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Investment objective and policy
The Fund’s objective is to achieve long term capital growth, as well 
as a reasonable yield. A ‘reasonable yield’ is defined as the quoted 
average yield of funds in its Investment Association peer group which 
is the mixed investment (minimum 40% in shares, maximum 85% 
shares) peer group.

For the period 01 January 2017 to 14 September 2017
The Fund invested in United Kingdom fixed interest stocks, United 
Kingdom and overseas equities and other securities. Generally the 
Fund invested in transferable securities listed or traded on an eligible 
securities market with power to invest in recently issued transferable 
securities which were to be so listed or traded. However, transferrable 
securities, that were not approved securities, could have been held 
within the Fund provided the total of such securities did not exceed 
10% value of the property of the Fund. This 10% limit was inclusive of 
recently issued securities.

For the period 15 September 2017 to 31 December 2017
The Fund invests in a broad range of securities including equities, 
fixed income and money market instruments. The portfolio will 
be diversified globally by investing both in the UK and overseas. 
Investments will be held directly in securities or indirectly via 
collective investment schemes, of which a large proportion are likely 
to track indices as part of their underlying objective. In addition, 
the Fund may indirectly hold property by investing in collective 
investment schemes. The collective investment schemes in which the 
Fund will invest will include schemes which are managed or operated 
by the Manager or an associate of the Manager.

The Fund may use derivative instruments (options, futures and 
contracts for differences) and forward transactions 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 Manager’s investment policy may mean that at times it is 
appropriate not to fully invest but to 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 objectives or purpose that may 
reasonably be regarded as ancillary to the objectives of the Fund.

Strategy
For the period 01 January 2017 to 14 September 2017 
The Fund was structured to deliver the objective through its 
broad exposure to UK Government bonds and worldwide equities 
including the UK. The Fund used a multi-manager approach and it 
invested in a range of UK shares, UK and international bonds and 
overseas shares.

For the period 15 September 2017 to 31 December 2017
The Fund is structured to deliver the Objective through its broad 
exposure to UK and global equities and fixed income securities.

The allocation to these asset classes will vary through time to 
reflect both the longer-term investment return expectations and 
shorter-term more tactical market views of the Investment Manager. 
The longer-term allocations across the various different asset 
classes are adjusted to meet the Objective and are reviewed at 
least annually. The short-term tactical asset allocation enables the 
Investment Manager to invest in asset types, regions and currencies 

it believes have a more positive outlook or to reduce exposure to 
those asset classes it considers to have a less favourable outlook. 

The desired allocation to each asset class will be achieved by 
investing indirectly in either collective investment schemes (CIS) 
or directly into securities. This will include investment in CIS a large 
proportion of which are likely to have objectives which aim to track 
various indices, which are sometimes referred to as being passively 
managed. There is no limit to the percentage which can be invested 
in CIS and there is no limit to the percentage of the Fund which can 
be invested in other CIS managed by the Manager, the Investment 
Manager or an associate. It is the intention where possible to invest 
in CIS managed by the Investment Manager.

The investment styles the Investment Manager can utilise may 
include selecting CIS in which to invest which may track indices as 
part of their objective and policy, tracking market capitalisation 
indices, and/or the use of suitable alternative weighting schemes 
that are not market weighted that the Investment Manager 
considers appropriate.

As at the date of this report:   

- 23% of the value of the Fund is invested directly in UK equities 
with the aim to match the return of the FTSE All-Share Index ®, 
with a further 

- 50% of the value of the Fund invested in CIS or other instruments 
which in turn are passively managed and individually track a 
diverse range of market specific, regional and global indices in 
order to achieve the Objective of the Fund.

It should be noted that this allocation will fluctuate based upon 
market movement and the Investment Manager’s discretion to 
adjust the asset allocation to enable the Fund to meet its Objective. 
This is sometimes referred to as Tactical Asset Allocation (TAA). 

The Investment Manager may use a combination of investment 
styles and allocation techniques to actively manage the Fund and 
these will vary from time to time. Investors should be aware that 
the asset allocation will fluctuate based upon market movements 
and the Investment Manager has full discretion to adjust the asset 
allocation to enable the Fund to meet its Objective.

The Manager has determined that the Fund will not invest in 
securities issued by companies that are considered, after reasonable 
enquiries, to be involved in the use, development, manufacturing, 
stockpiling, transfer or trade of cluster munitions and/or anti-
personnel mines.

