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Financial Summary 
 
Key data 
 
 As at  

31 August 
2009 

As at  
28 February 2009 

% change  

Net asset value per share 262.5p 209.3p +25.4 
Benchmark* 69.6 52.8 +31.8 
Share price 223.5p 169.5p +31.9 
Discount 14.9% 19.0%  
 
 
 
Total returns† 
 
 Six months ended 

31 August 200 9 
Six months ended 
31 August 200 8 

Net asset value per share 27.6% (11.8%) 
Benchmark* 34.0% (5.9%) 
Share price 34.0% (16.9%) 
 
 
Income# 
 
 Six months ended  

31 Augu st 2009 
Six months ended 
31 August 200 8 

% change  

Revenue return per share 2.62p 4.97p -47.3 
 
    
 
*MSCI All Countries Asia Pacific Index 
† the combined effect of any dividend paid, together with the rise or fall in the share price, net asset value or 
index 
#As disclosed in note 3, in the revenue return for the six months to 31 August 2008 there was a write back of 
the deferred tax provision of £1,327,000 (3.1p per share). 
 
 
 
 
 
 



Interim Management Report 
 
Chairman’s Statement 

Performance  
The muted suggestions in my last two statements that markets were already discounting a lot of bad news 
have in fact turned out to be much too cautious and I am delighted to be able to report more positive news to 
our shareholders after a period of extreme stress.  

 
Since your company’s year end, equity markets have recovered sharply from a very oversold position in 
Asia and Australasia, as well as more generally, in response to the huge monetary and fiscal stimuli 
deployed by governments around the world to combat the decline in output caused by the credit crunch.  

 
Investors began to realise that most companies were in fact going concerns and need not, therefore be 
priced for imminent bankruptcy, that the savage inventory cycle which had decimated industrial production 
had reversed and that the yield curve has become very steep, encouraging the acquisition of riskier assets 
with the very large accumulated pools of liquidity. Generally speaking, the upward move began earlier in 
Asia, and has been stronger, because the damage done by the near-collapse of the banking system was 
less severe..  

 
By the end of the last six months several Asian markets had recovered to the levels seen before Lehman’s 
bankruptcy, something that would only recently have seemed deeply improbable. 

 

VAT Recovery  
I am pleased to be able to report that, subsequent to 31 August 2009, we have recovered a further £278,674 
of VAT and simple interest for the period 1990 to 1996. The only remaining part of our claim is now for 
compound rather than simple interest. 

 

Loan facility  
The loan facility for £20million which expired on 31 July 2009 was replaced with a new facility for £12million 
at a margin of 1.85% compared with 0.5%. Fortunately, however, this dramatic increase in margin for the 
same credit risk is mitigated by the very low level of interest rates. 

 

Alternative Investment Fund Managers (AIFM) Directi ve  
The European Commission has produced the draft AIFM Directive in response to the financial crisis last 
year. It is aimed at hedge funds and private equity funds but investment trusts fall within its scope. If 
implemented as currently drafted it would make the continued existence of your company, broadly as 
currently constituted, very difficult. Your board, ably assisted by the Association of Investment Companies 
and your manager, as well as the British Government, is lobbying for major changes and is optimistic that 
sufficient change will be incorporated into future drafts to avoid the more extreme potential consequences. 
Shareholders in all investment trusts should be aware that this draft directive, , however perverse threatens 
a  long established and cheap form of collective saving  

 

Outlook  
From a quantitative point of view it is possible to argue that this recession and its end looks much like many 
others. However, it does seem to mark a major change in a way that its predecessors did not. Western 
economies, particularly the US and the UK, have little option but to embark on a long and painful process of 
rebuilding balance sheets through saving and taxation. Conversely, Asian countries, especially China and 
Japan, with very large fiscal reserves, are in a position to encourage more consumption. It is still less than 
clear whether this is what will happen though there are some positive signs among Chinese consumers, 
though rather less among Japanese. If a shift of this kind does not take place it is hard to see how economic 
recovery can be other than very slow on a global basis, even if the outlook in Asia is relatively good. 



The manager’s report sets out in detail the activity in the portfolio and the company’s results. We have 
captured the bulk of the early stages of what does appear to be a bull market, which has so far been much 
better supported by financial stimuli than the longer-term development of economies, particularly in the 
West. However, our desire to hold stronger companies did work against us in relative performance as the 
perception developed that the weak would actually survive.  

Against this background, Asia looks like a relatively stable place in which to invest. Well-financed companies 
with an ability to invest are likely to make substantial gains against their weaker competitors and the 
company’s portfolio is invested in strong companies rather than in those that need substantial economic 
growth to avoid difficulties.  

