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Performance Since Paul Smith Commenced Management 

Source: FE Analytics. Data from 23 November 2009 to 30 April 2012. Taken on a bid to bid, total return, UK Sterling 

basis. Data taken on 08 May 2012. Past performance is not a guide to future returns. 
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FTSE 100 +16.3% Sentinel Defensive +9.5% LIBOR GBP 3m +2.0% 



4 



The Two Fs 
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Notes 

 The Sentinel Defensive Fund Manager has been successfully using a defined returns strategy 

for a decade. 

 Most investments in the Fund have a fixed life and/or fixed entitlement (The Two Fs) and 

hence a more defined return than a traditional equity holding. This makes it easier to model 

risks and returns, aiming to give the Fund predictability and provide stable capital growth in 

most market scenarios. 
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Overlay of the Two Fs 
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Notes 

 “The Two Fs” can be applied to nearly all asset classes and investment types. 

 This enables us to manage the areas of the market that we prefer and simply apply the Two 

Fs to these investments, enabling a more accurate risk control. 

 We believe that investment company discounts are too wide, house prices are still too high, 

credit spreads, especially for banks, offer great value as compared to government bonds, 

private equity transactions will be conducted closer to asset values than current prices 

suggest, and many more market positions could lead to attractive returns. 

 However if house prices rise, investment company discounts widen further, credit spreads 

widen, government bonds surge further ahead, then the Fund should still prove defensive as 

the risk controls via the Two Fs greatly reduce volatility. 
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The Two Fs Exposure 

Data as at 31 March 2012. 

 

9 

FF+ 8% 

FF  63% 

F+ 14% 

Not Fixed 
12% 

Cash  3% 
FF = Fixed Life and Fixed Entitlement 

F   = Fixed Life or Fixed Entitlement 

+   = Further potential 



Notes 

 The Pie Chart shows the Fund’s exposure to the Two Fs. 

 As can be seen, over 70% of the Fund’s investments have both a fixed life and a fixed 

entitlement; the additional components are either protective measures or investments that 

have the potential to provide additional returns beyond final entitlements. 

 12% of the Fund’s investments have neither a fixed life nor fixed entitlement. However, this 

proportion of the Fund still maintains defensive qualities and often the potential of a more 

defined return going forward. 
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Fixed Life Profile 

Data as at 31 March 2012. 11 

0%

5%

10%

15%

20%

25%

30%

Fu
n

d
 E

xp
o

su
re

 

Maturity Profile 

       Life 



Notes 

 The graph depicts one of the two Fs; the Fixed Life exposure of the Fund. 

 The majority of the Fund’s investments have a fixed life so that we know how long we are 

holding each particular asset class or investment type for; thus creating an element of control. 

 When combined with the risk of each investment, this enables accurate modelling of the 

Fund’s anticipated returns during various market scenarios. 

 A large exposure of the Fund is to very short-dated investments, termed ‘Anchor Stocks’, that 

provide steady growth in almost all market conditions. 

(Anchor Stocks: A type of investment designed to achieve its final capital sum in all foreseeable 

market conditions, with minimum volatility.) 
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Underlying Sector Exposure 

Data as at 31 March 2012. Discount to Net Asset Value (NAV) and Downside Protection based on average figures 

as at 11 April 2012. 
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Notes 

 The chart breaks down the various sector exposures we hold. For illustrative purposes we 

have included one measure of protection that we look at for each sector. 

 This chart helps explain the rationale behind certain asset allocation decisions. Riskier asset 

class exposures can be chosen if we think downside protection is sufficient. 

 In addition, the downside protection shows the amount this exposure would have to lose, on 

average, to receive less than the fixed entitlements. For example, our Global Utilities 

exposure has, on average, more than 74% downside protection before the full entitlement at 

maturity would be at risk. 

  In most cases, the underlying exposure level can fall even further and the security can still 

achieve a positive return from the current prices. 

Data as at 31 March 2012. 
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Fixed Entitlement Profile 

Data as at 31 March 2012. 15 
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Redemption Yield Profile 

Gross Redemption Yield (p.a) 



Notes 

 The graph illustrates the return potential of investments held within the Fund. This does not 

include the potentially higher returns from investments, such as convertible bonds, and also 

does not illustrate the potential for greater returns from active management of these 

investments. 

 The Gross Redemption Yield is the annual percentage compound return in the current share 

price of the Fund’s investments from now until their maturity date. 

 With the majority of the Fund allocated to investments with fixed lives and fixed entitlements, 

the Fund retains a “pull to maturity” return profile. 

  

(“Pull to maturity” is the tendency of an investment’s price to move toward its fixed entitlement 

as it nears maturity.) 
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The Two Fs in Action 

Source: FE Analytics. Data from 01 March 2011 to 30 April 2012. Taken on a bid to bid, total return, UK Sterling 

basis. Data taken on 08 May 2012. Past performance is not a guide to future returns. 
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FTSE 100 +1.0% Sentinel Defensive +1.2% LIBOR GBP 3m +1.1% 



Notes 

 The graph shows the theory in reality. In these volatile times, the Fund showed greater 

stability due to its fixed life and fixed entitlement exposures. 
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Appendix – Performance Since Launch 

Source: FE Analytics. Data from 13 May 2008 to 30 April 2012. Taken on a bid to bid, total return, UK Sterling basis. 

Data taken on 11 May 2012. Past performance is not a guide to future returns. 
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FTSE 100 +7.2% Sentinel Defensive +8.2% LIBOR GBP 3m +6.7% 

Paul Smith Commenced Management 
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Glossary Of Terms 

 Derivatives:   These are financial instruments whose value is linked to the rise 

   and fall of other underlying assets 

 Equities:   Another name for shares in a company 

 Fixed Entitlement:  A defined amount that an investment will return at the end of its 

   life. 

 Fixed Life:   An investment with a defined start and end date.  

 Volatility:   Simply refers to the frequency and severity with which the price of 

   an investment goes up and down 

 Structured Products:  Usually linked to the performance of an index or other underlying 

   asset, these products often offer an element of capital protection 

   and a defined return 
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Important Information 

Risk of investments  

Past performance is not a guide to the future. The price of shares and income from them may go down as well as up and you may get back 

less than you invested. Movements in exchange rates may also affect the value of the investment. Please remember that these investments 

are intended as long term investments. Details of the nature of the investment and the commitment required are described in the Simplified 

Prospectus document which is available on request. Reference to any particular stock does not constitute a recommendation to buy or sell 

the stock. 

 
Disclaimer  

Whilst every effort has been made to ensure the accuracy of the information contained within this guide, we regret that we cannot accept 

responsibility for any omissions or errors. The information given and opinions expressed are subject to change and should not be interpreted 

as investment advice. Persons who do not have professional experience in matters relating to investments should not rely on the content of 

this document. Should you need advice, or if you are interested in this Fund, please contact your financial adviser.  

Issued by Premier Fund Managers Ltd. Premier Portfolio Managers Ltd and Premier Fund Managers Ltd are ISA managers and members of 

the Premier Asset Management marketing group, authorised and regulated by the Financial Services Authority of 25 The North Colonnade, 

Canary Wharf, London E14 5HS.  Premier Portfolio Managers Ltd is a member of the Investment Management Association. 1405127746 

All data sourced to Premier Asset Management, unless otherwise stated. 
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