Fund facts
Ex-distribution (XD) dates: 1 January and 1 July
Income payment dates: 28 February and 31 August

Ongoing charges
For the 12 month period to 31 December 2017: 1.43%
For the 12 month period to 31 December 2016: 1.56%
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.

Manager’s annual short report
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Fund size
As at Share class Net asset value £m Net asset value per unit (pence) No. of units in issue

31/12/17
Income 13.5 515.07 2,617,784

Accumulation 651.3 826.37 78,812,832

31/12/16
Income 13.2 467.97 2,816,961

Accumulation 622.8 744.81 83,623,545

Net income distribution
Year Income units pence per unit Accumulation units pence per unit
2017 4.0291 6.4249
2016 3.6958 5.8393

Risk and reward profile
Lower risk Higher risk

Typically lower rewards  Typically higher rewards

1 2 3 4 5 6 7

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.

•  Issuers of debt securities may fail to meet their regular 
interest and/or capital repayment obligations. All credit 
instruments therefore have potential for default. Higher 
yielding securities are more likely to default.

•  If yields on fixed income securities rise then the capital 
value of the Fund may decrease.

•  As interest rates rise debt securities will fall in value. The 
value of debt securities is inversely proportional to interest 
rate movements.

•  Emerging economies typically exhibit higher levels of 
investment risk. Markets are not always well regulated 
or efficient and investments can be affected by reduced 
liquidity.

•  Liquidity is a measure of how easily an investment can be 
converted to cash without a loss of capital and/or income 
in the process. The value of assets may be significantly 
impacted by liquidity risk during adverse market 
conditions.

•  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.

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?
This multi-asset Fund has a higher risk profile than funds holding solely bonds and/or money market instruments as it 
invests predominantly in shares.
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Asset allocations
HSBC Global Asset Management (UK) Limited directly manage a proportion of the Fund and sub-delegate the remaining 
fund management to specialist advisers. The exact proportions managed by each adviser at the period end are shown in the 
table. 
Areas of 
investment

% of the Fund  
as at 31/12/17

% of the Fund  
as at 31/12/16

Investment advisers Investment Policy

UK shares 24.4%
(14/9/17: 24.9%)

25.2% HSBC Global Asset 
Management (UK) Limited

Use an optimised replication approach to track the FTSE® All Share Index. This 
involves investing in a representative sample of the constituents of the index 
that is designed to help the Fund track the performance of the Index.

UK and overseas 
bonds

0.0%
(14/9/17: 19.8%)

19.8% Insight Investment Insight aimed to add stability and income to the Fund by investing in 
government bonds and corporate bonds. They primarily invested in UK bonds, 
but were allowed to hold up to 40% in foreign currency denominated bonds. 
Only bonds with a Standard and Poor’ rating of ‘A’ and above were held. The 
bonds held by the Fund had an approximate duration of 9 years.

International 
shares

0.0%
(14/9/17: 30.8%)

29.2% Axiom International Axiom invested in companies that they believed would report better results 
than expected by consensus market forecasts. The positive surprises compared 
to expectations could have meant that the shares may have outperformed.

International 
shares

0.0%
(14/9/17: 24.4%)

25.5% Sanders Capital LLC Sanders had a value investment strategy where they used fundamental research to 
identify shares that were undervalued by the markets.

UK and overseas 
shares and bonds 
through directly 
held investments 
and collective 
investment 
schemes

73.2%
(14/9/17: 0.0%)

0.0% HSBC Global Asset 
Management (UK) Limited

The Fund invests in a broad range of securities including equities, fixed income 
and money market instruments. The portfolio will be diversified globally by 
investing both in the UK and overseas. Investments will be held directly in 
securities or indirectly via collective investment schemes, of which a large 
proportion are likely to track indices as part of their underlying objective. 
In addition, the Fund may indirectly hold property by investing in collective 
investment schemes. The collective investment schemes in which the Fund will 
invest will include schemes which are managed or operated by the Manager or an 
associate of the Manager.