 
Patrick Gifford 
Chairman 
26 October 2009 
 
 
 
Risk and mitigation  
The board closely monitors the risks of the company. The board regularly reviews risks and has identified 
the following as key risks to the company. The board has also implemented specific mitigating measures to 
reduce the probability and impact of each risk to the greatest extent possible. 
  

Loss of s842 status In order to qualify as an investment trust, the company must comply with Section 842 
of the Income and Corporation Taxes Act 1988. 
 
Section 842 qualification criteria are continually monitored by Martin Currie and the results reported to the 
board. 
 
Operational disruption at the manager’s premises Martin Currie has in place a full disaster recovery and 
business continuity plan which facilitates continued operation of the business should their premises be 
subject to operational disruption. The plan was last tested in November 2008 with successful results. The 
manager maintains a fully operational off-site disaster recovery centre for use by key staff during any 
disruption. 
 
Regulatory, accounting or internal control breach The company must comply with the Companies Act 
2006 and the UKLA Listing Rules. The board relies on the services of its company secretary and its 
professional advisers to advise on compliance issues. 
 
Loss of investment team or portfolio manager The manager takes steps to reduce the likelihood of such 
an event by ensuring appropriate succession planning and the adoption of a team based approach, as well 
as special efforts to retain key personnel. 
 
Failure to manage discount The board regularly discusses discount policy and has set parameters for the 
manager and the company’s broker to follow. 
 
Investment underperformance The risk of investment underperformance is managed by diversification of 
investments and through a set of investment restrictions and guidelines that are monitored and reported on 
by the manager. 
 
The board monitors the implementation and results of the investment process with the investment manager, 
who attends all board meetings, and reviews data that show statistical measures of the company’s risk 
profile. 
 
Gearing / Interest rate risk From time to time the company finances its operations through bank 
borrowings. However, the board monitors such borrowings (gearing) closely and takes a prudent approach. 
The company’s investment portfolio is not directly exposed to interest rate risk and there are no fixed rate 
securities held at 31 August 2009. 
 
Foreign currency risk Although the company is based in the UK, its portfolio of investments consists of 
overseas stocks. As a result, the company’s sterling balance sheet and income statement can be 
significantly affected by movements in the local currencies of these stocks. 



 
In addition to the overseas investments, during the period the company also had non-sterling cash deposits 
and a multi currency loan facility which is currently drawn down in sterling. At 31 August 2009 the company 
held balances of £329,000 in Indian rupees and £52,000 in Taiwanese dollars (28 February 2009: no non-
sterling cash deposits). 
 
 
Investments are valued at bid market values which equate to their fair values. 
 
Counterparty risk Martin Currie monitors counterparty relationships on behalf of the board. This process 
includes identifying major counterparties, mapping exposure and analysing the risks through Martin Currie’s 
risk, compliance, dealing, operations and middle office teams. The aim is to enable the board of Martin 
Currie Pacific Trust to determine an appropriate level of counterparty risk exposure, and to diversify or 
mitigate this, as required. This process is subject to continual monitoring and review with any 
recommendations made to the board. 
 
DIRECTORS’ RESPONSIBILITY  
In accordance with Chapter 4 of the Disclosure and Transparency Rules, and to the best of their knowledge, 
each director of Martin Currie Pacific Trust confirms that the financial statements have been prepared in 
accordance with the applicable set of accounting standards and give a true and fair view of the assets, 
liabilities, financial position and net return of the company. Furthermore, each director certifies that the 
interim management report includes an indication of important events that have occurred during the first six 
months of the financial year, and their impact on the financial statements, together with a description of the 
principal risks and uncertainties that the company faces. In addition, each director of Martin Currrie Pacific 
Trust confirms that there have been no related party transactions during the first half of the year. 
   
 
By order of the board 
Patrick Gifford 
Chairman 
26 October 2009 
 
 
Manager’s Review 
Portfolio Activity 
This was a good period for Asian markets. The MSCI Asia Pacific index rose for each of the six months 
between March and August, the first such positive run since October 2005 to March 2006. The total return of 
the index between the end of February and the end of August was 34% in sterling terms, or 37% from the 
bottom in mid-March. While this was a good return in absolute tems, sterling had a negative impact as it 
recovered somewhat against the yen, and enjoyed a strong rise against the dollar. Dollar weakness was a 
pronounced feature of the period. 

