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The FTSE 100 index of leading shares consolidated 
on its healthy Q2 and Q3 gains closing 2009 at 5,413
showing a very welcome 22% gain for the year. After
opening the year at 4,434, it fell to a nadir of 3,512
in March before a subsequent rise of 54% through 
to the year end. This dramatic bounce reflected the
successful efforts of Central Banks around the world to
restore confidence in the global financial system which
collapsed following the failure of Lehman Brothers in
late 2008. The IMF estimates that World economic
activity contracted by 1.1% in 2009 and encouragingly

they forecast a return to global growth of 3.1% in
2010, albeit heavily skewed towards emerging
markets. It is worth noting that around a fifth of FTSE
100 companies’ revenues now come from emerging
markets and ironically, the FTSE 100 has been a net
beneficiary of Sterling’s weakness as Dollar and Euro
profits are repatriated. Closer to home, legacy consumer
debt and now mushrooming Government debt are
strong headwinds but on the positive side, there are
some encouraging signs of the economy beginning 
to rebalance.

Performance commentary

Rensburg Sheppards IHT Planner portfolios

Index
5 years to 

31 December 2009

12 months to 

31 December 2009

3 months to 

31 December 2009

• Managed funds of 
£55 million with many
clients invested for over
two years making their
portfolios free from
Inheritance Tax.

• Continued largely resilient
trading results, although
some inevitable pressure
on earnings.

• Average Key List price-
earnings (p/e) multiple 
now recovered to 12,
although still below its
historic long term average. 

• Investors should be aware
that the value of portfolios
could fall as well as rise
and therefore there is a
possibility of loss of the
capital invested. Past
performance should not 
be seen as an indication 
of future performance.
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Note: Returns are based on the net investment after the initial fees, including IFA commission where appropriate. For new clients invested less
than three months, their returns will be adversely impacted by these initial costs.

IHT Planner clients (note) 17.90% 34.51% 6.69%

FTSE All Share (total return) 36.82% 30.12% 5.47%

FTSE AIM All Share (total return) -31.24% 68.08% 1.58%

FTSE Small Cap (total return) -2.23% 57.67% -7.71%

As existing investors will be aware, client portfolios are
based on a Key List comprising core stocks to which
further stocks are added from a wider list for larger
portfolios. The Key List is kept under constant review
with close monitoring of the stocks. Client portfolios

reflect the composition and weightings of the Key List
at the time of investment with subsequent changes
limited to those required to maintain the qualifying
status of the investments and, where possible, dealing
out of under-performing stocks. 

The UK equity market backdrop

* This is the average loss for those clients who have invested 
in the portfolio for at least two years, and remain invested.
Please note that this is an average and not an illustration 
of any individual portfolio. Your attention is also drawn to 
the risk warnings overleaf.

IHT Planner p/e multiple since launch in January 2002

It is encouraging to report that Q4 09 was another
good one for investors building further on the strong
gains in Q2 and Q3. In Q4, our IHT Planner portfolios
showed an average gain of 6.7%, with an underlying
range between 0.9% and 15.9%. It should be noted
that the restrictions of Business Property Relief make
the selected benchmarks very loose comparators as
explained in more detail overleaf. The average rolling 
12 months return for IHT Planner portfolios was 34.5%,
with an underlying range between 18.9% and 56.4%. 

For clients invested for the required two years by 
31 December 2009, the average loss on their portfolios
was 19.0%*. This is an average for the 301 client
portfolios concerned ranging from an 85.1% gain 
to a 54.9% loss, depending on the market timing of
investment, the portfolio size and its resulting stock
weightings. Whilst the savage market conditions in
2008 plunged most portfolios into loss, early investors

are showing good profits and the remainder have their
loss covered by the 40% Business Property Relief, or
substantially mitigated by it.

Our regular chart below tracks the average price-
earnings multiple (p/e) for our Key List of IHT Planner
stocks list since the launch of the service in early
2002. It shows the strong rise in p/es from March
2003 reaching a peak of 22.6 in June 2007 followed
by a long steep decline to an all time low of 6.3 at the
end of Q1 09 representing a daunting peak to trough
fall of 72%. Since this low point, it has recovered
strongly closing Q4 2009 at 12.0 reflecting the
improved market confidence that has percolated down
from the Full List. This has been the main driving force
behind the very welcome restoration of value in client
portfolios. At 12.0, the multiple is now in ‘fair value
territory’, although it is still below its long term average
since launch of 15.3. 
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Review of Key List Stock Outcomes