Cash 2.4%
(14/9/17: 0.1%)

0.1% N/A N/A

Top ten holdings
ASSET % of fund as at 31/12/17 ASSET % of fund as at 31/12/16
1. HSBC FTSE All-World Index Fund* 13.28 1. Treasury 4.75% 7/3/2020 3.73
2. HSBC American Index Fund* 9.41 2. Royal Dutch Shell 2.31
3. HSBC European Index Fund* 6.95 3. Treasury 2% 7/9/2025 1.89
4. HSBC GIF Global Emerging Markets Local Debt Fund* 6.26 4. BP 1.75
5. HSBC Japan Index Fund* 5.54 5. Citigroup 1.71
6. HSBC GIF Global Emerging Markets Bond Fund* 4.83 6. Samsung Electronics 1.68
7. HSBC GIF Global Real Estate Equity Fund* 4.00 7. Apple 1.58
8. HSBC GIF Economic Scale Index GEM Equity Fund* 3.46 8. Microsoft 1.58
9. HSBC Pacific Index Fund* 3.12 9. Treasury 4.75% 7/12/2030 1.48
10. HSBC GIF Global Government Bond Fund* 2.47 10. HSBC Holdings* 1.47

*Related parties *Related parties   

Summary performance
Percentage growth

31/12/12 to 31/12/13 31/12/13 to 31/12/14 31/12/14 to 31/12/15 31/12/15 to 31/12/16 31/12/16 to 31/12/17
15.1% 7.3% 1.3% 19.2% 10.7%

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. The performance figures exclude the initial charge of the Fund. Source: 
Morningstar.

Asset classes as at 31 December 2017
UK Shares 20.81%
UK Collectives & Investment 
Trusts

42.65%

Overseas Shares & Collectives 34.02%
Forwards 0.09%
Cash 2.43%
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Review of the 12 month period to 31 
December 2017
The majority of equity markets showed a strongly positive 
return in 2017, adding to gains seen in recent years. The year 
saw coordinated economic expansion in all the major blocs 
and this was a positive factor which allowed equity markets 
to perform well.
In the US, market sentiment was positive at the start of the 
year following Donald Trump’s inauguration as US President. 
Expectations that he would pursue pro-growth policies, 
such as tax reductions and infrastructure spending, which 
would benefit company earnings, helped propel equities 
higher. Although scepticism about Trump’s ability to deliver 
on his promises set in as the year went on, the strength of 
US economic data, accompanied by better economic data in 
all of the major blocs, supported an equity rally. Optimism 
was further bolstered at year end as Trump’s proposed tax 
legislation passed in early December, with the proposed tax 
cut injecting additional momentum into US equity market 
prospects. 
In the UK, negotiations on Brexit continued to dominate the 
news throughout the year but did not provide any real clarity 
with regard the post-Brexit relationship with the EU. 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. In April, Prime Minister Theresa May unexpectedly 
announced that a snap general election would be held on 
8 June, citing a need for a clear mandate ahead of Brexit 
negotiations. Although the Conservatives won more seats 
than the other parties in the election, this was not enough 
to secure the party a parliamentary majority. Lack of a firm 
political base and uncertainty over Brexit, although factors 
holding the UK equity market back, did not prevent strong 
positive gains for UK equities for the year as a whole.
Within the eurozone, a range of positive economic indicators 
bolstered European equities and continued to point towards 
expansion, leading the European Central Bank to signal that 
it would scale back its stimulus programme. In Germany, 
Chancellor Angela Merkel’s party secured fewer seats than 
expected in its federal election, casting some doubt on 
whether French president Macron would be able to secure 
enough backing from Germany for his proposals to reform 
the eurozone. In Spain, although Catalonia called for an 
independence referendum to be held on 1 October, the 
country’s government refused to recognise the vote and 
deemed it illegal.

In Asia, The People’s Bank of China signalled its intention 
to keep monetary conditions tight and to pre-empt the 
risk of capital outflows as ratings agency Standard & Poor’s 
downgraded the country’s credit rating, citing concerns 
over debt levels. Nonetheless, Chinese equities made 
strong gains, as did Asian equities in general. In Japan, 
although the market experienced turbulence following 
North Korea’s nuclear weapon testing, equities soon reverted 
to performing well, helped by business investment and 
economic sentiment which improved. 
The Global and UK government bond markets were relatively 
stable in 2017, supported by low levels of interest rates 
and a continued search for yield by investors. Corporate 
Bond issuance was at record highs in 2017 as issuers took 
advantage of historically low interest rates. This did not 
prevent corporate bond markets from continuing to perform 
well, however. In the US, the central bank continued its policy 
of gradual normalisation of interest rates, while elsewhere the 
Bank of England reversed its rate cut made after the Brexit 
vote and the European Central Bank signalled that monetary 
policy would be made slightly less expansionary. 