When we last wrote on markets in April our main worry was that the move up in the market which had 
started in March bore all the hallmarks of a short-term re-rating, rather than the start of a more meaningful 
recovery  While we agreed that valuations were attractive from a medium-term perspective we were worried 
that analysts’ earnings forecasts were not yet sufficiently negative. The other medium-term concern was that 
consumer demand in the West would take some time to recover given the need to rebuild balance sheets 
and the continuing declines in the housing market. We were also worried about the balance sheet risks 
facing a good number of cyclical stocks across Asia.  

With hindsight, these views look too cautious. However, there have been a couple of very significant 
changes since we wrote back in April. The first is that the direction of consensus revisions turned upwards in 
July as a result of improvements in capacity utilisation and fixed cost reduction.  

In addition, demand has been stronger than expected. The level of Chinese demand, in particular, has been 
a positive surprise. We saw rapid growth in bank lending at the beginning of the year; this has been 
sustained for longer than many expected and has supported good growth in consumer spending and 
housing demand. (As an aside, the rapid rate of credit creation may have also helped to fuel the sharp rises 
in Chinese equity markets.) Government stimulus efforts further boosted consumption, for example through 
the provision of subsidies to support sales of electronic goods.  

By the same token, government measures globally have helped to boost demand. The best specific 
example of this is the car scrappage schemes promoted by governments in Europe and North America. 



These worked well in stimulating new demand, and have resulted in extremely low levels of car inventories 
globally, a huge change from the end of 2008 when inventories had ballooned. In turn this will now underpin 
better levels of car production, with positive implications for the broader economy.  

Global macroeconomic data have accordingly improved. Industrial production is recovering from the very 
low levels at the turn of the year, and other leading indicators are picking up. By contrast, later cycle 
measures like unemployment and house prices continue to weaken.  

More generally, governments around the world have continued to run extremely loose monetary policy. 
There have been no signs of an early ending of emergency policies like quantitative easing, and interest 
rates have generally been kept at extremely low levels, one notable exception being Australia where rates 
have now started to rise.  

The combination of these factors (positive revisions, stimulus measures, accommodative monetary policy) 
can be seen not just in the rise in the equity market, but also in higher commodity prices and rising risk 
appetite.  

One other notable theme has been the weakness of the US dollar. There is legitimate concern about the 
spiralling budget deficit in the US (now up to 12-13% of GDP) and this is weighing heavily on the dollar. 
Interestingly, we are also hearing the idea that the dollar is now being used as the new carry trade currency, 
a re-run of what happened to the Japanese yen in 2007. Certainly the cost of borrowing dollars is currently 
lower than the cost of borrowing yen, and there is a sizable yield spread on offer. 

The most significant political event during the period was the Japanese Lower House election result. Having 
held power for 54 years, with only a short period out of office in the early 1990s, the LDP suffered a 
resounding defeat by the opposition DPJ. Having won power on a manifesto of change, including curbing 
the power of the bureaucrats and stimulating domestic growth, it remains to be seen how the DPJ will fare 
now that it is in charge. 

There were some material changes to the portfolio during the period. At the beginning of the year we had 
started to adjust the Japanese element of the portfolio, adding a number of stocks with strong business 
franchises where we felt that the analyst community had set their forecasts too low. This led us to increase 
our exposure to the automotive and electronics sectors, with a particular emphasis on electronic materials 
makers.  

The main change made during this period was in the Asia ex-Japan part of the portfolio. Here we had 
enjoyed some very strong contributions from a number of defensive stocks in the telecoms and consumer 
staples sectors. After faring well in the final quarter of last year, these were never likely to perform well in the 
changed environment, so we switched into a number of stocks and sectors which we regarded as 
beneficiaries of the Asian reflation trade. Specifically, we added to financial and property stocks across the 
region, also maintaining a good level of exposure to commodities.  

Market outlook  
Against a backdrop of rising earnings forecasts, the two questions we have to ask from a bottom-up 
perspective are how long this trend will last, and how much has already been discounted within share 
prices?  

It is one thing to ask these questions; quite another to answer them. Even so, we can identify the warning 
signs that would lead us to definitive conclusions. With regard to the first question, we must watch for signs 
of analyst over-optimism and for any signs of weakening demand or utilisation rates.  

The second question is harder to answer – often this only becomes apparent in hindsight. However, it is 
noticeable that Japan has massively underperformed the rest of Asia. As a result we feel that it offers 
relatively better valuations at this juncture. Hence we have taken steps to reduce the size of the underweight 
in Japan. 

The other set of issues we must bear in mind relate to the global macroeconomy. There is no doubt that the 
loose monetary conditions have supported the rebound in equities. Moves to exit from this strategy should 
therefore be treated with caution. It also remains to be seen how governments will rebuild their balance 
sheets following their massive spending on shoring up the financial system and stimulating demand. The 
fiscal drag will be significant.  

