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Manager’s investment report
This section gives you confirmation of the Marks & Spencer UK Selection Portfolio (the “Fund”) 
objective. It also gives you the investment strategy employed by the investment adviser; and an 
economic, market and portfolio review for the period of the report.

Our objectives and methods
Objective
The Fund aims to provide capital growth and 
income in the long term, (five years or more).

Policy
The Fund will invest a minimum of 80% of its 
value in the shares (equities) of UK companies, 
including preference shares.

UK companies are deemed to be those that are 
domiciled or incorporated in the UK, or earn at 
least 80% of their revenue from the UK.

The Fund may also invest up to 20% of its 
value in the shares of companies listed on a 
UK stock exchange that are not UK companies 
(as defined above). The Fund may invest no 
more than 10% of its value in the shares of 
companies that are neither UK companies 
nor listed on a UK stock exchange. 

The Fund is structured to deliver the Objective 
through its exposure to both large and 
smaller companies and will hold approximately 
35-45 shares.

The Fund may invest up to 10% of its value 
in collective investment schemes, which the 
Fund may use to indirectly invest in the shares 
of UK and other companies. The Fund may 
also invest in collective investment schemes, 
money market instruments, deposits and cash 
to manage day-to-day cash flow requirements. 
This may include Funds managed or operated 
by the Investment Manager.

The Fund may invest in derivatives for 
efficient portfolio management which means 
investment techniques that aim to reduce risks, 
reduce costs, or generate additional capital or 
income with a level of risk that is consistent 
with the risk profile of the Fund.

The Manager’s investment policy may mean 
that at times it is appropriate not to fully invest 
but to also hold cash or near cash. This will only 
occur when the Manager reasonably regards it 
as necessary to enable Units to be redeemed 
or for the efficient management of the Fund in 
accordance with its objective or purpose that 
may reasonably be regarded as ancillary to 
the objective of the Fund. 

The Manager has determined that the Fund 
will not invest directly in securities issued 
by companies that are considered, after 
reasonable enquiries, to be involved in the 
use, development, manufacturing, stockpiling, 
transfer or trade of controversial weapons, 
including but not limited to cluster munitions 
and/or anti-personnel mines. Please refer 
to the investment restrictions section of 
the Prospectus.

Investment Strategy
The Manager has appointed HSBC Global 
Asset Management (UK) Limited (the 
“Investment Manager”) to provide investment 
management services to the Manager in 
respect of the Fund.

Percentage growth

31.05.17 to 
31.05.18

31.05.18 to 
31.05.19

31.05.19 to 
31.05.20

31.05.20 to 
31.05.21

31.05.21 to 
31.05.22

Fund 0.6% -4.8% -17.6% 23.6% 7.7%

Performance Comparator 
- FTSE All-Share Index 6.5% -3.3% -10.0% 22.4% 6.5%

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, net income reinvested, prepared on the Accumulation 
unit class. The performance figures exclude an initial charge if applied by the Fund.  
Source: Morningstar.
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The Investment Manager’s investment 
process, aims to identify companies that 
can be purchased at an attractive valuation, 
with improving prospects at an appropriate 
level of risk. The Fund will typically invest in 
the shares of 35 to 45 companies but the 
Investment Manager may vary this depending 
on market conditions and the investment 
opportunities that are available. The investment 
process is longer term in nature and as a 
result stewardship activity is integrated into 
investment decisions. Further details of the 
underlying shares in which the Fund is 
invested can be obtained from the Manager, 
and will be disclosed in the annual and half 
yearly accounts.

Use of benchmarks
The Fund is managed with reference to the 
FTSE All-Share Index. The level of risk the 
Fund may take is considered relative to the 
FTSE All-Share Index as part of the portfolio 
construction process. This means the Fund 
returns are more likely to be closer to the 
returns of the FTSE All-Share Index than if there 
were no limits on the level of risk the Fund may 
take. Separately, the Index is also considered as 
part of our investment risk monitoring process, 
to check that the overall level of risk taken by 
the Investment Manager is not inconsistent 
with the UK equities market.