Portfolio Review
During the third quarter, the portfolio manager implemented 
a variety of changes. This followed the decision to transfer the 
mandates managed by Sanders, Axiom and Insight to HSBC 
Global Asset Management. 
Asset allocation changed from 80% in equities and 20% in 
bonds to 70% in equities, 23% in bonds, 5% in property and 
2% in cash. The reduction in equities came from the global 
allocation, which declined to 45%. In fixed income, the fund 
became more diversified by moving away from a reliance 
on UK government bonds by introducing corporate bonds 
(both Investment Grade and High Yield), as well as Emerging 
Market Debt, with allocations to both US dollar denominated 
and local currency investments. This further added to return 
potential of the overall fund. A further asset class of Real 
Estate Investment Trusts, which gives the fund exposure to 
the property market via a collection of listed investments, 
was added. It should be noted that all percentages shown 
above are indicative, as the portfolio will be managed actively 
and therefore these numbers can be expected to change.
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Geographical spread of investments

COUNTRY % of Fund as at 
31/12/17

% of Fund as at 
31/12/16 COUNTRY % of Fund as at 

31/12/17
% of Fund as at 

31/12/16
UK 63.46% 41.36% Taiwan - 1.24%
Luxembourg 29.87% 0.32% Indonesia - 0.97%
Ireland 2.06% 2.72% Singapore - 0.95%
Channel Islands 1.72% 3.05% Hong Kong - 0.61%
Spain 0.11% 0.08% Russia - 0.57%
Germany 0.07% 1.54% China - 0.47%
Bermuda 0.07% 0.34% Brazil - 0.35%
Switzerland 0.05% 1.38% South Africa - 0.32%
Cayman Islands 0.04% 0.37% India - 0.25%
Netherlands 0.01% 0.44% Denmark - 0.24%

Canada 0.01% - Italy - 0.20%
Gibraltar 0.01% - Portugal - 0.15%
United States - 31.68% Forwards 0.09% (0.02%)
Japan - 3.55% Futures - 0.05%
France - 2.49% Net other assets 2.43% 2.29%
South Korea - 2.04%
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Outlook
We enter 2018 with coordinated economic growth from 
the main economic blocs. Such coordination is a positive 
sign that economic growth can be sustained over the 
course of the year. President Trump passed his tax reform 
bill at the end of 2017, which should boost US economic 
growth via increased consumer spending and business 
investment (though the magnitude of the stimulus is 
unclear). Continental Europe, for so long the weak man 
of the major economic blocs with stuttering, inconsistent 
economic growth, is producing robust economic data again. 
In the UK, Brexit introduces an element of uncertainty which 
could hold the economy back somewhat. Nonetheless weak 
sterling and global economic growth are positives. Japan 
is also benefitting from the global economic upturn, while 
emerging economies appear to be through their weakness 
of recent years, helped by a recovery in commodity prices 
and more competitive exchange rates. 
Such a scenario paints a positive backdrop for riskier assets, 
such as equities. Although these markets have performed 
well, the environment for equities is positive as long as 
economic growth is sustained, bond markets do not decline 
materially and central banks continue with their gradual 
approach to normalizing monetary policy. It would not be 
surprising to see greater volatility in the asset class than 
has been the case recently, however. Fixed income markets 
continue to be characterized by historically low levels of 
yield. At this point in the economic cycle this makes them 
vulnerable to set-back. However, their performance in 2017, 
when a similar environment ensued, demonstrates that it is 
perfectly possible for fixed income to also deliver positive 
returns in the year ahead, particularly if inflation remains 
well behaved. 
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Important Changes
The following changes were made to the Fund’s 
Prospectus during the reporting period ending 31 
December 2017.

Prospectus update 15 September 2017:
Following a review of the use of third party investment 
managers the Manager appointed HSBC Global Asset 
Management UK Limited as the sole investment manager, 
removing all non HSBC investment Managers and reducing 
the annual Management (UK) Limited charge received by the 
Manager from 1.50% to 1.28%. This resulted in the following 
changes to the Prospectus:
- Update to section 2, “Investment Objectives and Policy” to 

update and clarify the Investment Policy and Strategy of 
the Fund:

(a) Clarifying the Investment Policy of the Fund to make 
it clearer to investors that the Fund invests in a broad 
range of securities from the UK and Overseas and can 
invest directly in securities or indirectly via collective 
investment schemes which may track indices as part of 
their underlying objective.

