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The first 100 years: |
from £40,000 to £218 million

THE REVERSIONARY
Association Limited was incor-
Eoraleu in Edinburgh on 13th

ebruary 1889, lts Managers
were Scott-Moncrieff, Thomson
& Shiells and its Registered
Oflice 17 Melville Strect. The
principal object of the Company
was stated as:

“To purchase, sell. or deal in
Reverstonary, or Contingent. or
Life Interests, or in Annuitics or
Policies of Assurance™.

The capital of the Association
was  £100,000, divided inwo
20,000 shares of £5 each and
8,080 shares were initially taken
up by 134 Sharcholders.

By the turn of the century, the
business of dealing in Rever-
sionary interests had begun to
decline, and funds were invested
increasingly in stocks and shares.
By the 19205 the Company was
no longer conducting rever-
sionary  business. but had
become an Investment Trust, In
1926, therefore, it changed its
name to Sccurities Trust of Scot-
land Limited and increased its
Share Capital to £500.,000.

In 1960 there was a scheme of
Arrangement and Amal-
gamation  between  Securitics
Trust of Scotland  Limited,
Second Securities Trust of Scot-
land  Limited, Melville Trust
Limited and The Qregon Mori-
gage Company Limied. This
became effective in 196! and 1he
Consolidated Balance Sheet of
that year shows Issued Share
Capital of over £7 million and
Total Asscts  Attributable to

Share
ntillion.

In 1908, the Board of the
Company elected to have more
direct control ofits management
and came 10 an arrapgement
with Scott-Monerief{, Thomson
& Shiells, whereby wwo of their
partners Messrs AL D, R, Mace-
phail and D, L. Skinner were
appointed Manager and Assis-
tant Manager of Securities Trust
of Scotland Limited. At the
sanre time the Registered Office
was moved to 1§ Chester Street,

In 1972 Apgus Macphail and
David Skinner became partiers
in Martin Currie & Company
who_were appointed Managers
and Secretaries of the Company,
and the Registered Office was
moved to 29 Charloue Square. !
The  partnership  of  Matin
Currie was incorporated in 1983
and Martin Curric lnvestment
Management Limited continue
to be Managors and Secretaries,
with Robin Young leadling the
team responsible for the Cow-
pany’s portfolio. (Angus Mac-
phail has retired and David Skin-
ner is now Managing Director of
Martin Currie.)

In March 1989 the called up
Ordinary Capital of the Com-
pany is £40,040,000 which, with
the  proposed  capitalisation
issuc, will inerease to
£80,080,000, and Sharcholders®
funds of over £218 million are
owned by 11,353 Sharcholders, a
notable advanes from the small
beginnings one hundred years
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Capital of over £13
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Notice is herehy given that the One hundred und first
Anmal General Meeting of Securities Trust of
Seatland p.l.c. will be held at 29 Charlotte Square,
Edinbugh EH2 4HA, on Wednesday, 28th June
1989, at 12,30 p.m., 10 consider the following
resolidions;

lo receive the Report of the Directors and the A ccounts
Jor the year ended 31st March 1 089;

to declare a dividend;

to re-elect Mr R. Young as a Director;

to re-elece Mr R, A. B. Miller as a Director;

to re-eppoint Mr R. M. Sinclair, ¢.4., as Auditor;

to authorise the Directors to fix the remuneration of
the Auditor for the year ending 31st March 1990,

and to transact any other ordinary business of the
Company,

By Order of the Board

AL o

Martin Currie Investment Managément Lid.
Secreteries

-~

29 Charlotte Square
Edinburgh EH2 4HA

3th June 1989

Notes

The Report and Accounts are cireulated to Ordinary
Shareholders, Preference Stochk: Sders and Debenture
Stuckkolders of the Company, bus only the Ordinary
Sharchalders are entitled to aitend or rote at the
meeling.

A member entitled to attend and vote may appoint a
proxy in his stead who need not be @ member of the
Cormpany. Proxies to be ralid must be lodged at the
olfice of the Registrar not less than Jorty-eight hours
before the time of the meeting. 4 Jorm of proxy is
enclosed,

There are no contracts between the Company and the
Directors. A copy of the Service Contract between the
Company and Martin Currie Investment Management
Ltd., which is reforred to in the Directors® Report, will
be available for inspection at the meeting.

Subject to confirmation at the meeting, the Ordinary
Dividend will be payable on 3xd J uly 1989 ro
Sharcholders on the Register on 8th June 1989,

The Register of Directors’ shareholdings will be
avedable for inspection at the meeling,




The objective of the Company is o
achieve a growth in income with a
consequent increase in capital value,
This aim will be accomplished through a
halanced portfolio of investments
diversified both internationaily and
industrially. A common characteristic
will be the potential for strong earnings
and dividend growth to provide
increasing dividend income for

shareholders.

Enrnings per Ordinary Share

----------------------------------

.................................
.

Net Asset Value of each Ordinary Shave

Prior charges at par

...........................

---------------------

.......

------

------------

189.710

118.5p
118.7p

98p

o
-,

M -

M -

The Year in Drief

year ended 31st March 1989

% change

+21.5
+25.0

4-15.1

+15.0

+15.2



The Board of Directors (left r right) John Weir, David
Birrell, Bill Morrison, Robin Young, Tim Lewis and Ronaild
Miller,

Directors (All non-Executive)

T. 8. Lewis, Chairman
D, Birrell

R. A, B, Miller, C.B.E.
W. M. Morrison

J. M. Weir

R. Young

Timothy 5. Lewis (67) was appointed to the Board in 197]
and beeame Chairman in 1983, Before his retirement he
was a Director of Scottish & Newcastle Breweries p.l.c.

Darid Birreil (64) was appointed to the Board in 1977, He
is Senior Partner in Dundas & Wilson, C.5., the Edinburgh
Solicitors and a Director of the Clydesdale Bank PLC,
Scottish Life Assurance Company and Saltire Insurance
[nvestments p.l.e.

Ronald A, B. Miller (52) was appointed to the Board in
1983. He is Chairman and Chiel Executive of Dawson
International PLC, a Director of Christian Salvesen PLC
and "The Scottish Amicable Life Assurance Society,

William M. Morrison (62) was appoinled in 1980, He is a
Direelor and was, until his retirement, General Manager of
the Scottish Life Assurance Company.

Jolin M. Weir (64) has been a Director of the Company
sinee 1967 and is a Director of Sidlaw Group p.l.e,

Ruobin Young (62} was appeinted to the Board in 1980, He
is a Director of Martin Currie Investment Management
Lul., The Edinburgh lnvestment Trust and Scottish

a

Faquitable Life Assurance Society.

Hausgers and Secretaries
Martin Currie Investment Management Lid.
29 Charlotte Squars
Edinburgh EH2 4HA
‘Telephone 031-225 3811
Telex 72505 MCCQO G

Maitin Qurrie Investuent Management Ltd. ta member of
IMRO) is a wholly owned subsidiary of Martin Currde Lid,
which wus formed as & parinership in 1881 and has heen
exclusively involved in investmenl management sinee
1958, Martin Currie, based in Edinburgh, is » leading
independent investment management group.

‘Total funds under management at 31st March 1989
amounted to £2,318 million under the following categories;

Investinent Trust Companies £842 million

Scotlish Eastern [nvestment Trust
{investing for capital growth)
Securities Trust of Seatland
{ineesting for income growth}

St Andrew Trust

(investing in smaller companies)
Manin Curric Pacific Trust
finvesting in the Pacific area)
Tax exempt funds

Charities, UK, and U.5, Pension Funds
Unit Trusts

£1,167 millisn

£309 million

Manin Currie Unit Trusts Ltd., o wholly ewned subsidiary
of Martin Currie, manages eight unit trusts.

Manin Currie’s Chairman, Barry Stewwart, leads ateam of
22 investment management snd 64 administrative
personnel in their offices in Chatlotie Square, Edinburgh.
Robin Yeung is the Martin Currie Director who i3 most
specifically involved in the management of Securities
Trust. He heads a tean of specialists who are identified on
page G, all of whom have particular geographical
responsibilities.