The performance of the Fund is therefore 
shown against the performance of the FTSE 
All-Share Index. The performance of the Fund 
may also be shown against the performance of 
the Investment Association UK All Companies 
sector for comparison purposes only.

The FTSE All-Share Index has been selected 
as a benchmark for performance and risk 
measurement because it is representative of 
the companies in which the Fund may invest. 
The Investment Association UK All Companies 
sector has been selected as a benchmark for 
performance comparison because it consists 
of funds similar to the Fund. Many funds sold 
in the UK are grouped into sectors by the 
Investment Association (the trade body that 
represents UK investment managers),  
to help investors to compare funds with 
broadly similar characteristics.

Use of derivatives
The Fund may invest in exchange traded and 
over-the-counter derivatives in accordance 
with the investment restrictions. The Fund does 
not currently use currency forward contracts or 
other derivative instruments to hedge against 
movements in the rate of exchange between 
sterling and other currencies in which the 
Fund’s assets may be denominated.

Manager’s Report of the 6 months 
to 31 May 2022.
The review period started on a positive note 
driven by the encouraging news around 
Omicron during December. Omicron, although 
more contagious, proved to be a less severe 
disease than previous Covid-19 variants and 
this news boosted equity markets at the end 
of 2021. Against a backdrop of declines in 
major equity markets, UK equities were broadly 
unchanged over January and February, despite 
the conflict between Russia and Ukraine taking 
centre stage. UK equities outperformed other 
markets due to the makeup of the UK equity 
market, which is biased towards financial 
companies and resources. These benefited 
from rising UK interest rates and higher 
commodity prices. During January and most 
of February, oil prices rose amid heightened 
concern of conflict between Russia and Ukraine 
and reduced concerns over the impact of 
the Omicron variant also boosted demand. 
Oil prices received a further boost once 
conflict broke out in Ukraine. At the same time 
economies, including the UK, suffered supply 
constraints which also pushed up inflation. 

In April, sterling performed poorly amid fears 
around the domestic economic outlook. Official 
data showed the UK economy slowed more 
sharply than expected. After an expansion of 
0.7% in January, GDP remained unchanged in 
February, before going on to contract by 0.1% 
in March and a further 0.3% in April. Defensive 
sectors, such as pharmaceuticals and consumer 
staples, performed favourably during this 
period, along with energy companies which 
were supported by the strengthening of the 
dollar. Small and mid-cap equities continued 
to underperform.
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Against a backdrop of rising inflationary 
pressures and the UK’s annual inflation, 
measured by the consumer price index, 
hitting a 40-year high of 9% in April, the 
Bank of England announced a series of interest 
rate hikes which took Base Rate from 0.15% 
to 1% between December 2021 and May 
2022. In late May 2022, UK Chancellor Rishi 
Sunak unveiled an additional package to help 
households facing an expected further rise in 
energy bills along with a temporary windfall tax 
on oil and gas companies.

Fund Overview
The period was a difficult one for equity 
markets to operate in – rising inflation and 
rising interest rates are a risk to economic 
growth and hence company prospects. 
This environment also created opportunities - 
sectors such as Health Care and Utilities, along 
with some cyclical sectors like Energy and 
Materials, strongly outperformed. In contrast, 
Information Technology, Industrials and 
Consumer Discretionary sectors lagged 
during the period. 

Turning to the Fund, at the stock level, the 
largest positive contributor to performance 
was BP, helped by a spike in oil and gas prices 
after the Ukraine-Russia crisis and subsequent 
sanctions on Russia. Expectations for strong 
defence orders following the conflict in 
Ukraine helped QinetiQ outperform, along 
with positive earnings news which provided 
reassurance to the market. Prudential was the 
largest relative detractor - it is now entirely 
focussed on Asia, a higher growth market for 
insurance and wealth products than the UK, 
but continued Covid-19 outbreaks and strict 
lockdowns in China (and elsewhere) have 
harmed near term growth expectations. 

During the period, positions were initiated in 
Tate & Lyle plc and Hikma Pharmaceuticals 
plc. Whilst positions in Associated British 
Foods, WH Smith, SSP Group, International 
Consolidated Airlines, WPP and Rentokil Initial 
were exited. 

