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Investment objective and policy
The Fund’s objective is to provide long term capital growth 
by matching the performance of the FTSE® 100 Index (‘the 
index’) as closely as practically possible.
The Fund seeks to achieve this objective by generally 
fully replicating the FTSE® 100 Index by holding all the 
constituents of the index. It will invest in companies that 
make up the FTSE® 100 Index and may also invest in other 
transferable securities, collective investment schemes, 
money market instruments, deposits, cash and near cash 
instruments that will assist the Fund achieve its objective. 
The Fund may use derivative instruments (options, futures 
and contracts for differences) and forward transactions 
in a currency for the purposes of efficient portfolio 
management. These instruments can therefore be used 
to reduce risk, reduce costs, or generate additional capital 
or income with no, or low levels of, risk. The Fund does not 
intend to use financial derivative instruments extensively.
The Fund may not comprise the same securities (either 
in terms of exact composition and/or weighting) that are 
tracked by the index in circumstances where the Manager 
determines that this is appropriate for reasons of poor 
liquidity, excessive cost to the Fund or where there are 
investment restrictions due to regulations or the Manager’s 
cluster munitions and controversial weapons policy.

The FTSE® 100 Index is a market-capitalisation weighted 
index of UK-listed blue chip companies. The index is part 
of the FTSE® UK series and is designed to measure the 
performance of the 100 largest companies traded on the 
London Stock Exchange that pass screening for size and 
liquidity. FTSE® 100 constituents are all traded on the 
London Stock Exchange’s SETS trading system. The index 
rebalances quarterly on the third Friday of March, June, 
September and December.
Details of the constituents of the index can be found at 
ftse.com/products/indices/UK

Fund facts
Ex-distribution (XD) dates: 1 March and 1 September
Income payment dates: 30 April and 31 October

Ongoing charges
For the 12 month period to 28 February 2018: 0.60%
For the 12 month period to 28 February 2017: 0.60%
The ongoing charges measure the total annual charges and 
expenses of an investment fund. These will affect returns to 
the investor. Most European investment funds highlight the 
ongoing charges to help you compare the annual charges 
and expenses of different funds.

Fund size
As at Share class Net asset value £m Net asset value per unit (pence) No. of units in issue

28/02/18
Income 42.1 212.27 19,819,963

Accumulation 241.7 366.24 65,998,377

28/02/17
Income 43.8 213.47 20,527,379

Accumulation 249.1 356.36 69,899,122

Net income distribution
Year Income units pence per unit Accumulation units pence per unit
2018 2.6219 4.4680
2017 2.8154 4.6387
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Risk and reward profile
Lower risk Higher risk

Typically lower rewards Typically higher rewards

1 2 3 4 5 6 7

Fund adviser
The investment adviser to the Fund is HSBC Global Asset Management (UK) Limited.

Top ten holdings
ASSET % of Fund as at 28/02/18 ASSET % of Fund as at 28/02/17
1. Royal Dutch Shell 10.16 1. Royal Dutch Shell 9.23
2. HSBC Holdings* 7.63 2. HSBC Holdings* 6.94
3. British American Tobacco 5.21 3. British American Tobacco 5.07
4. BP 4.86 4. BP 4.63
5. GlaxoSmithKline 3.35 5. GlaxoSmithKline 4.29
6. Diageo 3.22 6. AstraZeneca 3.14
7. AstraZeneca 3.21 7. Diageo 3.06
8. Vodafone 2.88 8. Vodafone 2.87
9. Lloyds Banking 2.60 9. Unilever 2.47
10. Prudential 2.51 10. Reckitt Benckiser 2.46

*related parties *related parties

Summary performance
Percentage growth

28/02/13 to 28/02/14 28/02/14 to 28/02/15 28/02/15 to 29/02/16 29/02/16 to 28/02/17 28/02/17 to 28/02/18

9.7% 4.9% -9.1% 23.1% 2.7%

This information relates to the past, and past performance is no guarantee of future performance. All the above figures are 
on a bid to bid basis, with net income reinvested. Source: Morningstar.