Auditor

R. M. Sinclair, C.A,
3 Albyn Place, Edinburgh EH2 4NQ

Bﬂnkers: .
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The Royal Bank of Scotland p.i.c.
The Chase Manhattan Bank N.A.

The Royal Bank of Scotland p.l.c.

Registrar Department

P.0. Box 435

Owen House

8 Bankhead Crossway North, Edinburgh EH11 4BR
Telephone 031-442 4111




bam pleased to report that we have had another vers
satisfiuctory year with both income and capital
reaching record year-end levels, Earnings grew from
3.72p o 4.52p and your Board are recommending a
25% increase in the annuat rate of dividend 1o 4.50p
which, il approved at the A.G,M., will amount 1o a
very full distribution of eamings. One reason for this
larger than normal distribution is that on the 13th
February your company completed 100 years in
business and it was agreed that the most appropriate
way 1o celebrate the event was by paying as high a
dividend as possible, In wldition 4 free distribution
of one new share for cach share heldd is proposed,

Assuming the dividen is approved, sharcholders will
be receiving income from their investment, afier
deducting the standard rate of tax, at nearly three
times the level of five years ago and over five times
the level of ten years ago. Shareholders capital, in
terms of the net asset value of their shares, has more
than doubled in five years and more than guadrupled
in ten. In both periods the capital performanee has
been superior to the capital increases in the

. Financial Times All-Share index.

The 15% growth in net asset value over the year was
less than the rise in the index. due mainly 1o our long
term approach to investment and to the cost of buying
forward Ven to cover the repayment of a £20 million
Yen loun.

I'was glad to see in the last Budget that the
Chancellor proposed that the amount individuals
should be allowed to invest in Personal Equity Plans
would he increased to £4,800, (4 is disappointing that
the very small amount 1o be allowed to be invested in
what 1 consider to he the ideal, vehicle for private
inventors, Investiment Trusts, is to be restrieted 1o
only £750 unless over 75% of a Trust's portfolio,
exeluding convertible stock. i invested in the UK.
Presumably the thinking behind this ruling is 1o
support demestic companies despite the facl that
many of then have much move than 25%. of their
interests overseas, Tt also ignores the positive effect
on this countey’s continuing balance of payments
problem which is helped considerably by income

from overseas imestment. In this vontext Securities
Trust contributed some £2 million of **invisible
earnings” in the year under review. Because we
intend 1o retain our inten.ations! flexibility your
Board decided ithat it would not be in the best
interests of sharcholders to adjust the portfolio to
qualify for the larger proportion of PEP tund money.

| am delighted to welconte so many new shareholders
to the company. As | have suid hefore | regard an
Investment Trust as one of the hest means for an
investor lo achieve maximum benefit at the east risk
to capital. The gencral awareness of my views
appears to be spreading. Af the end of March we had
11,558 sharcholders compared with 8,518 last year
and of these 2,510 have joined us through the Martiu
Currie Savings Plan,

The outlook for the year to March 1990 is somewhat
uncertain, Steps taken to resirict economic growth to
sustainable levels and 1o contain inflalionary
tendencies in the world will make life harder for
industry and commerce. Profit growth is likely to be
slower hut many opporlunities will be available to the
long term investor for both income growth aud capital
appreciation,

U will be retiring from the Board on 28th June, having
compleled 18 extremely enjoyable years with the
Company. During this (ime, and thanks 1o all
concerned with the Direction and Management, very
considerable success has been achieved.

I 'am very pleaseed that my colleagues have invited Mr
Bill Morrison to be my successor as Chairman. His
very wide experience as General Manager of the
Seollish Life Assuranee Compuny as well as his other
important connections with the word of finance will
continue to be an invaluable asset o the Company
and [ would fike 1o lake this opportunily of wishing
him all possible suecess and, at the same time, 10
thank my colleagues, the Managers and everyone at
Martin Currie for all their help and co-operation
during the past four years.

—-‘—"'""-_-'-— ”~

| e Lo ~

Tim Lewis

16th May 1989
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Martin Currie's tecm responsible for the management of
Securitics Trust's investment portfolio tleft 1a right) Robin
Young, fugh Sevmour, Michael Gibson and Tristan Clube,

Revenue

AR L T

Income from investments was £13.7 million in the
vear (o 31st March 1989 compared with £11.4
million in 1938. Part of this increase was due to the
extra income provided by the investment of additional
funds raised in the middle of the year when the Yen
equivalent of £20 million was borrowed for two years
at an interest rate of 5 9/16%.

After deducting interest on borrowed money and
administrative expenses pre-tax income rose from
£8.6 million to £10.2 million. After charging tox and
Preference Stock dividends earnings per Ordinary
Share rose 21.5% to 4.52p and out of this your Bonrd
recommend increasing total dividends for the vear by
25% 1o 4.50p.

Most of the improvement in income came from
holdings in the UK., .S, A, and Hong Kong in ail
of which countries corporate profits growth was
strong. In addition revenue henefited from the very
high short terin interest rates that were received on
cash deposits,

"l:ll'llh.‘ 1: Yi‘l"ll.l Profile

Pl B el b R 914 19838

% %
United Kingdom R 5.0
U.S.A. 5.7 5.5
Canuda 6.0 4.5
Japan 1,7 i
Haong Kong 5.1 5.
Total Portlolio 5.1 5.8
(T All-Share Inedex 4.2 22

R P TR T L T T )

The yield profile {Table 1) shows retumns higher than
those on the relevant countries™ equity indices
because approximazely 15% of funds is invested in
higher yielding convertible Loan Stacks ar
comvertible Preference Shares. In Japan dividend
yields are low but their equities have produced
consistent capital growth which allows part of the
realised gains 10 be transferred to higher yielding
investments elsewhere,

In the year ahead there are reasonable prospects for
further useful dividend increases from our holdings
particularly as pay-out ratios (the proportion of
camings paid out as dividends) ave at a low level
historically.

Capital

MR R S Y R YRR T

At 31st March the market value of the Trus’s
investinent portfolio was £25] million which compares
with £200 million a year ago. £20 million of the
increase is due to the investment of the Yen borrowing
referred to earlier. tn addition to the investments
there was £12.5 million of current assels available

for invesiment when opportunities arise.

Alter allowing for borrowings and Preference Stock,
tolal net assels attributable to Ordinary Shareholders
inereased in value during the year from £190 million
to £218 million with the result that the Net Asset
Value per share rose 15% from 1 18.5p 10 136,3p.
The change in Net Asset Value is compared with the

performance of the major stock market indices in
Table 2.

The overall performance was below that of the indices
due mainly to the cautious approach to investment in
the year under review and the cost to eapital of
buying forward Yen which will not be required il
the Yen Loan is repaid in September 1990,

Tadle 2: Capital Pevformance

....... Vie e e L N

Adjusted

{o

Actwal  Sterling

ot o

Net Assel Value per share +15.0 +33.0
Financial Times Af-Shave +20.0 +20.0
Standard & Poors Composite +13.9 +27
Tokyo Stock Exchange +15.0 +20.5

R L e




Tahle 3: Investment Changes 198889

Valuation

31.3.88

£000

Unired Kingdom 132,400
Fugape —
North America 36,104
Japan 21,688
Hong Kong 7,905
Brazil 1,592
199,689

Table 3 details the movement of funds geographically
duting the year, [t can also be scen that apart from
the investment of the additienal borrowing turnover
was relatively low. The wain change of smphasis was
gome reduction in Japanese holdings with most of the
funds reatised moving to Hong Kong. Sinee the end

at 3Lst March 1989

Total LA,
£M % M G
[nvestmenls 251.5 100.0 163.4 65,0
Net ( ~ent Asscts 12.5 12.9
264.0 176.3
Less:
Debentures & Loans (42.9) {12.9)
Preference Capital {(2.8) 2.8

--------------

..............

Aparl from the forvard purchase of Yen to cover the
Yen Loan referred w carlier there were no hedging
operations open at the year end. 1t will be seen that
alter dedueting the loan and Preference eapital the
curreney exposure of shareholders’ net assets is now
)% overseas with 279 in Dollars (North America
plus Hong Kong). V0% in Yen and 3% elsewhere
{Germany, Spuin and Brazil),

Purchases
OO0
28,712
3,055
15,413
14,931
2,764

........