Outlook 

We expect ongoing conflict between Russia and 
Ukraine, high inflation, and interest rate rises to 
keep a lid on market performance in the near 
term. Amid central bank policy normalisation, 
the “stagflation tone” to macro data (lower 
GDP and profits expectations, higher inflation) 
is likely to persist and may not improve until 
later in 2022. For the time being, however, 
still-accommodative policy settings, tight 
labour markets, and a transition to endemic 
Covid-19 should support global growth, though 
clearly the risks of an economic downturn have 
risen and a recession cannot be ruled out.

Overall, the Fund continues to identify 
companies which offer sustainable value 
creation, purchased at an attractive valuation 
and an appropriate level of risk. As a bottom-
up strategy, stock selection is the key driver 
of returns and currently the portfolio is 
overweight Energy, Industrials and Financials, 
and underweight Consumer Staples, Real 
Estate and Health Care.



THE MARKS AND SPENCER UK SELECTION PORTFOLIO

PAGE 5

 Portfolio statement
This section details all the different companies in which the Fund invests, by sector. It also shows 
the number of shares held, the percentage each company represents of the Fund as a whole 
and the value of those shares at the end of the period (shown under bid value).

As at 31 May 2022   
HOLDING OR NOMINAL

VALUE OF POSITIONS 
AS AT 31 MAY 2022

BID
VALUE

(£)

% OF
NET TOTAL

ASSETS

HOLDING OR NOMINAL
VALUE OF POSITIONS 

AS AT 31 MAY 2022

BID
VALUE

(£)

% OF
NET TOTAL

ASSETS

UK EQUITIES AND CONVERTIBLES  
(94.44%; 30.11.21  96.24%)   

OIL & GAS  
(15.40%; 30.11.21 10.68%)   
Oil & gas producers   15.40 
BP  1,386,312 6,016,594  6.07

Shell  389,653 9,260,104  9.33 

Total Oil and gas  15,276,698  15.40

BASIC MATERIALS 
(6.59%; 30.11.21 9.71%)   
Chemicals   1.49
Victrex 84,424 1,477,420  1.49 

Mining  5.10 
Antofagasta 152,805 2,257,694  2.27 

Rio Tinto 48,773 2,803,960  2.83 

Total Basic materials  6,539,074  6.59 
  
INDUSTRIALS 
(17.43%; 30.11.21 18.12%) 
Aerospace & defence  4.46 
BAE Systems 249,505 1,884,761  1.90 

QinetiQ 695,777 2,539,586  2.56 

Construction & materials  1.16 
Ibstock 617,502 1,147,936  1.16 

General industrials  2.76 
Coats Group 1,243,555 864,271  0.87 

Smurfit Kappa 58,444 1,878,975  1.89 

Support services  9.05 
Bunzl 41,499 1,148,277  1.16 

DCC (London listed) 23,982 1,345,390  1.36 

Ferguson 26,388 2,514,776  2.53 

Hays 724,576 888,330  0.89 

Intertek 42,165 1,954,348  1.97 

Volution 278,444 1,130,483  1.14 

Total Industrials  17,297,133  17.43 
  
 

CONSUMER GOODS 
(10.77%; 30.11.21 13.39%)  
Beverages  2.93 
Diageo 39,192 1,440,110  1.45 

Tate & Lyle 196,914 1,466,025  1.48 

Household goods  1.88 
Barratt Developments 170,917 862,105  0.87 

Persimmon 46,113 1,003,419  1.01 

Personal goods  2.80 
Unilever 72,690 2,779,302  2.80 

Tobacco  3.16 
Imperial Brands 175,405 3,137,995  3.16 

Total Consumer Goods  10,688,956  10.77 
  
HEALTHCARE 
(9.33%; 30.11.21 7.04%)  
Pharmaceuticals & biotechnology  9.33 
AstraZeneca 44,469 4,647,900  4.69 

GlaxoSmithKline 220,179 3,813,941  3.84 

Hikma 
Pharmaceuticals 46,638 792,146  0.80 

Total Healthcare  9,253,987  9.33 
  
CONSUMER SERVICES 
(7.18%; 30.11.21 10.00%)  
General retailers  1.89 
Next 28,910 1,872,790  1.89 

Food & drug retailers  2.32 
Tesco 888,837 2,301,199  2.32 

Media  0.82 
Moneysupermarket.com  
 436,165 811,267  0.82 

Travel & leisure  2.15 
Compass Group 120,265 2,137,710  2.15 

Total Consumer Services  7,122,966  7.18 
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 Portfolio statement
This section details all the different companies in which the Fund invests, by sector. It also shows 
the number of shares held, the percentage each company represents of the Fund as a whole 
and the value of those shares at the end of the period (shown under bid value).

