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Moderator 

It is my privilege as Chairman to report to the General Assembly and I 

lay on the table the Annual Report and Financial Statements of the 

Investors Trust for the year ended 31st December 2017. 

Market background.  

If 2016 was all about unexpected results at the ballot box creating 

swings up and down in share prices, 2017 was a year which saw share 

markets grind inexorably higher with a marked absence of volatility. All 

major equity markets recorded increases over 2017 although 

strengthening Sterling had a negative impact on returns, particularly on 

US holdings when those returns were translated back into UK Pounds. 

Bond prices generally continued to rise, despite received wisdom around 

the anticipation of upward interest rate movements which would usually 

have the effect of causing bond prices to fall. Tighter monetary policy 

will, when it is implemented, have a negative effect on the capital value 

of bond investments, although the fixed rate of income paid by these 

investments makes them a useful source of income when held for the 

longer term.  

 



The total value of funds invested through the Church of Scotland 

Investors Trust was £443.4 million at 31 December 2017 and total 

income in excess of £ 12.8M  was generated for the Congregations, 

Councils and Committees of the Church which invest with us.  

 

Fund performance  

All three Investors Trust funds recorded positive performances 

again over 2017.  

 

The Deposit Fund has generated interest for investors at an 

average rate of 0.49% over 2017. Bank of England Base Rate was 

0.25% from January until October 2017 when the Monetary Policy 

Committee raised Base Rates to 0.50%. This fund deposits monies 

with a range of financial institutions which have high credit ratings 

and the manager seeks to maximise returns while spreading the 

risk to our investors. Basically, we want to ensure that all of our 

investors’ eggs are not in one basket, so that if one financial was to 

institution fail, the whole of their investment would not be lost. As 

we are all aware interest rates continue at historically low levels, so 

the Deposit Fund does not provide attractive returns for investing 



over the longer term, but is a useful parking place for shorter term 

money. 

 

The Growth and Income funds again both recorded increases well 

in excess of inflation. The Growth Fund, managed by Newton 

Investment Management achieved a total return of 11.3% and the 

Income Fund, managed by Royal London Asset Management 

(RLAM) recorded a total return of 9.6%. While the Growth Fund 

performance remains in line with benchmark since Newton took on 

the management of the fund, though behind target, our investment 

advisors confirm that its performance is in the top 25% of similar 

charitable investment mandates measured by independent fund 

performance reporting organisations. We will continue to keep a 

close watch on the performance of the Growth Fund, but the 

Trustees consider that Newton has done a good job in matching 

both the benchmark and the income target. 

 

We were informed last summer that Royal London Asset 

Management was to close its Ethical Equity fund, one of the funds 

in which the Income Fund invested. After discussion, and having 

consulted with our Investment Advisors, the Trustees took the 



decision to move the allocation of investments in the Income Fund 

to fixed income investments only, and to take this opportunity to 

remove the equity exposure which had been present for many 

years. This reflected the wishes of the Trustees to focus the income 

receivable by the Fund on contractual revenues, rather than 

dividends from shares which are variable as they are set at the 

discretion of a company’s Board.  In the absence of any suitable 

alternative fund at RLAM, the Income Fund invested 7.5% of its 

assets into the Charities Property Fund managed by Savills. The 

balance of the remaining monies were invested into RLAM Bond 

Funds within the Income Fund portfolio. These changes were 

communicated to investors. 

Income generation 

We increased the income distribution in the Growth fund to 17p per unit 

as we generated 17.1p. In discussion with the managers, we have 

agreed a target of 16.75p for 2018 and will try to maintain the distribution 

level. However, it may be that if companies announce cuts to dividends, 

or Sterling strengthens further impacting US dollar dividend payments, 

we may have to review over the course of the year.  