Nales
2000
20,040
1,102
7,019
16,581
1,337

.......

nnnnnnn

Net
Appreciation
£000
22,334

95

4,839

2,011

2,557

........

Faluation
31.3.89
2000

163,406
3,958
48,737
22,009
11,889

--------

--------

of vur year the holding in Brazil has been sold at a
substantial profit. This table should be read in
conjunction with Table 4 **Geographical Distribution
and Curreney Exposure” and the table an page 19
where a full analysis delails the proportion of funds
invested in each sector of the market.

North
America
LM
48.7 19.4.

.......

.......

Japan

LM
22,1

.......

o
8.8

9.9

Hong
Kong

LM
1.9 4.7
11.0
1.9 5.5

-----

Other
Areas
M %
5.4 2.1
5.4
54 2.5

The number of companies in which investments were
held ot 3Est March totalled 122 giving an average
size holding of nbom £2 million. ‘This compares with
124 holdings and £1.6 million at the end of last year
In the following poges briel delails are given of the
largest holdings which laken together aceount for
305 of the portfolio,

Continued
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eonfidence in world stockmarkets sinee the end of
1987. Inflation is sti{ worrisome, particularly in the
U.K. where high interest rates have in themselves
added to the cost of living and are now leading to
higher wage demands. Un top of this, the U'.K. has a
setious balance of payments problem which is likely
to persist. However, looking ahead, the Government
with its large budget surplus is better placed than at

almost any time .n the past to control the domestic
economy.

In the U.S.A, investors are placing less emphasis on
the *“twin deficits’ which, unless there is a setback,
appear to be reaching manageable levels. Inflation,
though on a ricing trend, is unlikely to run out of
control, Furthermore, with the savings rule rising,
Loth bonds and equities are benefiting from the

--------

weight of mosey, domestic and foredgn, loaking for 2
home in whal is currently peroedved as a strong
curTency.

In the Far East, Japan is proving to be the engine for
a new and very imporlant economic apea whicl shows
every sign of continuing growth.

At present, in a higher interest rate enviponment, the
rate of profit growth from British and American
corporations is likely 10 be lower than in 1988 but
there is scope for higher dividend payments.

Against the present hackground the overseas
exposure in the portfolio may appear 1oo low,
However, a consideruble portion of our UK. haldings
have growing international earnings and we interal to
build up positions in these companies.

16th May 1989

The graph below shows the real growth in Assets and Dividends (to a base of 100 at 31st March 1984).
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Market Beview
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"The note of eustionus optimians struck in our Regunt
Jant year was more than justified by u 20 rive in the
FT All-Share Index over the year ending 31 Mareh
1989, ‘This performance, in local curreney terms,
compared fmvourably with other major equity markets
such as New Y ork and Tokyo and was similar o
gains recorded in Continental Eurspe,

The pavtern in the LK., however, was quite different
from that of other markets, with almost all the capilal
appreciation occeurning since the New Year. London
lagged hehind other stackmarkots in 1988 largely
because of “over-heating’” concerns, which we
discussed this time last vear, We warned then against
inflationary pressures anl likely balance of payments
problems and our fears were abundantly justified.
Treasury forecasts, on which the Chancellor's
stimulative 1988 budget was based. tumed out o he
much too sanguine on both inflation and the tracle
deficil, largely because the economy’s resilionce was
seriously undercstimated in the aftenaath of October
1987. n order to protect Sterling and cool the
cconomy down, bunk base rates had 1o be inereased
irom historically low levels of 7.5% last June 1o 13%
by the end of 1988, providing a difficult hack-drop
for both gilts and equities in the Latier half of lagt
year.

Since December, however, interest rates and the
trade deficil have stabilised, although inflation has
continued 1o inerease on g monthly basis, much of
which can be asceribed to higher mortgage and fuel
costs. Consumer spending has been under a eluu as
u result of high interest rates, but most parts of the
ceonomy still appear reasonably healthy, with the
"hard Landing™* fears of laie last vear supplanted by a
helief that a period of **stagflation™ will prohably only
lead to a temporary hiceup in economie growlh,
Despite the potential squeeze on the carporale seetor,
compuny prolit and dividend growth have been

impressive, aml show fow signs so fur of tailing off,
In sharp countrast to the low morale in 1he City ol
London, still plagued by Gver-capacity, inelustry is in
generally good fettle despite the problems of working

atnear full < apacits, Ve ander alvation by
intentational standards of the average LK. compam
is demonstzated by the continaing high level of
takeover activity, which shows 10 sign of abating,
and thi- has been of considerable heneit 1o the
portholio, Lemosate acquisitions haye Lielped fuel
nvestor liquidity, and strons in diational cash flow
lias heen one of the dynamie features behind the
market’s recent rise,

Investment Activity

Despite invesling a net £8.7 million in LK. Equities
over the year, the domestic proportion of the portfolio
felt marginaliy from 202 to 65% at 3151 March

1989, This refiected a year when sectors which have
heet iraditionally cmphasised in the portfolio for
their inherent dividend growth and vield
characteristies, such as oils and financial stocks,
fared ess well than the market as a whale, Some of
the largest holdings in the Trust, such as the vil

myjors, {ell into this under-pexforming category,

TS 2 7
dellite for whick the
primary sensor is provided by GEC's Marvon subsietiury.
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in volwile market conditions, convertible loan and
preference steeks continued to provide attractive
investment opportunities and our holdings were
increased. At the end of the year, convertibles
accounted for 16.0% of the U.K. portfolio.

Substantial new holdings in the portfolio included
GEC, Redland, Rolls Reyce and Standard Chartered,
all bought initially on a very attractive yield basis, In
some cases, such as GEC, there has already been a
significant re-roting of the shares.

The portfolio has continued to benefit from
*“takeover’’ interest, with substantial holdings such as
Consolidated Goldfields, Gateway (for the second
time) and Scottish and Newcastle all receiving bids in
the course of the year.

At the year-end, there were sixty-six quoted holdings
and three unquoted in the U. K. portiolio representing
an average commitment of £2.5 million. New entrants
in the **Largest Holding’’ list were GEG, Hanson,
Guinness and RTZ. The top twenly holdings in the
table represent 47.49% of the U.K. portfolio.

RTZ’s processing plant and dem at Paracatu Gold Mine in
Brazil,

m:'vmfgmu"

1
1

Shoppers at Saks Fifth Avenue, BA.T.'s flagship sm in
New York.

Investment Stralegy 4

Last year we pinned our faith in a firmer Dollar
helping sustain the economie cyele in the U.K. and
elsewhere. Indeed the London equity markel has
remained closely tied 1o New York and the British
situation is in many ways now comparable to
America’s, with both **supply-side’® economies
sulfering {rom large trade deficits, capacity restraints
and inflationary concerns, as a result of strong
economic growth. An important dilference belween
the two economies is, however, the large budgel
surplus in the U.K. which gives the Chancellor more
leeway o regulate demand than his opposite munber
in Washington,

We believe that the Conservative Government is
firmly committed to arresting inflation, even if this
means {urther intercst rate increases, i slowing
cconomy, of which there is mounting evidence,
should in titne ease pressure on the bulance of
payments deficil and inflation, and allow intevest
rales to {ali Lowards the end of this year. This conld
lead to a lower level for Sterling, which would he
helpful for equities.

There is no doubt that even in this relalively
oplimistic scenar.o corporate profit and dividend
growth will slow, as the economy decelerates. We
believe that this 1s largely discounted in current
share prices, henee the high propartion of assets
invested in the LK,

16th May 1989
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Valee- £10.004, [}0()

Largost damestic oil company and biggest company. in the
(.5, afier Britishk Telecom,

.......

Shell Transport and Trading

Voctree; L7, 738,000

[".K. arm of Royal Dulch, one of the world's leading
international oil ompanies,

Macdearald \!nrtm

Value: 24,656 ()UU
The Group is hcncﬁung from current reeovery in whisky
prices and strong performance of Glenmorangie,

B.A.T, Industries

------- L R I N A

Value: £4,887,000

Company has ufied highly cash generative tobaceo interests
to diversify into paper, retailing and {inancial services.