As at 31 May 2022   
HOLDING OR NOMINAL

VALUE OF POSITIONS 
AS AT 31 MAY 2022

BID
VALUE

(£)

% OF
NET TOTAL

ASSETS

HOLDING OR NOMINAL
VALUE OF POSITIONS 

AS AT 31 MAY 2022

BID
VALUE

(£)

% OF
NET TOTAL

ASSETS

TELECOMMUNICATIONS 
(3.21%; 30.11.21 1.95%)
Mobile telecommunications  3.21
Vodafone 2,441,790 3,188,489  3.21 

Total Telecommunications  3,188,489  3.21 
  
UTILITIES 
(4.11%; 30.11.21 3.49%)   
Electricity  4.11 
Drax 209,905 1,413,710  1.42 

SSE 150,491 2,664,443  2.69 

Total Utilities  4,078,153  4.11 
   
FINANCIALS 
(17.95%; 30.11.21 18.67%)   
Banks  10.83 
Barclays 2,242,498 3,790,719  3.82 

HSBC Holdings* 720,235 3,838,132  3.87 

NatWest 1,366,321 3,117,945  3.14 

Life insurance  5.30 
Phoenix Group 361,367 2,303,353  2.32 

Prudential 284,628 2,953,015  2.98 

Financial services  1.82 
IG Group Holdings 252,349 1,805,557  1.82 

Total Financials  17,808,721  17.95 
   
TECHNOLOGY 
(2.47%; 30.11.21 3.19%)  
Software & computer services  2.47
FDM Group 67,559 631,001  0.63 

Rightmove 156,485 939,849  0.95 

Sage 134,342 882,090  0.89 

Total Technology  2,452,940  2.47 
  
Total UK Equities
& Convertibles  93,707,117  94.44 
  
 

OVERSEAS EQUITIES & CONVERTIBLES 
(3.66%; 30.11.21 2.60%)   
Australia (2.55%; 30.11.21 0.00%)  2.55 
BHP Group 93,066 2,532,791  2.55 

BHP CREST 
entitlement 93,066  -   - 

 
Spain (0.00%; 30.11.21 0.67%)   
 
United States (1.11%; 30.11.21 1.93%)  1.11 
Microsoft 5,123 1,104,923  1.11 

Total Overseas Equities
& Convertibles  3,637,714  3.66 
  
FUTURES (0.04%; 30.11.21 (0.02%))  
ICF FTSE 100 Index  
Future June 2022 15 44,930  0.05 

ICF FTSE 250 Index  
Future June 2022 19 7,371   - 

Total Futures contracts  52,301  0.05 
 

Portfolio of investments 97,397,132  98.15 

Net other assets 1,826,878  1.85 

Net assets 99,224,010  100.00
   
* Related party

The securities held are approved and 
are admitted to an official listing unless 
otherwise specified.

Total purchases for the period, including 
transaction charges, were £9,129,856.

Total sales proceeds for the period, net 
of transaction charges, were £10,854,656.  
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Net asset value per unit 
and comparative table
This section details in concise figures how the Fund has performed, in terms of the size of the 
Fund, the price of units and the income distributions made.