Whilst the earlier p/es commentary demonstrates 
that market sentiment is crucial to valuations, the
companies’ corresponding earnings performance is
clearly equally important. During Q4 09, 10 companies
out of 26 on our present Key List reported trading
results to 30 September 2009 with all except one
company continuing to declare profits. Whilst the
economic downturn is inevitably putting pressure on
earnings, it was very encouraging to see 6 out of the
10 companies reporting trading results in the quarter
showing growth in normalised earnings per share.
When assessing corporate earnings, we make
allowance for exceptional and non-recurring items 
to ascertain the underlying normalised figure. The
average historic normalised pre-tax profit for all the
companies on our Key List as at the close of Q4 was
still a very healthy £9.6m with only 3 showing
normalised profits below £1m and the highest being

£32.2m. We pay close attention to dividend
declarations and the outlook comments in the trading
statement which taken together, should be a reasonable
barometer of the Directors’ confidence in the future. 
It was encouraging to see that 6 out of the 10
companies declared an increase in dividend. Looking
at the outlook statements, 5 were confident in tone
and 5 were cautious representing a modest
improvement on Q3. Where we become concerned
about a company, we retire the stock from our buying
list and continue to closely monitor the stock with a
view to either restoring it to the list when appropriate,
or dealing out. Severe liquidity constraints have often
though made it difficult to deal out where we would
otherwise liked to have done so. During Q4 09, we
dealt out of one stock where we felt uncomfortable
with the longer term prospects and added Education
Development International (EDI) to the Key List.

Underlying trading of Key List companies

The information in this document is for private circulation and is believed to be correct but cannot be guaranteed. Opinions, interpretations and conclusions
represent our judgement as of this date and are subject to change. The Company and its related Companies, directors, employees and clients may have 
a position or engage in transactions in any of the securities mentioned. The IHT Planner should be regarded as a higher risk, long-term investment and
the value of shares purchased and any income derived may go down as well as up and investors may not get back the full amount invested. Past
performance is not necessarily a guide to future performance. AIM company shares tend to be relatively illiquid and therefore may be difficult to deal 
or obtain reliable information as to the value and the risks to which the shares are exposed. The information contained in this publication does not
constitute a personal recommendation and the investment or investment services referred to may not be suitable for all investors; therefore we strongly
recommend you consult your Professional Adviser before taking any action.

All references to taxation are based on current levels, practices and our interpretation of tax legislation which may be subject to change. 
The value of any tax benefits will be dependent on individual circumstances. 

© Rensburg Sheppards Investment Management Limited. Reproduction prohibited without permission.
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The pie-chart below shows the various outcomes for
the 73 companies that have been on our Key List
since the launch of the IHT planner in early 2002.
Whilst it shows the marked polarisation of outcomes
that you would expect from investing in higher risk
smaller quoted companies, there is also a welcome
resilience in the portfolio with no recorded outright
company failures. That said, it is worth noting that
out of the 24 companies where we have managed 

to deal out, 6 have subsequently gone into
Administration or Receivership demonstrating the
effectiveness of the active management of portfolios.
The most recent example was Aero Inventory. It is of
course acknowledged that we are still sitting on a
number of depressed stock valuations, but there has
been a very encouraging recovery from the lows of
March 2009 and we remain largely confident in the
resilience of the companies concerned. 

Commentary on our benchmarks

We show our performance in relation to the FTSE All
Share index, the FTSE AIM All Share and the FTSE
Small Cap, excluding Investment Trusts. On the face
of it, one would think that the FTSE AIM All Share
would be a straightforward comparator, but this is not
the case. The difficulty lies in the restrictions imposed
by the Business Property Relief (‘BPR’) which is
clearly an essential prerequisite for our IHT portfolios.
BPR is not generally available for mining, investment
and property companies or for businesses that do not
have their main presence in the UK. Such excluded

companies represent well over half of the market
capitalisation of AIM and as at 31 December 2009,
42 of the largest 50 companies on AIM look
ineligible for BPR. The larger mining companies in
particular can also cause marked volatility in the AIM
indices. As a result, the AIM All Share index is a very
imperfect benchmark which is why we juxtapose the
more demanding FTSE All Share and Small Cap
indices. We continue to lobby for a separate AIM
index covering ‘UK Trading Companies’ which would
be a good proxy for BPR eligible companies.

Rensburg Sheppards IHT Planner Key List Stock Outcomes 
as at 31 December 2009 since launch in January 2002

36% COMPANIES STILL ON THE KEY LIST

11% GRADUATED TO THE FULL LIST

19% ACQUIRED BY ANOTHER COMPANY

1% DEALT OUT WITH PROFIT

18% DEALT OUT WITH A CONTAINED LOSS

15% DEALT OUT WITH MORE THAN 40% LOSS

0% COMPANY RECEIVERSHIP OR ADMINISTRATION

Source: Rensburg Sheppards



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