Allied Lyons

..................................

Value: £4,470,000
Second largest brewer in the UK

. Alan Bond owns 119 of
the equity.

Congolidated Goldfields

----------------------------------

Valye: £3,975,000

Diversified mining and agpregales company currently under
threat from Minorceo.

Cllumks & \lcEmm

..............

Value: £3,487, 000
Waste disposal company which owns around helf of the
availuble landfill capacity in the UK.

PR

..................................

Value: £3,267,000

Proposed merger with SmithKline will make the combined
group the second largest world-wide pharmaceuticnl
('()I]'Ipﬂll) .

- “ -

Trusthouse Forte

..................................

Vadue: £3,£2:4,000
Major UK. and international hotelier with interests in
cutering services ineluding Litle Chef,

Sculhs!t & ’wau:tle

Value: L3.010.060)
Seotland's leading brewer which has just fought off
wnweleome bisd approach from Elders in Australis,

---------

Bard.us

YR A A A Ean eammann asaamnnma

l‘a[ue: £2,997,000

Largest domestic clearing hank,

(,eneral Eleclnc

--------- T I I R SN AP

Value: £2 912,008

UK. e dmg plectric company curently bidding for
Plessey it conjunction with Siemer. -

Hanson

I I T T R L Y

Value: £2, ?60 000

Broadly diversified industrial conglomerate with important
interests in the U.S

Fiteh Lovell

..................................

Value: £2,740,000
Food manufacturer and distributor likely to be involved in
continuing rationalisation of food industry in the U.K.

United Biscuits

..................................

Value: £2,686,000
Leading domestic biscuit manulacturer with important
restaurant interests and a substantial presence in the U.S.

Guinness

..................................

Value: £2,640,000

International drinks company which has recently forged
important link with LVMH in France,

..................................

Value: £2,568,000

Life assurance company curremly henefiting from growih in
persanal pensions,

R']‘Z L
| !u(' L2 55( ()00

Brilain’s lnrgesl mining company which has recently
aequired BP's natural resource inlerests.

*

llm‘al lnsurnncq,

.............. PR R N

Velue: £2.496.000

International inswrance group operating prine ipally in the
UK. and U.S

Brlush 'l clocmu

Value: £2 180, ()0()

Largest UK. quoted company still has substantial potential
lo improve profitability.

--------------------

Largest Haidmgs

11



Market Review

R R A

In the vear to 316 Mareh 1089 the United States
stockmarket as measured by the Standard and Poogs
Composite Index ro-e 13,962, The value of the Dollar
also increased from 53p 10 39p witle the resalt that
after adjusting for the change in value of the currency
the index was up 27.4% in Sterling terms, tn Canada
the Toronto Stoek Exchange Index rose £ and with
a rise of 168 in the Canadian Dollar the index
adjisted to Sterking was up 2:4,0%.

When the vear started investors generally were very
concerned that after the October 1987 stockmarkel
crash a recession would fotlow. However, by the end
of June when equities had risen about 6% it became
clear that economic expansion was not only
continuing but moving ahead al too fast a rate due to
rapid expansion of money supply al the end of 1987.
This led the Federal Reserve to tighten the money
supply and raise intercst rates particularly at the
shost end. Long boud vields, however, remained
velutively stable at between 8%% and ¢14% which,
with inflation holding steady at about +%. offered the
caulious investor a real return of 5%. In this period.
June to December, it was not surprising that equitics
were dull with little ehange in share prices except
when there was lakcover aetivily,

In the linal quarter of our year. after it was learned
fhat the economy had grown 3.8%. that inflation al
444% was not out of contrel, that the savings rate
had improved and corporate profits were at or above

expectations, equities began to return to favour and

the index moy ed up %,

wd Ak Ry S

One of Carpenter Toehnologny's spevialty steel sertice contivs.

Probably 1he most notable featave during the year was
the Lillions of dollars taken out of equities by
takeovers o buy-outs. Much of this monevy was lefi
~itting on the sidelines where it is likely to stay umnil
there is some sign of interest rates easing.

WL TR 1

Speciality chemicals by Lawter, mainly wsed to improve print
speed and clarity.

lnvestment Activity

. DR I I I e

During the year nearly £8 million was added to
commilments in North America with approximately
£6 mitlion going into the U.5. A, and £2 millien into
Canada. These additional funds along with changes
in market values had the net effect of slightly
increasing the North American content from 18% of
the portfolio to 19.45%,

The list of the twenty largest holdings on page }<l
shows seven changes from last year, Anheuser-Buseh
and Northern Trust were sold. Merry Land, Lomas
and Netileton, Dominion Resources, Mesa Limited
Partnership and Southwest Gas ave all still held bt
have hoen replaced in the Top Twenty by new and
Targer holdings in Burlinglon Resources (convert:Me
into Anadarko). Bristol-Myers. U5, X.. Tenneco,
Salomon, Lawter Intermational and B.CLE.
Develogment Corporation, IFrom these changes it witl
Le seen that we have been moving a slightly greater
proportion of funds into the indusivial sevtors, The
North American portfolio contained thitty stocks with
the largest twenty holdings representing 75,46 of the
total commilment,




fnvestmeni Strategy

L N T

Dur year has started well in the U.S. A, with a rise of
about 5% in the market which has taken heart from
the cconomic statistics which now show some
evidence that the Budget deficit can be contained,
that inflation, although it may rise to about 5%, is
under control and the trade deficit will be a gradually
declining problem.

A year ago we were emphasising investment in the
industrial sector where, due to the weaker dollar,
manufacturers were becoming much more
competitive in world terms. We still see good
prospects [or these companies but are beginning to
put some funds into the interest rate sensitive
area~—companies which will benefit from any
decline in interest rates.

[n the year aliead we expect overall compaty
carnings to grow about 10% with good prospeets for
dividend increases and continuing efforts by
management to improve capital values for
shareholders.

Canada

T T T

A little over 4% of the portfolio is invested in Canada
where the most notable events have been the re-
election of the Conservative Government and the
signing of a [ree trade agreement with the U.S,A.

In 1988 real economic growth was 4.5%, earnings in
gencral were up 20% and the dollar appreciated 5%
against its ULS.A. counterpart. In 1989 we expect
econcmiz growth to slow to about 3% and carnings in
genctal to increase about 1095,

The biggest problem i Canada is the budget deficit
which is expected to be around $30 billion in the
year to March 1990, The Intest hudget plans are,
however, a step in the right direction with the aim of
reducing the deficit to $15 billion by 1993,

.

RN AN L AR m v e R R AE AR

Until very recenily activity on the Stock Exchanges
has been minimal with investors concentrating on
high yielding bonds. This has led to an exceptionally
low valuation of equities which are now altraclively

priced for the longer term vestor,

16th May 1989
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Architeet’s model of BCEDs development in Toronto.
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Holdings

}!arﬁh and MeLennan

R N N A

Value: £2,950,6i(1)
‘The wold's largest insurance broker witieh will benefit as

LI I

expectations of eyelical recovery in the insurance industry

grow.,

GeneraiMators ..
Value: £2,950,G00
Substantial progress from continuing strong dutomebile
sales and the restacturing of the company by ey
management,

Xarox

O R A

racepaa

Value: £2,102,000
Leading 1.8, producer of copying machines with growing
office information busiress and improving financial

services division, Significant exposure to overseas
eamings.

Burlipgton Resources
Value: £2,097,000

The holding is convertible into shares of Anadarko, a
leading gas producer which is benefiting from the more
favourable environment for the natural gus indusiry.

H&RBlock ...
Value: £1,9%9,000

Serviee company whose main business is assisting
individuals in the completion of tax returns,

Frra e

Bristol-Myers

R I R R SR R

Value: £1,949.000
A large diversified company with leading positions in
cthical proprictary drugs, toiletries, hair-care and
household products, N1s long-term growth rate of 14%
should be maintained.

B8X.

