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Manager's
Report

As detailed in the previous section entitled 'General Information',
SMP Sterling Roll-Up Fund PLC (the "Fund") is managed by SMP Fund
Services Limited (the "Manager") and the investment manager is
Aberdeen Asset Managers Limited (the "Investment Manager"). That
section also details the Directors, the Company Secretary, the
Fiduciary Custodian and the Auditor.

Introduction

The Fund is an Authorised Scheme for the purposes of the Collective
Investment Schemes Act 2008. The Fund is established as an openended investment company and is managed in the Isle of Man under
the Companies Acts 1931 to 2004 and in accordance with the
Authorised Collective Investment Schemes Regulations 2010 (the
"Regulations"). The Fund has elected to be a type A scheme for the
purpose of the Regulations. In accordance with the Regulations, the
Fund complies with the Statement of Recommended Practice for
Authorised Funds issued by the Investment Management Association
in May 2014 (the "SORP"). The Fund was originally established and
authorised on 28 January 1993.
The term 'roll-up fund' from which the Fund's name is derived,
describes a fund which retains its income and gains within the fund in
order to enhance the capital value of the fund and hence is reflected
in the share price. Therefore no dividends are paid to shareholders.
Roll-up funds can have considerable administrative advantages to
investors who do not require a regular income from their
investments and prefer to accumulate income within their
investment without the need to re-invest dividends.

Important information

The Unaudited Interim Financial Statements for the six-month period
ended 28 February 2019 (and this Abbreviated Annual Report which
has been sent to all registered shareholders) may be viewed on our
website - www.smppartners.com and are available for inspection at
the registered office of the Fund. The website also provides daily
pricing information for the Fund.
If shareholders have any questions regarding the Fund please contact
our Shareholder Services Team on 01624 682224 - or by email to
fund.services@smppartners.com.

Investment objective, policy and
strategy

The Fund's investment objective is to provide investors with a high
return, before taxation, from a managed portfolio of predominantly
fixed-interest securities, denominated in sterling, with all income
being accumulated in the price of shares.
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Investment Manager overview for
the six-month period ended
28 February 2019
Market review

Sterling corporate bonds outperformed UK government bonds over
the six months to 28 February.

The final three months of 2018 were challenging for risk assets
globally with stocks and commodities falling and credit spreads
widening as a deteriorating global economic outlook was priced into
the market. Trade tensions between the US and China and the
ongoing challenges of Brexit added to the worries for investors. As
we moved into the new year, corporate bond markets were more
stable, recovering significantly from the weakness of late 2018.
Rhetoric around trade tensions was calmer. The US Federal Reserve
adopted a materially more dovish tone, appearing to have paused its
interest rate-hiking cycle for the time being at least. Although
headline data remains soft in many developed market economies the
impression that dovish central banks are likely to continue to exert a
positive influence on sentiment has provided material support. The
technical backdrop also improved, as new bond supply failed to meet
expectations. Lower quality credit, which had underperformed in late
2018, recovered in this environment.
Performance and activity of
the Fund

Asset allocation was weak for much of the review period, and this
was the major contributor to fund underperformance in the final
three months of 2018. Our holdings in financials detracted from
performance – notably subordinated insurance names and banks
with a UK focus, especially those where we were overweight further
down the capital structure. Security selection was generally more
positive; early on there were strong returns from names such as
Virgin Media and Barclays. A material underweight position in index
heavyweight GE was beneficial as the name underperformed
following ratings agency downgrades. This retraced somewhat
towards the end of the review period as its bonds rallied, and we
added some GE to reduce the size of the underweight position.
Towards the new year, holdings in global or ex-UK banks such as
Standard Chartered and National Australia Bank delivered positive
returns. In February, bonds from Clydesdale benefited from good
results and the news that the integration of Virgin Money was
progressing well. Virgin Media – an off-benchmark position in high
yield – also performed well, tightening by around 10% in spread
terms.
The Fund used the strong start to 2019 to trim some positions. These
included financial holding companies such as CYGB and CNP, as we
believed new issuance in the sector was likely. The Fund also sold its
position in Segro ahead of a possible slowdown in the UK economy. In
terms of additions, the Fund participated in a new issue from French
telecommunications company Orange, a favoured name in the sector
which offered a favourable new issue premium over comparable
bonds.
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During February, we increased exposure to Hammerson. The
property group’s very low loan-to-valuation added to its defensive
qualities. We acquired some more Tesco Property bonds on the
expectation of a return to investment grade in 2019. We added to
the housing association sector through MorHomes, an aggregator of
loans to the sector. We reduced Standard Chartered exposure after a
strong rally in its bonds from the group this year and added to Digital
Stout, an owner of warehousing used for server farms and a useful
non-UK diversifier.
Outlook*