More about this rating
The rating is based on price volatility over the last five years. 
As it is based on historical data, it may not be a reliable 
indicator of the future risk profile of the Fund. The rating is 
not guaranteed and may change over time. The lowest rating 
does not mean a risk-free investment.

Why is this Fund in category 5?
Share prices tend to fluctuate more than other asset classes 
as investors directly participate in the performance of 
companies and their earnings.

Risk profile
• The price of units and the income from them can go down 

as well as up, and you may get back less than the amount 
originally invested.

• Past performance is no guarantee of future performance.
• Investing in assets denominated in a currency other than 

that of the investor’s own currency perspective exposes 
the value of the investment to exchange rate fluctuations.

• The value of derivative contracts is dependent upon the 
performance of an underlying asset. A small movement in 
the value of the underlying can cause a large movement 
in the value of the derivative. Unlike exchange traded 
derivatives, over-the-counter (OTC) derivatives have 
credit risk associated with the counterparty or institution 
facilitating the trade.

• The performance of the Fund may not match the 
performance of the index it tracks because of stock 
selection, fees and expenses, market opening times and 
regulatory constraints.

• The main operational risks are related to systems and 
process failures. Investment processes are overseen 
by independent risk functions which are subject to 
independent audit and supervised by regulators.
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Portfolio statement by sector
SECTOR % of Fund as at 28/02/18 % of Fund as at 28/02/17

Oil & Gas 15.02% 13.86%

Basic Materials 9.10% 8.09%

Industrials 6.82% 7.18%

Consumer Goods 16.71% 17.38%

Healthcare 8.88% 10.74%

Consumer Services 10.61% 10.22%

Telecommunications 3.94% 4.34%

Utilities 2.87% 4.12%

Financials 23.68% 22.26%

Technology 1.13% 0.63%

Net other assets 1.24% 1.18%

FUND MANAGER REVIEW
Economic and market review
At the start of the period under review, UK equities were 
unsettled following the house of commons vote in favour of 
Britain exiting from the EU, but later regained their footing 
and were further buoyed by the global rally. Towards the end 
of March, the UK took its first official step out of the EU as 
Prime Minister Theresa May triggered Article 50 of the Treaty 
of Lisbon, initiating the Brexit negotiations which can last for 
two years.  UK equities continued to rise, ending the quarter 
on a high note. In April, the Prime Minister unexpectedly 
announced a snap general election on 8 June, citing a need 
for a clear mandate ahead of Brexit negotiations. However, 
although the Conservatives won more seats than the other 
parties in the election, it was not enough to secure the party 
a parliamentary majority. Equities initially declined following 
the announcement, but recovered subsequently and were 
helped by the news of President Macron gaining victory in 
France. 
Negotiations on Brexit continued to dominate the news 
throughout the summer but did not throw any light on the 
terms of exit or on the UK’s post-Brexit relationship with 
the EU. The lack of clarity disappointed investors who had 
hoped for more concrete details. However, the UK economy 
continued to grow, but more slowly than in the previous year, 
held back by Brexit uncertainty and consumers seeing little 
or no growth in real incomes as a result of higher inflation. 
Concerns over inflation, which remained above the 2% target, 
prompted the Bank of England (BoE) to raise rates by 25 
basis points in November. This was the first uptick in rates 
since before the financial crisis. The BoE’s governor, Mark 
Carney, has said that future rises are possible until inflation 
falls back below the target. Elsewhere, having held off from 
raising rates in 2016, the spotlight turned to the US Federal 
Reserve (FED), where official interest rates were increased by 
25 basis points in March, June and again in November, whilst 
retaining plans for three such hikes in 2018. The US economy 
continued to grow, driven primarily by the technology sector. 
Towards the end of the review period, progress was made 
in the Brexit negotiation. UK and EU officials concluded the 
first round of difficult talks by announcing they had agreed 
on the size of the ‘divorce bill ’ and the treatment of UK 
citizens in the EU and vice versa. EU officials subsequently 
announced that there would be a transitional arrangement 
– from the UK’s official exit in March 2019 to 31 December 
2020. The next stage of the negotiations will focus on the 
UK’s post-Brexit trade relationship with the EU.