P P I I T ST R S

Value: £1,933,000

The largest U8, steel-maokes with significant oil and gus
interests. Earnings are expected to berefit from reeent
strung dematic for sieel mmd the improvements in the oil
price,

Vatue: £1.826,000
The loval tefephone operation in the Chicago arvea with
growing non-regulaled activities,

Tenneeo,

Value: £1,799,000

A diversified company involved in natural gas pipetines,
ship-huilding and the wanufeeture of farm machinery and
molor comtpronems,

Laidlaw Transportation
Vedue: 81711000

Canedian bused, with significant waste managenient and
sehool=bus opergiions in the U.5.A

Bauk of Moutreal

A4 A At m A hed kn

Value: £1,689,000
Une of the leading Canadian banks with a profitatile
subsidiary in the U5, A,

Carpenter Technology |

Value: £1,688,000

A speciality steel producer benefiting from re-organisation,
lower value of the dollar and the recovery in the capital
goods secier.

TR R RN

Bowaler

D N R R R R N R

Value: £1,681,000
The major producer of newsprint in the U,8. with growing

iterest jn coated paper and pulp from its large forest
reserves,

Brasesw

Value: £1,592,000 -
Canadian holding company with interests in natural
resourees, consumer produets and fizancial services.

American Home Produets
Value: £1,528,000

A diversified manufacturer of ethical and proprietary drugs,
foud anel houselold produets.

Cacs

AT, Cross

Value: £1,522,000
Manufacterer of fine writing instruments, luggage and
leather accessories,

Nkt .

Snlomon

R T I

Velue: £1,518,000

A leading Wall Stect brokerage house and commodities
trader cuvently benefiiing from major restructuring
(otlowing weakness in the securitics industry.

Lawter Interngiiunal

Value: £1,511,00G

A manuleciorer of speciality chemicals used i the priming
industry to enhance quality. Based in Chicngo, this
eompany has an enviable track record of stable growth,

B.C.%. Development Corp,
Value: £1,:424,000

A Yancouver hased property developer with interests across
North America and controlled by Bell Canada Enterprises.

DRI A

P WA Gorporation
Value: £1,323.000
Main subsidiay Canadian Aivlines International accounts -

for about 409 of Canacian regular and charter flights. 1t is
currently indertaking mossive rationalisation measures,

Tra vy
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chet Review

The 134 rime inthe ochmarket over the year ba~
relleetedd the supesior perormance of the Japane-e
 eonomy. Although eperient ing a Jight slowdown,
rohst real growth ol about 56¢ i= pasily achiesable in
the cugeent > war, indicating that the ~troetural whift tn
omentie tod growth is now firmby entrenched. The
Government’ s efforis 1o Jtirautate the domestic
evonomy in the wake of two vedrs of Sharp Yen
appreciation have thus been ver suceessful.
¢opsumption and cupital expenditure have stronghy
suppotted cronozaic expansion. whereas the
waditional beltwether of Japau's prosperity. the

external seetor, has only played a minor role.

Despite tightness in some arens of the economy.
inflaticu has remained negligible. To an extent this
has reflected the Government' s desire stimualate
jport growih. not only o appease {oreign demands
bt alse to apply downward pressurce on notorionsly
high demestic price lovels. Not surprisingy. the
consumer has vesponded cnthustastically. enjoving
ineowme lax culs and generous bonus payments Hoked

t the success of the corporale e Clor,

In terms of workd trade imbalauees, the impressise
groveth in mports has not been matched by the
oxprected decline in Japanese exports. Such hos been
the demand for consaumer products overseas that

Japan's trade surplug has remained stubbomly high.

P n

— -
Vorme™ merchsnshive it proc essingr Msie
dedepleed mformuping Jor full vost ewrtte.

The tao i onomis fac ters whivh had a s
marhel impatt were e Emperan’ = pratrad ted dewie
and the longz drawn out Revruit fosmos wamial
The latter eoukd be an important wates=hed in

relorming Japan’ > archaie potitical system.

Virsubishi Reyon i 1hie largest supplier of water olasifiers for
home use ix Japait.

------ P R R

£1.0 millisn was taken out of the market duving the

year., and Japan now represents o6z of the porifolio.

“Phe focis carly inthe year was veny mueh on
caritings penen ituations and the main avtivity
was therefore in deel, <hiphuilding and techmalogy
companies, Jateren. (b was an emphasis on
Leneficiaries of Joser interest ratess. henee the high
paposure 1o railway iwsues. trading house~ aul real

pstate companirs,

The G crmment” s cnthusiasm for promating the
rogional deyelopment of Japan. combined with stratg
demand Tron the piis ale ~ector for building new pla
capacitv. tedd 1o a s aluation of the vopstenetion
woetor towards the ene! of the yoar, THolding. sore
accorcimgly inereanetd in infrastimeiure.

et ironmenta) and vunalmrlmn-n*ialvd campanies in
recognition of the weressing Tenels of pubstiv

e peaditure redng hauneled towards Hiese areas.
Detenee-related issies hone abwe been eaphisised
the poitolio.
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Japan's burgeoning domestic economy should ensure
that it remains relatively insulated from u slowdown
i world growth. Although demand for Japancse
consumer exports will probably be subdued. the shift
of manutacturing capacity overseas should continue
apace, thereby limiting any decline in the current
account surplus. A combination of this and a low
interest rate environment should ensure that surplus
liquidity can be directed towards the stockmarket.
Although the future of the Government in the wake of
*“Recruit Cosmos’ and the ever present concern on
protectionism are polential negatives, a strong
currency and healthy corporate profit growth of at
least 10% should ensure that the Tokyo Index
reaches new peak levels in the months ahead.

o
=]

HongKong ... U
The Hong Kong economy continues lo record strong
growth. Overall in 1988 it grew by 7.5% wilh
corpurate earnings rising 25%. The most notable aren
of growth was re-export trade, particularly with
China, emphasising the increased interdependence of
Hong Kong and the mainland. For the eurrent year
this trend is likely 1o continue with the cconvmy
forceast Lo expand by 7% and corporate eamings by
20%.

Inflation and political developments in China remain
the principal concerns within Hong Kong. The
inllation rate in 1989 is expected to be over 10% as
labour charges and rent increases push up prices.
Shortage of labour remains a problem despite the
successiul efforts by the manufacturing seclor to
move praduction over the border. The situation has
been acute enough 10 force the Governmen to allow
migrant workers into Hong Kong even though this is
unpopular locally.

Ll

; SRR - 7 1,
One of Swire Pacific’s tugs in Hong K

ot e

ong harbour.

China’s shift from a centrally controlled to a more
market orientated economy has slowed down as the
Government tries Lo stem rampant inflation. This
slowing of reform has resulled in recent public
demonstrations and political infighting, These
developments across the border come al an
unwelcome time as Hong Kong discusses the second
draft of *“The Basic Law’* and the passports dispute
with the U.K. rontinues.

Despite these problems, we have so far maintained
our exposure lo Hong Kong as the economy is
buoyant, with corporate carings growth ranking
among the highest in the world and with share prices
generally discounting the difficulties ahead.

During the eourse of the year our investment in
Jardine Strategic Holdings was sold in order to
re-invest in Mandarin Oriental and Dairy Farm, Both
companies are benefiting from Hong Kong's strong
eronomy.

16th May 1089




Japan
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Hitachi

A LR L R R R L R S i

Value: £2,068,000

One of Japan® s representative high techaology enlerprises,
A major integrated manufseturer of computers, memaory
semiconductors and consumer clectronics equipment.

Sumiloma Bank

v o4e e TR

Value: 2,049,000
Major City Bank with widespread retail network.
Emphasising overseas expansion.

Maeda Road

Ml S R I L

Vaine: £1,774.000

A major road building compuny affilialed with Maedn
Construction. Although it hus 2 strong base in the Tokyo
area, it is emphasising its development in provineial
regions,

Mitsublshi

Value: £1,706,000

Lesding trading company with diversilied interests
including metals, oil and industrial machinery. Fostering
joint venlure agreements vverseas with particular emphasis
on e Comunmist block.