With China having emerged as a strong driver of demand, it is imperative that we closely monitor relevant 
trends there – any signs of weakening demand should be taken seriously. 

Fund performance  
Over the six months between 1 March and 31 August, the company’s net asset value per share on a total 
return basis rose by 27.6%. This was a satisfactory return in absolute terms, but one which lagged the 



benchmark rise of 34.0%. The main reason for this was a poor contribution from stock selection in Asia. The 
asset allocation between Japan and Asia ex-Japan and the stock selection in Japan both made positive 
contributions. 

Before explaining further the reasons for the under-performance in Asia, it is important to put this in context. 
The returns generated by our Asian holdings have historically been very strong. Indeed, in the six months 
immediately prior to this period, this was again the case. During that period the portfolio was heavily skewed 
in favour of companies with strong balance sheets and relatively defensive, while still growing business 
models. Examples include telecom operators and certain consumer goods companies, both beneficiaries of 
the long-term growth in consumption.  

With the sharp change in investor sentiment, it was hard for these stocks to keep pace with the rise in 
markets. In particular we saw a rotation into companies which had the highest gearing to recovery. These 
were generally smaller and with very weak balance sheets – it is against our investment policy  to buy bad 
balance sheet companies, and we still believe that over the medium-term it does not make sense for us to 
do so. However, there is no avoiding the fact that not owning these stocks, and owning more defensive 
stocks with good balance sheets instead, had a significant negative impact on performance. 

However,  as described above, we made significant changes to the Asian portfolio during the period, moving 
from consumer staples into banks and property stocks, without making any sacrifices in terms of the balance 
sheet. 

The other factor is that we did concentrate the exposure to global cyclical recovery in the Japanese element 
of the portfolio; there we were able to buy good franchises at cyclically depressed levels without making any 
compromises on balance sheets. These stocks made positive contributions to the overall portfolio.  

 John Millar 
26 October 2009 
 
 
Annual total returns with dividends reinvested over  12 month periods to 31 August 
 
 2009 2008 2007 2006 2005 
Martin Currie Pacific Trust 
share price 

1.9% (18.7%) 29.4% 22.9% 21.9% 

MSCI All Countries Asia 
Pacific Index 

4.2% (6.0%) 19.2% 18.7% 24.6% 

Martin Currie Pacific Trust net 
asset value per share 

1.7% (14.8%) 35.8% 22.8% 23.2% 

 
5 Year Total Return 
 
Martin Currie Pacific Trust 
share price 

60.6% 

Martin Currie Pacific Trust net 
asset value per share 

78.1% 

MSCI All Countries Asia 
Pacific Index 

72.8% 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Portfolio Summary 
 
Portfolio distribution as at 31 August 2009 
 
 Japan  

% 
China 
and 
Hong 
Kong 
% 

Aust -
ralia      
% 

Korea 
% 

Tai-
wan 
% 

India
% 

Malay
-sia % 

Sing -
apore     
% 

Indon -  
esia % 

Thaila
nd% 

Other 
% 

2009 
total 
% 

Financials 10.0 11.4 4.4 2.3 1.4 3.0 0.8 1.3 - - - 34.6 
Consumer 
goods 

11.1 - - 1.7 - 1.9 - - - - - 14.7 

Technology 1.8 2.0 - 2.9 3.3 - - - - - - 10.0 
Basic 
materials 

2.5 0.4 5.4 0.7 0.6 - - - - - - 9.6 

Industrials 4.1 1.8 - 0.9 1.0 - - - - - - 7.8 
Tele-
communicat
ions 

0.5 1.6 - - 0.8 0.8 0.8 1.1 0.9 - - 6.5 

Consumer 
services 

2.5 - 1.3 - - - 1.2 - - - - 5.0 

Investment 
fund 

- 4.9 - - - - - - - - - 4.9 

Oil and Gas 1.0 1.3 - - - 0.5 - - - 0.8 - 3.6 
Healthcare 2.3 - - - - - - - - - - 2.3 
Utilities 1.0 - - - - - - - - - - 1.0 
Total 
portfolio  

36.8 23.4 11.1 8.5 7.1 6.2 2.8 2.4 0.9 0.8 - 100 

Benchmar
k (2009) 

45.7 14.7 15.3 7.5 6.3 4.1 1.6 2.6 1.0 0.7 0.5 100 

Total 
Portfolio 
(28 Feb 
2009) 

34.8 25.8 12.2 7.2 5.4 3.6 4.5 5.8 - 0.7 - 100 

Benchmar
k (28 Feb 
2009) 