The Income Fund distribution has been maintained at 50.0 pence per 

unit, but maintaining the level of income generated by corporate bonds 



in the collective investment funds which we hold is likely to be a 

challenge if interest rates continue at lower levels. When companies 

issue new corporate bonds in this current climate, the fixed interest 

payments, known as coupon payments, are based on the prevailing 

lower levels of interest rates. Those older bonds in the portfolio which 

are maturing (being repaid) and leaving the portfolio, have higher 

interest rates which cannot be replaced at present. In future years, it is 

possible that we may experience reductions in the income generated 

and paid to investors from the funds, but this is far from certain and we 

will seek to maintain income levels without taking undue risks. 

Investors information 

Quarterly reports from the managers are posted on our website and the 

Investors Trust team is very happy to answer any questions as required. 

We will continue to offer an annual forum for investors to meet with and 

question the Investment Managers and this is scheduled to be held at 

121 George St on 7th June. Invitations to Congregational Treasurers 

and Convenors of Councils and Committees have already been sent out. 

Guidance notes for treasurers on the three investment funds and how 

they work are available on the website. 

 



Ethical Guidelines 

The Investors Trust applies ethical exclusions to the investments held 

where possible. We instruct our managers to avoid investment in 

companies which derive more than 15% of their turnover from alcohol, 

gambling, tobacco, armaments, thermal coal and tar sands.  

Over the last couple of years we have engaged with the Church and 

Society Short Life Working Group on Fossil Fuel Investments, although 

the group discussions focused only on investments in Oil and Gas 

companies. The Trustees prefer to operate in line with the findings and 

recommendations of the Church Investors Group, where we are a 

member, as currently the Church of Scotland does not have appropriate 

resource to do the necessary research and analysis to formulate 

proactively its own position on environmental, social and governance 

matters.  

Environmental Social and Governance, or ESG, considerations are a 

current and growing part of being a responsible investor and while the 

investment managers employed by the Trust, are aware of the ethical 

exclusions applied in our portfolios, an active focus on ESG does not 

form part of a “day job” for any staff roles within the Church.   There are 

a number of ESG initiatives, not just around fossil fuel investment, but 

also modern slavery, executive remuneration, water conservation and so 



on. A paper was prepared by the Chairman and Vice Chairman of the 

Trust and submitted to Council of Assembly Finance Group 

recommending that the Church puts in place resource to focus on 

Environmental, Social and Governance (ESG) matters for all investing 

bodies within the Church and to inform the work of relevant committees 

and councils on ESG developments. This resource would be 

accountable for setting up and maintaining a Church of Scotland 

Statement of Investment Principles so that the Church can be engaged 

actively in ESG developments in future, rather than on a reactive basis 

as at present. The Council of Assembly Finance Group has agreed to 

consider this recommendation. In the meantime, Investors Trust will 

report on how alignment with ESG matters, including the Paris 

Agreement is considered to be progressing, both in its published reports 

and in its briefings to investors. 

Investors trust team and trustees 

I must record my thanks to the Treasurer, Secretary, Acting Secretary 

and staff of the Investors Trust who ensure smooth day to day 

operations and are the front line point of contact for both our investors 

and investment managers. This past year has brought particular 

operational and administration challenges, not least because of the 

current highly regulated environment in which investment managers 



operate – very different to the circumstances in place when the Trust 

was set up in 1994. Naturally, the Church must adapt to changing 

standards of good practice and we continue to explore ways of 

managing our funds as efficiently and fairly as possible. 

I have to acknowledge with thanks the experience and expertise of our 

trustees who give generously of their time to oversee the investments 

that the congregations and committees of the church entrust to us.  

Rotation of trustees 

In accordance with the terms of the Constitution, the following three 

members retire by rotation at 31 May 2018: Mr R Nisbet, Mr G Young 

and Mr A Aitchison.  All three have indicated they wish to seek re-

election and it is recommended to the General Assembly that Mr R 

Nisbet, Mr G Young and Mr A Aitchison be re-appointed members from 

1 June 2018. 

 

Moderator, I submit the Report and Accounts of the Investors Trust and, 

as I am not a Commissioner, I ask that one of the Clerks move the 

Deliverances.  

 