Although spreads in investment grade credit have tightened, the
major markets still offer some value at current levels. Following the
strong start to the year, and given a more uncertain economic
outlook, we should anticipate further volatility in the coming months.
More dovish central banks have, however, helped improve sentiment
generally. Interest rates are likely to stay low for longer given the
absence of inflationary pressures and a deteriorating growth outlook,
and this should improve the technical picture for sterling credit. More
supply can be anticipated in both sterling and euro markets as issuers
seek to take advantage of low yields and robust investor demand.
We continue to prefer financials over non-financials.
*Investments markets and conditions can change rapidly and as such, the views
expressed should not be taken as statements of fact nor should reliance be placed on
these views when making investment decisions.
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Comparative Table
Change in net asset value per share

Opening net asset value per share

2019*
p

2018
p

2017
p

398.76

404.71

406.07

4.43
(1.74)
2.69
-

Return before operating charges**
Operating charges
Return after operating charges**
Distributions on preference shares
Closing net asset value per share
*For the six-month period ended 28 February 2019
**after direct transaction costs of

(1.69)
(4.26)
(5.95)
-

2.54
(3.90)
(1.36)
-

401.45

398.76

404.71

0.02

0.08

0.03

2019*

2018

2017

0.67%

(1.47%)

(0.34%)

2019*

2018

2017

Performance

Return after charges

Other information

Closing net asset value
Closing number of shares
Operating charges
Direct transaction costs

£18,680,778
4,653,326
0.87%
0.009%

£19,400,964
4,865,357
1.06%
0.021%

£22,539,948
5,569,540
0.96%
0.008%

Additional comparative table disclosures required by the Authorised Collective Investment Schemes Regulations 2010:

Performance record for the period/year ended

01.09.2014
01.09.2015
01.09.2016
01.09.2017
01.09.2018

to
to
to
to
to

Highest
share price
p

Lowest
share price
p

Net allocation
per share***
p

392.67
431.57
429.66
430.02
403.43

339.35
349.41
379.16
392.54
390.59

10.47
51.35
(2.81)
(6.47)
2.47

31.08.2015
31.08.2016
31.08.2017
31.08.2018
28.02.2019

***Net allocation is based on average shares during the period/year.
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Net asset value record for the period/year ended
Net asset value of
participating shares
£

Shares in issue

Cancellation
price per share
p

22,539,948
19,400,964
18,680,778

5,569,540
4,865,357
4,653,326

404.71
398.76
401.45

31 August 2017
31 August 2018
01.09.2018 to 28.02.2019

Ongoing charges figure ("OCF") for the period/year ended
OCF*
31 August 2016
31 August 2017
31 August 2018
01.09.2018 to 28.02.2019**

1.15%
0.96%
1.06%
0.87%

*OCF is the total expenses paid by the Fund in the period/year expressed as a percentage of the Fund's average net asset
during the period/year.
** Charges in the six-month period 28 February 2019, annualised.

Summary of investments

Government bonds
Corporate bonds
Bank balances

% of Fund's
property
28.02.2019

% of Fund's
property
31.08.2018

4.31
92.35
3.34

4.09
91.89
4.02

100.00

100.00
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Top five holdings
Asset description

% of Fund's
property
#REF!

Asset description

% of Fund's
property
#REF!

1. TRANSPORT FOR LONDON
2.125% 24/04/2025

2.80

1. TRANSPORT FOR LONDON
2.125% 24/04/2025

2.67

2. UNITED KINGDOM GILT
1.75% 07/09/2022

2.09

2. ELECTRICITE DE FRANCE SA
6.25% 30/05/2028

1.70

3. ELECTRICITE DE FRANCE SA
6.25% 30/05/2028

1.77

3. UNITED KINGDOM GILT
4% 07/03/2022

1.58

4. HSBC HOLDING PLC
2.256% 13-11-2026

1.55

4. UNITED KINGDOM GILT
1.147% 12/03/2054

1.51

5. EUROPEAN INVESTMENT BANK
5.375% 07/06/2021

1.49

5. PRECISE MORTGAGE
1.352% 12/03/2054

1.47

The unaudited Abbreviated Interim Report for the six-month period ended 28th February 2019 is approved and authorised for
issue by the Manager.

R K Corkill

S E McGowan

R K Corkill
Director

S E McGowan
Director

SMP Fund Services Limited
15 April 2019
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