52.2 14.0 12.7 6.1 5.8 3.3 1.7 2.4 0.7 0.7 0.4 100 

 
 
By asset class  31 August 

2009 
28 
February 
2009 

Equities 101% 98% 
Cash 2% 2% 
Less borrowings (3%) - 
 100% 100% 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Largest holdings    
 
  31 August 

2009  
Market Value 
£000 

31 August 
2009  
% of total 
portfolio 

28 February 
2009 
Market value 
£000 

28 
February 
2009 
% of total 
portfolio 

Martin Currie China ‘A’ 
Share Fund 

China and 
Hong Kong 

5,399 4.9 5,115 5.7 

Toyota Motor Japan 3,401 3.1 1,291 1.4 
Samsung Electronics Korea 3,193 2.9 1,511 1.7 
BHP Billiton Australia 2,796 2.5 1,446 1.6 
China Construction Bank China and 

Hong Kong 
2,563 2.3 1,431 1.6 

Taiwan Semiconductor Taiwan 2,500 2.2 1,902 2.1 
Tencent Holdings China and 

Hong Kong 
2,253 2.0 1,362 1.5 

Daiichi Sankyo Japan 2,131 1.9 553 0.6 
Nomura Holdings Japan 2,078 1.9 - - 
Bank of China China and 

Hong Kong 
1,990 1.8 742 0.8 

Sony Corporation Japan 1,959 1.8 842 0.9 
Shin-Etsu Chemical Japan 1,816 1.6 858 1.0 
China Mobile China and 

Hong Kong 
1,763 1.6 4,051 4.5 

Mitsubishi Corporation Japan 1,706 1.5 1,023 1.1 
Industrial & Commercial 
Bank of China 

China and 
Hong Kong 

1,652 1.5 - - 

Sumitomo Mitsui FG Japan 1,623 1.5 732 0.8 
Westpac Bank Australia 1,587 1.4 - - 
Sony Financial Holdings Japan 1,555 1.4 608 0.7 
Mitsubishi UFJ Financial Japan 1,528 1.4 1,249 1.4 
Hang Seng Bank China and 

Hong Kong 
1,509 1.4 2,120 2.4 

 
 
Unaudited Income Statement  
 
  Six months to 31 August 200 9 Six months to 31 August 200 8 

 
 Notes  Revenue  

£000 
Capital  
£000 

Total  
£000 

Revenue  
£000 

Capital  
£000 

Total  
£000 

Gains/ (losses) on 
investments 

 - 23,403 23,403 - (16,606) (16,606) 

Currency losses  - (139) (139) - (624) (624) 
Income  2 1,790 - 1,790 1,661 - 1,661 
Investment management fee  (172) (345) (517) (190) (380) (570) 
VAT recoverable on 
investment management fee 

 - - - - - - 

Other expenses  (259) - (259) (241) - (241) 
Net return before finance 
costs and taxation  

 1,359 22,919 24,278 1,230 (17,610) (16,380) 

Interest payable and similar 
charges 

 (7) (15) (22) (9) (18) (27) 

Net return on ordinary 
activities before taxation for 
the period  

 1,352 22,904 24,256 1,221 (17,628) (16,407) 

Taxation on ordinary activities 3 (231) 101 (130) 932 978 1,910 
Transfer to /(from)  reserves   1,121 23,005 24,126 2,153 (16,650) (14,497) 
Return per ordinary share   2.62p 53.82p 56.44p 4.97p (38.47p) (33.50p) 



 
  
  Year to 2 8 February 200 9* 
 Notes  Revenue  

£000 
Capital  
£000 

Total  
£000 

Gains/ (losses) on 
investments 

 - (40,608) (40,608) 

Currency losses  - (983) (983) 
Income  2 2,778 - 2,778 
Investment management fee  (330) (660) (990) 
VAT recoverable on 
investment management fee 

 79 158 237 

Other expenses  (486) - (486) 
Net return before finance 
costs and taxation  

 2,041 (42,093) (40,052) 

Interest payable and similar 
charges 

 (7) (14) (21) 

Net return on ordinary 
activities before taxation for 
the period  

 2,034 (42,107) (40,073) 

Taxation on ordinary activities 3 (617) 2,329 1,712 
Transfer to/(from) reserves   1,417 (39,778) (38,361) 
Return per ordinary share   3.29p (92.44p) (89.15p) 
 
The total columns of this statement are the profit and loss accounts of the company. 
The revenue and capital items are presented in accordance with the Association of Investment Companies 
(AIC) SORP, issued in 2009. 
All revenue and capital items in the above statement derive from continuing operations. 
No operations were acquired or discontinued in the period. 
 