Portfolio Review
The Fund aims to track the FTSE® 100 Index as closely as 
possible. The FTSE® 100 Index made a positive return in 
the period, and as a result the Marks and Spencer UK 100 
Companies Fund also produced a positive return. The list 
of companies held within the index is reviewed every three 
months. During the period, Scottish Mortgage, Rentokil, 
G4S, Segro, NMC Health, Berkeley Group, Smith, Just Eat 
and Halma joined the index. Capita, Dixons Carphone, Hikma 
Pharmaceuticals, Intu Properties, Royal Mail, Provident 
Financial, ConvaTec Group, Merlin Entertainments and 
Babcock International Group left the index.

Outlook
In the UK, while the economy continues to grow, economic 
momentum seems to have lost steam and sterling 
depreciation has caused inflation to rise significantly. 
Nonetheless, we expect inflation rates to plateau and 
gradually fall from recent levels, which should help support 
an economy which will still be being impacted by Brexit 
uncertainty. An expected environment of co-ordinated 
global economic growth will also be a supporting factor for 
the UK economy, while sterling’s weakness can be considered 
helpful for export growth. If the economy continues to grow 
or if inflation takes longer to fall than expected, the BoE 
is likely to embark on a policy of adjusting interest rates 
higher. Provided this is done in a gradual and measured way, 
however, it need not have a detrimental impact on the FTSE® 
100 Index prospects.

Important changes
The following changes were made to the Fund’s 
Prospectus during the annual reporting period ending 
28 February 2018:

Prospectus update 24 October 2017
- Update to section 2 “Investment Objectives and Policy” - 

wording has been added to describe in a clearer manner 
the circumstances in which the exact composition and 
weightings of the Fund portfolio may not match the 
underlying index, the FTSE® 100 Index. The investment 
restrictions have also been updated.

Prospectus update 19 December 2017
- Section 3 “Best Execution” – wording has been updated as 

per MIFID II requirement;
- Update to section 4 “Fund Property – Exercising Voting 

Rights” – wording has been updated in line with other 
M&S Funds;
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- Update to section 11 “Manager” to reflect changes 
in directorships for Marks and Spencer Unit Trust 
Management Limited;

- New paragraphs added to section 23 “In Specie 
Redemptions” and “In Specie Applications” to replace 
previous “In Specie issue and cancellation” section; and

- Update to section 28 “Taxation” wording to highlight 
changes to dividend distribution allowances resulting from 
the Spring Budget 2017.

The following changes were made to the Fund’s Key 
Investor Information Document during the reporting 
period ending 28 February 2018:

KIID update 9 March 2017
- Update the “Risk and reward profile” SRRI (risk rating) figure 

from 6 to 5.

KIID update 24 October 2017
- Update to “Objectives and investment policy” to reflect 

changes mentioned in “Prospectus update 24 October 
2017” above. This includes investment restrictions on the 
cluster munitions and controversial weapons policy.

KIID update 19 February 2018
- Update to ‘Management company’ section wording to be 

consistent with other M&S Funds and highlight Marks and 
Spencer Unit Trust Management as “The Manager”;

- Update of any references of “Authorised Fund Manager” to 
“Manager”;

- Update to “Risk and reward profile” risk wording to include 
headers; and

- Update to Trustee’s address to reflect new office location.

Other information
Fund Manager: Marks and Spencer Unit Trust  

Management Limited 
Kings Meadow, Chester CH99 9FB

Trustee: State Street Trustees Limited 
Quartermile 3, 10 Nightingale Way, 
Edinburgh EH3 9EG

The above companies are authorised and regulated by the 
Financial Conduct Authority.
Auditors: KPMG LLP 

St Vincent Plaza, 319 St. Vincent Street, 
Glasgow G2 5AS

The full Fund Manager review is in the long form report 
which is available on request by calling 0808 005 5555 in 
the UK or +44 1244 688632 if calling from abroad. Lines are 
open from 8am-8pm Monday to Friday, 9am-5pm Saturday 
and 10am-4pm bank holidays (closed on Sunday, Christmas 
Day, Boxing Day and New Year’s Day). Please be aware that 
opening hours may be restricted over the Christmas period. 
Please contact us for details or visit 
http://marksandspencer.com/unittrusts.
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