INCOME

Change in net assets per unit 31.05.22 30.11.21 30.11.20 30.11.19

Opening net asset value per unit 314.27p 280.56p 346.67p 322.07p

Return before operating charges* 26.97p 45.11p (57.71p) 38.94p

Operating charges** (1.56p) (3.37p) (3.16p) (4.40p)

Return after operating charges* 25.41p 41.74p (60.87p) 34.54p

Distributions on income unit (5.77p) (8.03p) (5.24p) (9.94p)

Closing net asset value per unit 333.91p 314.27p 280.56p 346.67p

*after direct transaction costs of:*** 0.17p 0.28p 0.38p 0.56p

Performance
Return after charges 8.09% 14.88% (17.56%) 10.72%

Other information
Closing net asset value £1,162,768 £1,110,666 £1,096,176 £1,414,427
Closing number of units 348,224 353,406 390,706 408,006
Operating charges 0.99% 1.00% 1.10% 1.09%
Direct transaction costs 0.05% 0.09% 0.13% 0.17%

Prices
Highest unit price 341.60p 334.80p 361.90p 354.50p
Lowest unit price 311.60p 280.50p 222.40p 302.20p

** The operating charges include all costs borne by the Fund, except for direct transaction costs.

 It includes the operating charges of any collective investment schemes in which the Fund invests.

*** The direct transaction costs are made up of fees and commissions paid to agents, advisers,

 brokers and dealers, levies by regulatory agencies and securities exchanges as well as transfer

 taxes and duties.
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Net asset value per unit 
and comparative table
This section details in concise figures how the Fund has performed, in terms of the size of the 
Fund, the price of units and the accumulation distributions made.

ACCUMULATION

Change in net assets per unit 31.05.22 30.11.21 30.11.20 30.11.19

Opening net asset value per unit 629.32p 547.91p 664.20p 599.33p

Return before operating charges* 53.94p 88.02p (110.21p) 73.12p

Operating charges** (3.13p) (6.61p) (6.08p) (8.25p)

Return after operating charges* 50.81p 81.41p (116.29p) 64.87p

Distributions on accumulation unit (11.54p) (15.78p) (10.09p) (18.64p)

Retained distributions on  
accumulation unit 11.54p 15.78p 10.09p 18.64p

Closing net asset value per unit 680.13p 629.32p 547.91p 664.20p

*after direct transaction costs of:*** 0.35p 0.54p 0.74p 1.05p

Performance
Return after charges 8.07% 14.86% (17.51%) 10.82%

Other information
Closing net asset value £98,061,242 £93,524,686 £85,700,124 £109,518,252
Closing number of units 14,418,002 14,861,210 15,641,360 16,488,860
Operating charges 0.99% 1.00% 1.10% 1.09%
Direct transaction costs 0.05% 0.09% 0.13% 0.17%

Prices
Highest unit price 683.90p 660.70p 693.70p 670.40p
Lowest unit price 623.80p 547.80p 426.10p 562.00p

** The operating charges include all costs borne by the Fund, except for direct transaction costs.

 It includes the operating charges of any collective investment schemes in which the Fund invests.

*** The direct transaction costs are made up of fees and commissions paid to agents, advisers,

 brokers and dealers, levies by regulatory agencies and securities exchanges as well as transfer

 taxes and duties.
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Ongoing charges
For the 12 month period to 31 May 2022: 0.99%
For the 12 month period to 30 November 2021: 1.00%
The ongoing charges measure the annual charges and expenses of an investment fund. These will affect the 
returns to the investor. Most European investment funds highlight the ongoing charges to help you compare 
the annual charges and expenses of different funds.

Ex-distribution (XD) dates: 1 December and 1 June

Income payment dates: 31 January and 31 July

Risk and reward profile
Lower risk Higher risk

Typically lower rewards Typically higher rewards

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 6?
This Fund is classified in category 6 because its price or simulated data has shown high 
fluctuations historically.

Authorised status
The Fund is an authorised unit trust under Section 243 of the Financial Services and Markets Act 
2000 (authorisation orders) and the Financial Conduct Authority Handbook and is categorised as 
an Undertakings for Collective Investment in Transferable Securities (UCITS) scheme.

Certification of financial statements by 
Directors of the Manager
This report has been prepared in accordance with the requirements of the Collective Investment 
Schemes Sourcebook as issued and amended by the Financial Conduct Authority.

Paul Spencer (Chief Executive) Phillip Scott (Director)

For and on behalf of Marks and Spencer Unit Trust Management Limited.
27 July 2022

1 2 3 4 5 6 7
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Statement of change in net assets 
attributable to Unitholders
For the period ended 31 May 2022

Statement of total return
This section details the income of the Fund over the period of the report and explains how this 
income is distributed to the investors. It also provides an analysis of increases and decreases in 
net assets over the accounting period. 