A statement of total recognised gains and losses is not required as all gains and losses of the company 
have been reflected in the above statement. 

• Audited 
 
Unaudited Balance Sheet  
 
  As at 31 August 200 9 

 
As at 31 August 2008  as at 28 February 

2009* 
 Note £000 £000 £000 £000 £000 £000 
Non-current assets  
 

       

Investments at fair value 
through profit and loss 

       

Listed on stock exchanges  4  111,152  112,160  90,022 
        
Current Assets         
Debtors  and Receivables 5 3,262  1,477  924  
Cash at bank 6 2,652  722  2,031  
  5,914  2,199  2,955  
Creditors         
Amounts falling due within one 
year 

7 (4,865)  (725)  (3,491)  

        
Net current  assets/(liabilities)    1,049  1,474  (536) 
        
Total net assets    112,201  113,634  89,486 
        
Capital and reserves         
Called-up share capital   22,019  22,019  22,019 
Share premium   6,084  6,084  6,084 



Capital redemption reserve   1,162  1,162  1,162 
Capital reserve   79,695  80,103  56,690 
Revenue reserve   3,241  4,266  3,531 
Equity shareholders’ funds    112,201  113,634  89,486 
Net asset value per ordinary 
share of 50p 

  262.5p  264.9p  209.3p 

 
• Audited 

 
Unaudited Statement of Cash Flow  
 
 Note  Six mon ths to  

31 August 2009 
Six months to  
31 August 2008 

 
Year to 28 February 
2009* 

  £000 £000 £000 £000 £000 £000 
Net cash inflow from 
operating activities 
 

8  1,054  942  1,289 

Servicing of finance         
Interest paid  (18)  (36)  (30)  
Net cash outfl ow from 
servicing of finance 

  (18)  (36)  (30) 

        
Taxation         
Corporation tax paid  -  -  (82)  
Net cash outflow from 
taxation  

  -  -  (82) 

Capital expenditure and 
financial investment  

       

Payment to acquire 
investments 

 (64,395)  (66,785)  (139,188)  

Receipts from disposal of 
investments 

 62,530  87,625  161,709  

Net cash (outflow)/ inflow 
from capital expenditure 
and financial investment 

  (1,865)  20,840  22,521 

Equity dividends paid   (1,411)  (1,346)  (1,345) 
Net cash (outflow)/ inflow 
before financing 
 

  (2,240)  20,400  22,353 

Financing         
Purchase of ordinary share 
capital 

  -  (1,327)  (1,612) 

Net movement in short-term 
borrowings 
 

  3,000  (19,954)  (19,954) 

Net cash inflow /(outflow)  
from financing 

  3,000  (21,281)  (21,566) 

Increase / (decrease) in cash 
for the period 

9  760  (881)  787 

        
Reconciliation of net cash 
flow to movements in net 
funds  

       

Increase/(decrease) in cash 
for the period 

  760  (881)  787 

Net movement in short-term 
borrowings 

  (3,000)  19,954  19,954 

   (2,240)  19,073  20,741 
Exchange movements   (139)  (624)  (983) 



        
Movement in net funds in the 
period 
 

  (2,379)  18,449  19,758 

Opening net funds/(debt)   2,031  (17,727)  (17,727) 
Closing net (debt)/funds    (348)  722  2,031 
 

• Audited 
 
Unaudited reconciliation of movements in shareholde rs’ funds   
 
 Six months to 31 

August 2009  
£000 

Six months to 31 
August 2008 
£000 

Year to 28 February 
2009 * 
£000 

Revenue available for 
distribution 

1,121 2,153 1,417 

Dividends paid (1,411) (1,346) (1,345) 
 (290) 807 72 
Other recognised gains/(losses) 23,005 (16,650) (39,778) 
Net increase/ (decrease) in 
reserves 

22,715 (15,843) (39,706) 

Cost of ordinary shares bought 
back 

- (1,327) (1,612) 

Opening shareholders’ funds 89,486 130,804 130,804 
Closing shareholders’ funds  112,201 113,634 89,486 

• Audited  
 
 
Notes to the financial statements 
 
1 Accounting policies 
 
(a) Basis of preparation - The financial statements have been prepared in accordance with applicable UK 
Accounting Standards and with the Statement of Recommended Practice ‘Financial Statements of 
Investment Trust Companies and Venture Capital Trusts’ issued in January 2009. They have also been 
prepared on the assumption that approval as an investment trust will continue to be granted. 