(b) Remove the investment restriction within the Prospectus 
which prevents investment in other funds to 10% of the 
value of the Fund and prevents the Fund from investing in 
other funds managed by HSBC Global Asset Management.

(c) the appointment of HSBC Global Asset Management (UK) 
Limited as the Investment Manager and the removal of 
Axiom International Investors LLC,  Sanders Capital LLC 
and Insight Investment Management (Global) Limited as 
specialist investment advisers for the Fund. 

(d) Update the strategy of the Fund to disclose that 
approximately 44% of the Fund will be invested in index 
tracking funds and 26% of the Fund will be directly 
invested in the FTSE All-Share Index.

(e) Remove the restriction on the use of tactical asset 
allocation.

- Update to the Definitions;
- Update to the investment restrictions to reflect changes in 

the FCA Rules;
- Update to Section 6 “Historical Performance” to include 

performance for 2016;
- Update to Section 8 “Distributions” to reflect actual 

distribution dates;
- Update to Section 11 “Manager” to reflect changes 

in directorships for Marks and Spencer Unit Trust 
Management Limited;

- Update to Section 14 “Investment Manager” to reflect the 
appointment of HSBC Global Asset Management (UK) 
Limited as the sole investment manager;

- New section 18 “Ongoing Charges Figures” to provide a 
full breakdown of the ongoing charges for the Fund and 
reflect the reduction in the annual management charge.

Prospectus update 19 December 2017:
In preparation for the forthcoming MIFID II regulation 
(effective date 3 January 2018), changes were made to the 
Prospectus. Other non-material changes which occurred 
since the last update were also included. This resulted in the 
following changes to the Prospectus:
- Update to Section 2 “Investment Objectives, Policy and 

Strategy” to include cluster munitions’ restriction (under 
both “Investment Strategy” and “Restrictions” sub sections) 
and Section 31 (“Risks”);

- Update to Section 3 “Best Execution” wording as per MIFID 
II requirement;

- Update to Section 11 “Manager” to reflect changes 
in directorships for Marks and Spencer Unit Trust 
Management Limited;

- Update to Section 23 “Purchase and Redemption of 
Units” to reflect a change to “Redemption” wording to be 
consistent with other M&S Funds’ wording. 

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

- Update to Section 25 “Dilution Levy” to include most 
recent figures and dates.

- Update to Section 28 “Taxation” (“Dividend Distributions”) 
to include changes to Spring 2018 budget dividend 
allowances.

The following changes have been made to the Fund’s 
Key Investor Information Document during the reporting 
period ending 31 December 2017:

Changes made to the KIID republished 15 September 
2017:
- Update of Performance data to include performance for 

2016;
- Update of the Investment Objectives and Policy to provide 

the following detail as to the Policy and Strategy of the 
Fund

- (a) To make it clearer to investors that the Fund invests in 
a broad range of securities from the UK and Overseas and 
can invest directly in securities or indirectly via collective 
investment schemes which may track indices as part of 
their underlying objective.

- (b) Update the strategy of the fund to disclose that 
approximately 44% of the Fund will be invested in index 
tracking funds and 26% of the fund will be directly 
invested in the FTSE All-Share Index.

- (c) Update to the ongoing charges figure to reflect that 
the OCF is now an estimate. 
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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 
  15 Canada Square, London E14 5GL

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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Please call 0808 005 5555 if you would like to receive this information in an 
alternative format such as large print, Braille or audio.
FTSE® is a trademark of the London Stock Exchange plc and The Financial Times Limited and is used by FTSE® International Limited (FTSE® ) under licence. The FTSE® 
indices are calculated by FTSE® and all rights in and to these indices vest in FTSE® and its licensors. FTSE® does not sponsor, endorse or promote our products.

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 CH99 9FB. Authorised and regulated by the Financial Conduct Authority. A wholly owned subsidiary of HSBC Bank plc. Marks & Spencer is a 
registered trademark of Marks and Spencer plc and is used under licence. © Marks and Spencer Unit Trust Management Limited 2018. 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 our mutual security, 
training and monitoring purposes.
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