:\!ilsuhis_hil l{a_y.qn_ o

Value: £1,672,000

Principal systhetic fibre manufacturer diversifying into new
mulerials such as optical fibres, carbon [ihres and resins.
Links with the defence agency are proving very heneficiol,

TR RN

Hankyu e

Value: £1,452,000

Leading railwuy operator based in Kansai area with
diversified interests in real estate development, leisure and
the retail industry.

Marui

. Value: £1.439,000
Well locuted Tokyo-based department store chain
aggressively emphasising sales to the younger gencration.

Lar,
.

Sckisui House

PR L] P R E N R I

Value: £1,420,000

Japan's laygest house huilder advancing into general
construction awd real estate redevelopments, paricularly in
the leisuce area,

NEC
Value: £1,417,000
One of Japan's represemtative high technelogy enterprises,
A wajor integratedd manufacturer ol computers, memory
semiconductors id telecommunications equipment,

Hong Komg . ........ceee
Sywire Pacifie °A'

P sae A Bda wEre REEyELAEE

Value: £5,197,000

A major South East Asian tracing company with extensive
interests principally in properiy, girlines and the oil seclor.
The company is particnlarly emphasising its property
mvestments aud its airerafl fleet.

Value: £2,077,000
Hong Kong' s wajor bank with significant taterests in the
Far East, Middle East md the U.S.A. It owns the Marine

Midland Bank, e number of financial services groups and
15% of the Midland Bank.

Daivy Farm

Value: £1,829,000
Supermarket retailer based in Hong Kong with overseas
imterests in the U. K., Aunstralia and Taiwan.

Cross Harhour Tunnd

Value: £1,424,000
The operatar of the read el connecting Hong Kong
island with Kowloon,



to 3Ist March 1989, compared with investment alternatives

£800
18
£700
£600
£500
£400
£300 . 207.9
£200 ‘
26.9 , 128.2
g 1203 269 126.2
£100 [
Over { Year Over 5 Years Over 1) Yoars
. Securities Trust~Ordinary shate price including VUit Trusis=Ofer to offer price ineluding rein esled
reinvesied fncome, Source ALLT.CL income, Source Mieropal,
e /nvestment Trusts~Ordinary share price including Retuil Price Index.
reinvested income. Source ALT.C,
h'.' sy 5
...... Net assets attributable
| to Ordinary Shares
| Earnings per Dividends per
Year ended Ordinary Share Ordinary Share Total
3ist March Net Net £000 Per Share
1979 0.91p 0.88p 51,567 32.2p
1980 1.30p 1.20p 43,044 26.9p
1981 1.28p 1.22p 58,628 36.6p
1982 1.25p 1.27p 58,938 36.8p
1983 Fd9p 1.39p 86,178 533.8p
1984 1.67p 1.60p 101,227 65.1p
1985 2.10p 2.00p 123,041 70.8p
1986 2.72p 2.50p 165,513 103.3p
1987 3.09p 3.00p 210,587 131.5p
1988 3.72p 3.60p 189,710 118.5p
1989 +.52p & 50p 218,293 136.3p
N e
I Capitalisation issues were made to Ordinary Sharcholders in June 1979, June 1983 and June 1986 in the ratio
of one new share for overy share held. Figures for previous yenrs have been adjusted where appropriate.

2 Larnings per share for the yeor ended 31st March 1980 included non-recurring dividends amounting lo 0,2
per share (net) following the end of dividend controls,

Ip




at 31st March 1939

Aorth Far 1969 1988 19

. " UK Americ Eust®  Othe*  Toml tal |
Equities asud Convertibles i ""”‘r:,: ﬂgfc ';; é‘& To “;P |
G apital Gomis'
Bml([mg Materials 2.4 — —_— — 2.4 2,6
Computers/Office/Telecom Equipment — 0.8 —_ —_ 0.8 0.6
Contracting and Construetion T —_ 1.3 —_ 2.8 1.7
Electricals —_ - —_ — — —
Electtanies 1.2 — L4 —_ 2.6 3.4
Mechanical Engineering 0.9 —_ - —_ 0.9 0.5
Metals and Metal Forming — 0.7 0.9 — 1.6 0.7
Molors 0.8 1.2 —_ 0.7 2.7 19
Other Industrial Materials 2.4 —_— — — 244 3.
92 2.7 8.6 0.7 162 144
Consumer Goods: ‘
Brewers and [)mtlllcrf- 6.7 —_ —_ — 0.7 6.9
Diverailied Consumet Goods - 1.2 — — 1.2 3.2
Foed Manulacturing 4.4 — —— — 4.4 S
Food Retailing 1.1 — 0.7 — 1.3 1.5
Heclth and Household Products 1.3 1.4 0.3 — 3.0 27
Leisure 2.7 —- 0.5 — 3.2 2.1
Packuging and Paper 0.6 1.7 — - 2.3 24
Publishing and Printing 0.9 — —_— — 0.9 14
Stores 4.9 0.4 1.8 — 7.1 74
Textiles LT LT yon e L A
0 T TN T S (R
Other Groups:
Chemicals 0.8 0.6 0.7 — 2.1 13
Conglomerates 2.7 —_ — —_ 2.7 2.7
Shipping and Transport 1.9 1.5 0.6 —_ 4.0 5.3
Telephone Networks 1.6 — — — 1.6 1.6
Miscellaneous UL SR . T ol - .42 82
10.-4 29 1.3 — 14.6 14.1

.....................

Endustrial Group:

Oil and Gas ., 80 18 — — 9.8 9.3
Fmancml Croup'

..............................

B.lnks 4.5

0.7 0.8 — 6.0 6.1
Diversified Holding Companies — 0.7 2.1 —_— 2.8 1.2
Financial (nstitutions and Services — 1.4 1.9 — 3.3 3.2
Insurance—L.ife 2.4 —_ — -_— 2.4 29
Insurance—Composite 1.8 e — — 1.8 2.1
Insurance—Brokers 0.8 1.2 —_ — 2.0 1.7 -
Merchant Banks -— - —_ e — 0.6
Pinperty 0.7 1.0 o — 1.7 2.9
Oher Minancial 0.6 — 0.5 —_ 1.1 2.2
Tavestment Trusls — 0. _ D6 1.0 1.2
Mining Finuice T T LA e
) 1'31 ) .‘:54 ) -_5._3 0.6 . ?'l v 26.3
Overseas Traders 0.7 — — — 0.7 0.7
Ctlities - .. - ...we =T 16
Fised fnterest T T T T o
Tl 1989 N IR Y RN B AR I
Total 1968 60,3 811808 1000

Aates: 1. Gomvertibles amounted to 15,19 (1988—10.3%%).
2. Far East ineludes: Jupan 8.8% (1988—10.9%) and Hong Kang 1. 796 {1988--3.,9%),
3, Other includes Beazil 0.5% (1988—0,8%) and Europe 1.6% (1988—uil).
i The value of 100% is £251.462,000, being the invested portfolio.




The Directors submit the accounts of the Company
for the year ended 31st March 1989, A review of the
Company”s aetivities during the year is contained in
the Chairman's Statement and Managers™ Review,

Revenne

Gross revenue for the year has increased from
£11,447,000 0 £13,729,000.

-----

An interim dividend of 1,.50p was paid on 5th
December 1988, The Directors recommend payment
of a final dividend of 3.00p which makes a total for
the year of 4.50p (1988—3.60p).

After provision for the dividend, the revenue to be
carried forward is increased hy £34,000.

Valuation

At the year end the tolal net assels auributable 10 the
Ordinary Shares were £218,293,000 compared with
£189,710,000 in 1988. Based on this figure, the Net
Assel Value per Ordinary Share was 136.3)p
compared with 118.5p a year ago.

Currency Loan

In September 1988 Yen 4,503.8 million was
borrowed for two years at an interest rale of 5 9/16%.
Most of this borrowing has been protected by the
forward purchuse of Yen against Sterking.

Directors

Mr R. Young and Mr R, A, B. Miller retire from the
Board by rotation and, being =ligible, offer
themselves for re-clection.