(b) Income from investments (other than special capital dividends), including taxes deducted at source, is 
included in revenue by reference to the date on which the investment is quoted ex-dividend, or where no ex-
dividend date is quoted, when the company’s right to receive payment is established. Franked investment 
income is stated net of the relevant tax credit. Other income includes any taxes deducted at source. Special 
dividends are credited to capital or revenue, according to the circumstances. Scrip dividends are treated as 
unfranked investment income; any excess in value of the shares received over the amount of the cash 
dividend is recognised as a capital item in the income statement. 

(c) The management fee and finance costs in relation to debt are recognised two-thirds as a capital item and 
one-third as a revenue item in the income statement in accordance with the board’s expected long-term split 
of returns in the form of capital gains and income, respectively. Short term deposits, expenses and interest 
payable are treated on an accruals basis. All expenses are charged to revenue except where they directly 
relate to the acquisition or disposal of an investment, in which case they are added to the cost of the 
investment or deducted from the sale proceeds. 

(d) Investments - Investments have been designated upon initial recognition as fair value through profit or 
loss. Investments are recognised at trade date where a purchase or sale is under a contract whose terms 
require delivery within the time frame established by the market concerned, and are initially measured as fair 
value. Subsequent to initial recognition, investments are valued at fair value.  

The company’s investments are classified as ‘financial assets at fair value through profit or loss’ and are 
therefore valued at bid price.  

In accordance with FRS29, all investments have been categorised as Level 1 - quoted in an active market. 

(e) Transaction costs incurred on the purchase and disposal of investments are recognised as a capital item 
in the income statements. 



(f) Foreign currencies are translated at the rates of exchange ruling on the balance sheet date. Most 
investors are resident in the UK, therefore sterling is deemed to be the functional currency. Investments are 
recognised initially as at the trade date of a transaction. Subsequent to this, the disposal of an investment is 
accounted for once again as at the trade date of transaction. Revenue received and interest paid in foreign 
currencies are translated at the rates of exchange ruling at the transaction date. 

(g) All financial assets and liabilities are recognised in the financial statements. 

(h) Dividends payable - Final dividends are recognised in the period in which they are paid. 

(i) Capital reserve - Gains or losses on realisation of investments and changes in fair values of investments 
which are readily convertible to cash, without accepting adverse terms, are transferred to the capital reserve. 

Share buy-backs are funded through the capital reserve. 

The purchase of shares to be held in treasury is shown as a transfer through the capital reserve. The 
ordinary share capital on the balance sheet relates to the number of shares in issue and in treasury. Only 
when the shares are cancelled, either from treasury or directly, is a transfer made to the capital redemption 
reserve. 

(j) Taxation - The tax effect of different items of income/gains and expenditure/losses is allocated between 
revenue and capital on the same basis as the particular item to which it relates, under the marginal method, 
using the company’s effective rate of tax. Deferred taxation is recognised in respect of all timing differences 
that have originated but not reversed at the balance sheet date where transactions or events that result in an 
obligation to pay more or a right to pay less tax in future have occurred at the balance sheet date measured 
on an undiscounted basis and based on enacted tax rates. This is subject to deferred tax assets only being 
recognised if it is considered more likely than not that there will be suitable profits from which the future 
reversal of the underlying timing differences can be deducted. Timing differences are differences arising 
between the company’s taxable profits and its results as stated in the accounts which are capable of 
reversal in one or more subsequent periods.  

2.   
 
 Six months to 31 

August 2009 
£000 

Six months to 31 
August 2008 
£000 

Year to 2 8 
February 2009 
£000 

Income from Investments     
From listed investments    
Equities 1,705 1,604 2,684 
Stock Dividends 42 16 35 
  1,747 1,620 2,719 
Other Income     
Interest received on VAT 
recovery from HMRC 

39 - - 

Interest on deposits 4 41 56 
Miscellaneous Income - - 3 
 
 

1,790 1,661 2,778 

 
During the six months to 31 August 2009, the company received no capital distributions (2008: £nil) 
 
3.  
 
 Six months to 31 August 

2009 
Six months to  
31 August 200 8 

Year to  
28 February 200 9 

 Revenue  
£000 

Capital  
£000  

Total  
£000 

Revenue  
£000 

Capital  
£000  

Total  
£000 

Revenue  
£000 

Capital  
£000 

Total  
£000 

Taxation on 
ordinary activities 

         

UK corporation tax (154) 101 (53) (433) 112 (321) (651) 145 (506) 
Double taxation relief 45 - 45 115 - 115 160 - 160 
Irrecoverable 
overseas tax 

(145) - (145) (100) - (100) (166) - (166) 

Deferred tax 23 - 23 1,350 866 2,216 40 2,184 2,224 
 (231) 101 (130) 932 978 1,910 (617) 2,329 1,712 



 
The company holds shares in an offshore fund, Martin Currie China ‘A’ Share Fund, which has successfully 
applied for distributor status and, as a result, a deferred tax provision is not required in respect of this 
holding.  Previously, in the absence of distributor status being granted, any realised gains arising on 
disposal of this investment were taxable. 
 