For the period ended 31 May 2022

31.05.22 31.05.21
£ £ £ £

Income

Net capital gains

Revenue 2,175,966 

5,872,538 

1,540,168 

12,127,007 

Expenses (478,369) (508,200)

Interest payable and 
similar charges (307) - 

Net revenue before taxation 1,697,290 1,031,968 

Taxation (891) (9,338)

Net revenue after taxation 1,696,399 1,022,630 

Total return before distributions 7,568,937 13,149,637 

Distributions/Accumulations (1,696,401) (1,022,641)

Change in net assets 
attributable to Unitholders 5,872,536 12,126,996 

31.05.22 31.05.21
£ £ £ £

Opening net assets attributable 
to Unitholders

 
94,635,352 

 
86,796,300 

Amounts receivable on issue of units 445,279 259,554 

Amounts payable on cancellation 
of units (3,393,586) (2,780,099)

(2,948,307) (2,520,545)

Change in net assets attributable 
to Unitholders from investment 
activities (see above) 5,872,536 12,126,996 

Retained distribution on 
accumulation units 1,664,429 1,001,466 

Unclaimed distributions - 42

Closing net assets attributable 
to Unitholders 99,224,010 97,404,259 
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Balance sheet 
As at 31 May 2022

31.05.22 30.11.21
£ £ £ £

ASSETS
Fixed assets:
Investments 97,397,132 93,540,594 

Current assets:

Debtors 526,256 3,605,153 
Cash and bank balances 1,471,014 510,409 

Total current assets 1,997,270 4,115,562 

TOTAL ASSETS 99,394,402 97,656,156 

LIABILITIES
Investment liabilities - (17,534)
Creditors:

Bank overdrafts - (595)
Distribution payable (20,075) (16,497)
Other creditors (150,317) (2,986,178)

TOTAL LIABILITIES (170,392) (3,020,804)

Net assets attributable 
to Unitholders

99,224,010 94,635,352 
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Distribution table
For the period ended 31 May 2022 

Interim

Group 1: Units purchased prior to 1 December 2021   
Group 2: Units purchased between 1 December 2021 to 31 May 2022  

Net 
income 
2022 
pence per unit

Equalisation

2022
pence per unit

Distribution 
payable
2022 
pence per unit

Distribution 
paid
2021 
pence per unit

Income units

Group 1 5.7650 - 5.7650 3.3658

Group 2 3.3814 2.3836 5.7650 3.3658

Accumulation units

Group 1 11.5441 - 11.5441 6.5730

Group 2 6.7710 4.7731 11.5441 6.5730

Other information
The interim financial statements have been prepared on the historical cost basis, as modified 
by the revaluation of investments, in compliance with FRS 102 and in accordance with the 
Statement of Recommended Practice for Authorised Funds (SORP) issued by the Investment 
Association in May 2014 (and amended in June 2017).
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Important changes
There were no changes made to the Fund’s Prospectus during the reporting period ending 
31 May 2022.

The following changes were made to 
the Fund’s Key Investor Information 
Document during the reporting period 
ending 31 May 2022:

KIID update 17 February 2022
- Update to “Past Performance” to include 

performance information for 2021.



Please call 0808 005 5555 if you would like to receive this 
information in an alternative format such as large print, Braille 
or audio.

M&S Savings and Investments is a trading name of Marks and Spencer Unit Trust Management Limited. Registered 
in England No. 2253009. Registered office: Kings Meadow, Chester Business Park, Chester CH99 9FB. Authorised 
and regulated by the Financial Conduct Authority. Marks and Spencer Unit Trust Management Limited is part of 
the HSBC group. Marks and Spencer is a registered trademark of Marks and Spencer plc and is used under licence. 
© Marks and Spencer Unit Trust Management Limited 2022. All rights reserved. Marks and Spencer Unit Trust 
Management Limited is entered in the Financial Services Register under reference number 141662. Calls may be 
recorded for mutual security, training and monitoring purposes.


