EH2 4NL

www.thescottish.co.uk

       @ScotInvTrust The Scottish Investment Trust PLC

ALASDAIR MCKINNON

Company information

Company founded 1887

Manager Alasdair McKinnon

Onuncapped Figure (OCF)

Dividend yield 2.3%

Number of listed holdings 53

Gearing (2) 4%

Discount to NAV (2) 8.6%

Ongoing charges figure (OCF) 0.49%

The Company’s discount policy aims, in normal market conditions, to 
maintain the discount to NAV at or below 9%.

Link to our  Annual and Interim Reports

In sterling terms, global markets were little changed in June. The month 
was characterised by considerable volatility, however, as concerns grew 
over the US’s apparent willingness to wage trade war on the rest of the 
world. The US administration was reported to be considering blocking 
China’s access to US technology, and President Trump also took to Twitter 
to chastise Harley-Davidson for its decision to circumvent protectionist 
measures by moving some production out of the US. The President told 
the company it would be “taxed like never 
before”.

Although President Trump’s meeting with North 
Korea’s Kim Jong-un in Singapore was largely seen 
as a success, it had little effect on markets. Nor did 
the widely anticipated US Federal Reserve’s decision to raise interest rates 
by a further 25 basis points. More significantly, however, the European 
Central Bank signalled that it would bring its €2.4 trillion asset-purchase 
programme to an end. This raises the question of how markets will 
respond to a world without quantitative easing, a policy that has helped 
to sustain asset prices since the financial crisis.

With its sterling return amplified by the strength of the dollar, North 
America was by far the best-performing region. Europe was the only 
other major region to produce a positive return. Emerging markets were 
notably weak. Both Latin American and the Asia-Pacific (ex Japan) region 
registered declines as foreign investors withdrew and local currencies 
slumped. 

Given all the global uncertainties, it was perhaps unsurprising that the 
strongest sectors were those traditionally seen as defensive: consumer 

www.thescottish.co.uk/subscribe
Subscribe to receive our newsletter, factsheet and other highlights 

Concerns grew 
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war
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Top 10 holdings (30 June 2018)

Holding Sector Country £m %(4)

Tesco Consumer Staples UK 38.8 4.5
Rentokil Initial Industrials UK 33.3 3.9
GlaxoSmithKline Health Care UK 29.4 3.4
Gap Consumer Discretionary US 28.8 3.4
Suncor Energy Energy Canada 28.3 3.3
Newcrest Mining Materials Australia 27.5 3.2
Royal Dutch Shell Energy UK 27.4 3.2
Macy's Consumer Discretionary US 26.6 3.1
Standard Chartered Financials UK 25.6 3.0
ING Financials Netherlands 23.2 2.7
Aggregate of top 10 holdings 288.9 33.7

(4) Percentage of total assets

IMPORTANT INFORMATION
Please remember past performance is not a reliable indicator of future results. The value of shares and the income from them can go down as well 
as up as a result of market and currency fluctuations. You may not get back the amount you invest. 
The Scottish Investment Trust PLC (the Company) is not authorised to give financial advice. This information should not be considered an offer, invitation, 
recommendation or solicitation to deal in investments. The Company has a long-term policy of borrowing money to invest in equities (‘gearing’) in the 
expectation that this will improve returns but should stockmarkets fall, such borrowings would magnify losses on these investments.  SIT can buy back and 
cancel its own shares.  All other things being equal this would have the effect of increasing gearing.
All sources the Scottish Investment Trust unless otherwise stated. 

Issued and approved by SIT Savings Ltd, registered in Scotland No: SC91859. Registered office: 6 Albyn Place, Edinburgh, EH2 4NL.  
Authorised and regulated by the Financial Conduct Authority. 

Telephone: 0131 225 7781 | Email: info@thescottish.co.uk | Website: www.thescottish.co.uk

By Sector

8%19% 9% 18% 4% 5%

Distribution of total assets (30 June 2018)
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Our Objective
To provide investors, over the longer term, with above-average returns through a diversified portfolio of international equities and to achieve dividend 
growth ahead of UK inflation.

Our High Conviction, Global Contrarian Investment Approach

n We are contrarian investors.
n We believe markets are driven by cycles of emotion rather than 

dispassionate calculation. This creates profitable investment 
opportunities.

n  We take a different view from the crowd. 
n  We seek undervalued, unfashionable companies that are ripe for 

improvement.
n  We are prepared to be patient.

n  We back our judgement and run a portfolio of our best ideas, selected 
on a global basis. 

n  Our portfolio is unlike any benchmark or index and we fully expect to 
have differentiated performance. 

n  Our approach will not always be in fashion but we believe it delivers 
above-average returns over the longer term, by which we mean at 
least five years.

QUARTERLY DIVIDEND 
PAYMENT

FIRST INTERIM 

SECOND INTERIM 

THIRD INTERIM 

FINAL

n    May

n    August

n    November

n    February

Increasing our regular dividend for 
34 consecutive years
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Link to more about our philosophy, approach and process

Link to a full list of holdings
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