MrT. 8 Lewis retires from the Board at close of
business on the day of the Annual General Meeting,
Mr Lewis joined the Board in 1971 and hecame
Chairmen in 1985, His colleagues on the Board
would like to lake this opportanity to thank Lim for
his considerable and very valuable contribution to the
success of the Company over many years and
particularly when he was Chairman, He will be
missed, and his colleagues wish him a long and
happy retirement.

No Director has a service contract with the Company.
Mte Birrell is a pariner in Dundas & Wilsou, C.S.,
the Company’s lnw agents who receive fees from the
Company for their services.

Directors wiro have held office during the year and
their shareholdings are shown opposite. Holdings
include beneficial and family interests. Holdings as
lrusieze only are shown in brackets. There have heen
no changes in these heldings up to 15th May 1989.

Managers and Secretaries

.................................

At 31st March 1988 there existed a contract between
the Company and Martin Currie Investment
Management Ltd. (MCIM), which provides that
MCIM are appeinted Managers and Secretaries of the
Company until 30th Seplember 1990 at an annual
remuncration which in the year under review was
0.25% of the average tolal assets less current
liabilities of the last three audited Balance Sheets. _

Mr Young is interested in this contract as a Director
of MCIM.

Auditor

Me R. M. Sinelair, CAL, will be proposed for
re-appoiniment s Auditor in accordance with Section
384 of the Companies Act 1985,




--------------------------------

Cantinued

Lapitalisation fssye final dividend declared in respect of the year ended 2]
Fnelosed with this Report i a Notice convening an 31st March 1989. Details of the proposals are given
Extiaordinary General Meeting of the Company for to shareholders in the circular allached to the
the purpose of considering a Resolution which, if enclosed Nolice of Mecting.
approved, will result in an increase in authorised
capital to £83 million and a capitalisation issue of By Order of the Board

160,16 million Ordlinary Shares of 25p each in the ﬂ* %

ratio of one new share for cach Ordinary Share held. Martin Currie Investment Management le

The new shares will rank peri pesse with the existing, Secretaries
{rdinary Shares, save for the right to receive any 5th June 1989

-----------------------------

31st March 1989 31st March 1988
T. 8. Lewis Ordinary Shaves 16,000 (—) 16,000 (—)
D. Birrell Ordinary Shares 8,000 (72,800) 8,000 (72,800)
R. A, B, Miller Ordinary Shares 2,000 — 2,000 ~)
W. M. Morrison Ordinary Shares 8,000 (22,000) 4,000 (—)
J. M. Weir Ordinary Shares 88,000 —) 88,000 (——)
R. Y oung Ordinary Shares 15,000 —) 10,000 (—)

To the membhers of Securities Trust of
Scotland p.l.c.

{ have audited the financial slatements on pages 22
to 27 in aceordance with approved auditing
stanclards.

In my op{rlicn the aecounts give a true and [air view
of the state of the Company’s alfairs al 31st March
1089 and of its revenue andsource and apphication of
funds for the year then endéd and comply wilh the
Companies Act 1985,/

&
R, M. Sinelair, C.A, 4\“’\ \.\(,L&_; Crx

I‘,(lmlmr;..h, .)!h Juue 1989

--------------------------------




nded 3 st March 1989

2 Note 1989 1988
2000 £000 £000 £000
Incomie from lnvestments 2
Franked 7,453 6,105
Unfranked
United Kingdom 3,043 2,084
North America 2,450 2,373
Other Foreign 81 885
Tamrgw g 6,274 4 baana !5*‘?42
13,729 11,447
lntercst on Borrowul Money 3 2,748 2,261
Adnumsl"nm ve Expenses 4 828 07
--------------------------------- . 3,576 LR ) 1'868
Revenue before taxation 10,153 8,579
Taxation 5 2,822 2,524
Revenue after taxation 7,331 6,085
Dividends
On Preference Stock 90 80
0. Ordinary Shares 6 7,207 5,766
e 7,207 e 5,856
Translerred to General Reserve 34 199

................................................

..................................

--------------



Fixed Assels

--------- e e rne s

R IR Parraeren

Investments at Market Value

ERbeFrrraareknaas .

Listed on The Stock Exchange in the U.K.

Listed on Stock
Unlisted at Dire

Current Assets

Debtors
Cash ot bank

Crelitors

..................

Amounts falling

Net Caerent Assets

..................

LR N N LI I A,

Exchanges abroad
ctors’ Valuation

--------------------

L R e

duc within one year

....................

Total Assets less Current Liahilities

Creditors

------ Ch e ey

....................

Amounts folling due after one year

" Debentures and

Total Assets atiributable to Share Capital

Loans

Capital and Reserves

------------------

....................

Called up Preference Capital

Called up Ordinary Capital

Capital Reserve

General Reserve

Net Asset Value per

..................

T, 8. Lewis, Ch

W. M. Morrison, Director (

ath June 1989

Ovdinary Share

....................

airman

Note
£000

8&9
10 281
11 17,814
18,095
12 5,576

13

14

14 40,040
15 174,638
15 3,615

1989

£000

161,614
87,087
2,76
251,462

263,981

12,845
221,136

2.843

218,203
221,136

-------------

1988
L£O0G £000
130,696
06,446
2,547
199,689
1,461
16,791
18,252
5,388
12,864
212,553
20,000
192,553
2,843
40,040
146,089
3,581
"""" 189,710
192,553
118.5p

........

---------------------

ut 31st March 198
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for the vear ended 51st March 1989

a1 1989 1988
£000 £000 £000 £000
Liquid Funds at 1st April 1968
Cash on Dep »il and in Bank 16,70 9,466
Dehtors and Sales for future settlement 1,360 462
Creditors and Purchases for future scitlement (1,410) {1,782)
16,741 8,146
Movement of Funds
Revenue
Revenue hefore Taxalion 10,153 8,579
Taxation paid and suffered® (8,924) (2,353)
Dividends paid# (6,336) (5,215)
(1omn 1,011
Capital
Sules of Investmenis 47,686 76,512
Appreciation of Foreign Curvency Balances 67 2,664
Purchases of Investments (66,895) (71,592)
Increase in Borrowings 20,000 —_
_ 858 7,584
Total inerease in Liguid Funds 751 3,595
17,492 16,741
Liquid Funds at 31sl March 1989:
Cash on Deposit and in Bank 17,814 16,791
Debtors and Sales lor future seitlement 281 1,360
Creditors and Purchases for fluture «ettlement (603} (1,410)
------- 17’4.92 e 16,74.‘1

In ouder to show how the operatious of a company have been financed, and the way in which its financial resources have heen
used, all audrted financial accounts are required to show a Statement of Source and Application of Funds.

The above statement details the movements in assets, liabilities and capital which have been made during the year and their
. resultant effect on liquid funds. n considering the statement, sharcholders should bear in wind the following:

*1 The figures for laxation and dividends paid are shown on a cash basis. That is, they include mmounts paid inrcspeet of the
previcus year but exclude amounts relating to the year 1o 315t March 1989 which were not payable until after that date.

2 "This Company is an Ins estment Trust with virlually the whole of its assets in the form of veadily marketable securities.
‘Thus the change in the net liquid position « v shown above is of much less significance than the change in the total assels
shown 1 the Balonee Shed..




The Accounts of the Company have been preparcd in aceordance with the following Accounting Policies:

(a3 Income from Equity Investments is determined on the basis of amounts due and payable during the year.
Income from fixed intetest securities to whick the provisions of the Acerued Income Scheme apply is credited 1o
the Revenue Account on an aceruals basis. Franked Investment Income received includes the relevant tax eredit

and other income includes the taxes deducted at source. Income from overseas is converled at the rate of exchange
suling at the date of receipl,

{h) Interest receivable and payable and administrative expenses are treated on aa aceruals busis,

(¢} Gains and losses on realisation of Invistments are taken 1o Capital Reserve. Exchange adjustments relaling to
overseas loans and currcucies ave also taken to this Reserve.

() Listed investments are valued at market prices and foreign currencies al the rates of exchange ruling en the
Balance Sheet date,

1289 1988
.2. .l.u.qql.n.e_ I:l‘_(!!!l lll.n_'(':g,l.n.\f:p_ls‘i ....... £000 2000 £000 L0000
is made up as follows:
From Listed Investments
Equities 9,945 8,629
Convertibles/Fixed lnlerest 1,15 1,117
"""" 11,132 9,746
From Unlisted Investments
Equities 91 108
Convertibles/Tixed Interest 47 79
onvertiblesfxed Interest 4 { 138 .. 187
Interest on Temporury Deposits 2,392 1,439
Underwriting Commission Lo 75
13749 11 dd7
1989 1988
3, Iuterest on Borrowed Money £000 £000
On loans repayuble within five years 598 11
On all other loans ) 2,150 2,150
2,748 ) 2,161
4 Administrative Expenses )
include:
Directors’ Fees 38 32
Audi Fee T S 5
b, Taxatioron Revenue Accouny
Corporation Tax at 35% based on the results of e year 950 870
Less: Double Taxation Relicl (.3 ! l_) . (34?)
639 523
Add: Overseas Fax 3N 347
Tax on Franked Income 1,869 1,652
Adjustment in respect of provious years N 2
2,822 2,52,

Any Advance Corporation Tax payable in respect of the Final Dividend will Iye recoverable and accordingly no
prosision has heen made,
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(.nntum(’d
26 14989 1988
6, Dividends on Ordinary Shares £000 £ouo
are as follows:
Interim of 1.50p (1988 —1.20p) 2,402 1,922
Proposed Final of 3.00p (1988—2.40p) 4,805 384
Total 4.50p (198R—3.60p) 7,207 5,766
7, Fyeuings and Net Asset Value
per Ordinary Share are calenlated on the 160,160,000 Shares issued,
8 luvestments
Valuation at 1st April 199,689 228,251
Legs: Unrealised Appreciation (45,700) {83,458)
Cost at 1st April 153,983 144,793
Add: Additions at cost 66,895 71,592
220,878 ’ 216,385
Less: Disposals at cost (38,9]8) (62,402)
Cost a1 31 March 181,960 153,983
Add: Unrealised Appreciation 69,502 45,706
Valuation at 3ist March 251,462 1 99,689
There are Conlingent Liabilities on Investments amounting tv £1,709,000 (1988—£3,774,000).
9 Substantial Shaveholding
At 31st March 1989 the Company held shares of the Issued Capital in the elass indicated, of the following
company which is registered in Scotland.
Macdonald Martin Distilleries p.l.c.
427,000 A’ Ordinary Shares 50p 18.6%
41,000 ‘B’ Ordinary Shares 25p 5.1%
Dividends received from this investment during the year of £131,270 (1988—£116,470) including the tax credit,
have been credited to Revenue Account ns Franked Investment Income.
10 Debtors
Due by Brokers — 1,114
Advance Corporation Tax and Ineome Tax recoverable less .
Corporation Tax as shown in Nole 5 — 101
Other Debtors 28 26
.28 (L6l
y o 11 CashatBamk
On Deposit—Short Term 17,380 16,118
On other Accounts 434 .. 673
17,814 16.791

------------

el

o e e a
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1989 1988
12 redltoss e £000 000
Amounts falling due within one year;
Advanee Corporation Tax and Income Tax recoyerable Joss
Corporation Tax as shown in Note 5 34 —
. Proposed Final Dividend 4,805 3,844
Interest acerued 721 134
Due 1o Brokers — 1,403
Other Creditors 16 7
" 5:576 5,388
13 Debenturesand Loans
Repayable after one year:
7% Debenture Stock 1088/93 5,000 5,000
12% Debenture Stock 2013 15,000 15,000
5% 6% loan of Yen 4,503.8m to September 1990 20,000
Capital cost of forward cover to maturity 2,845
"""" 22,845 o T
12,813 20,000

Debenture Stocks are secured by Trust Deeds.

..................................

The Articles of Association permit the issue of further Debenture Stock by the
horrowed shall not al any time without the previous sanction of the Com
aggregate, excepl for temporary purposes, the nominal amount of the
Company and the amount of ali the published reserve funds of the Company.

1989

Allotted,
Issued and

Authorised  Fully Paid

Company, provided the sums
pany in General Meeling exceed in the
issued and paid-up Share Capital of the

1988

Allotted,
Issied and

Authorised  Fully Paid

aaaaaaaaaaaaa

£000 £000 £000 L0600
5% (now 3. 15% plus tax credit)
Cumulative Preference Stock 2,843 2.843 2,843 2,843
160,160,000 Ordinary Shares of 25p each f!.O_,'I-S_'i.' fl_O‘,.O_fI‘Q 10,157 40,040
13,000 42883 43000 42883
13 Reseeves s
The movement in Capital Reserve is as [ollows:
Realised profit at 1st April 1988 100,383 83,707 -
Net Realised Gains on Investments and movement on
Currencies during the year 5,990 16,676
Provision for Corporation Tax (see helow) (1,237) L=
105,136 100,383
Unrealised appreciation on in\'eslmvnls‘al 31sl March 1989 69, '3().3 15,706
o 174638 146,089
’ The movement in General Reserve is as follows:
| As at Tst April 1088 3.581 3.382
: Transfer from Revenue Account for year L34 199
| 3015 3581
)'
3 The provision covers Corporation Tax on a proportion of the surpluses arising from forward currency sales during
E 1980 and 1987 which the mland Revenue has taxed as income.
|
j
)




28 Shareholders
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At 31st March 1989, the Ordinary Shareholders
ineluding Savings Plan holders numbered 11,533
(1988 cquivalent—8,554) and are analysed below:

% of Shareholders T of Equity Capital :

31.3.80 313.88 31.3.89 31.3.88

Individuals and Trustees 04.2 924 43.7 37.5
Insurance and Investment Companies 1.0 14 36.0 41.3 |
Pension Funds c.2 04 9.7 11.6 !

Other holders 4.5 3.8 10.0 .0

100.0 100.0 100.Q 100.0

Liie Company has heen notified of the following Publication of Share Price and Performance Statistics

interests in its Ordinary Share Capital: The price of the Company’s Ordinary Shares appears

The Standard Life Assurance Company 8.06%. daily in The Scotsman, The Glasgow Herald, The

The Equity and Law Life Assurance Society p.le. Daily Telegraph, The Times and The Financial Times
¢ Share Information Service, or can be oblnined on the
5.99%
Scottish Widows’ Fund and Life Assurance Society F.T. Cityline by dialling 0836 43 3977.
5.13%. Weekly Net Asset Values are supplied daily in The
. ‘. ; o

As [ar as the Company is aware, no other Sharcholder Daily Teicgraph..l\.g,l Assel ) 1.1lue m_ld Share Price
lolds 5% or mote of the Company’s Ordinaty Share performance statistics are available in the form of a

. Capital monthly Information Service from The Association of

Investment Trust Companies, Park House (6th Floor),
16 Finsbury Circus, London EC2M 7]1.
Tax Stalus Tel. 01-588 5347,

The Company has been treated as an Invesiment

[rust by the Inland Revenue under Section 842 of Financial Calendar

ihe Tncome and Corporation Taxes Act 1985 upto  "rririrmirrrmrrrrresmomrssmon e
31gt Mareh 1988, and in the year under review Maveh Half-year Preference Dividend
satisfies the conditions laid down in the Acl, Half-year Interest on 12% Debenmr.e
Stack
The Company is not a ““Close’” Company for taxation April Year-end figures announced
purposes. May Half-year Intevest on 7% Debenture Stock
The Company ilself pays no Capilal Gains "Fax. June Amnual Report issued
) Individual investors might have a liability to tax on Annual General Meeting .
disposal of their shaves; for the purposc of this July # ol Dividend on Ordinary Shares
caleulation the 31st Mareh 1982 values of the September  Hall-year Preference Dividend
Company’s shares are: Half-year Intevest on 12% Debenture
Qudinary 25p 28.25p Stock
Proference (per £100 stock)  £32 October Hall-year ligures announced

November  Half-year reporl issued

Half-year Inierest on 7% Debenture Stock
December  Interim Dividend on Ovdinary Shaves