 
 
4. 
 
 Six months to 31 

August 2009 
£000 

Six months to 31 
August 2008 
£000 

Year to 2 8 
February 2009 
£000 

Investments     
Cost at beginning of period 95,149 128,313 128,313 
Movements during period:    
           Purchases at cost 62,714 59,353 134,580 
           Disposals at cost (60,292) (85,006) (167,744) 
Cost at end of period 97,571 102,660 95,149 
Closing investment holding 
gains/(losses) 

13,581 9,500 (5,127) 

Valuation at end of period 111,152 112,160 90,022 
 
 
The transaction cost in acquiring investments during the six months to 31 August 2009 were £117,000 
(2008: £78,000). For disposals, the transaction costs were £151,000 (2008: £151,000). 
 
 
5.   
 
 As at 31 August 

2009 
£000 

As at 31 August 
2008 
£000 

As at 2 8 February 
2009 
£000 

Debtors and receivables     
Dividends receivable 268 133 139 
Due from brokers 2,974 1,236 515 
Interest receivable - - 1 
Other debtors and receivables 20 108 269 
 3,262 1,477 924 
 
 
 
6.  
 
 As at 31 August 

2009 
£000 

As at 31 August 
2008 
£000 

As at 2 8 February 
2009 
£000 

Cash at Bank     
Indian rupee 329 - - 
Sterling 2,271 141 2,031 
Taiwanese dollar 52 581 - 
 2,652 722 2,031 
 
 
 
 
 
 
 
 
 



7.   
 
 As at 31 August 

2009 
£000 

As at 31 
August 2008 
£000 

As at 2 8 February 
2009 
£000 

Creditors – amounts falling due 
within one year 

   

Due to brokers 1,143 - 2,824 
Due to Martin Currie  289 289 232 
Other creditors 76 118 68 
Loan Interest 4 - - 
£2.5m bank loan (interest rate fixed 
of 2.4435% to 10 September 2009) 

2,500 - - 

£0.5m bank loan (interest rate fixed 
of 2.4035% to 10 September 2009) 

500 - - 

Withholding tax on stock dividends - 1 - 
Deferred tax - 31 23 
Corporation tax 353 286 344 
 4,865 725 3,491 
 
 
8.   
 
 Six months to 31 

August 2009 
£000 

Six months to  
31 August 2008 
£000 

Year to  
28 February 2009 
£000 

Reconciliation of net return before 
finance costs and taxation to net cash 
inflow from operating activities 

   

Net return before finance costs and taxation 24,278 (16,380) (40,052) 
(Gains)/losses on investments (23,403) 16,606 40,608 
Currency losses 139 624 983 
Decrease in operating debtors 120 253 85 
Increase/(decrease) in operating creditors  65 (61) (168) 
Taxation withheld from income on 
investments 

(145) (100) (167) 

Net cash inflow from operating activities  1,054 942 1,289 
 
 
 
9.   
 
 At 1 March 200 9 

 
£000 

Cash flows  
 
£000 

Exchange 
movements 
£000 

At 31 August 
2009 
£000 

Analysis of net cash      
Cash at bank and in 
hand 

2,031 760 (139) 2,652 

Sterling bank loan - (3,000) - (3,000) 
 2,031 (2,240) (139) (348) 
 
10 VAT recoverable  
On 5 November 2007, the European Court of Justice ruled that management fees should be exempt from 
VAT.  
 
The manager submitted a claim to HMRC for VAT charged on investment management fees for the period 1 
April 2001 to 30 September 2007. A refund of £237,000 and interest of £39,000 has now been received from 
HMRC and repaid to the company. The manager also submitted a claim to HMRC for VAT charged on 
investment management fees for the period 1 January 1990 to 4 December 1996. A refund of £157,000 and 



interest of £122,000 was received from HMRC post the period end and will be repaid to the company. The 
only remaining part of the claim is for compound rather than simple interest. 
The ability to claim for the 1996-2001 period remains uncertain and the company has taken no account in 
these financial statements of any such repayment.  
 
 
11 Interim report  
The financial information contained in this half-yearly financial report does not constitute statutory accounts 
as defined in Sections 434 - 436 of the Companies Act 2006. The financial information for the six months 
ended 31 August 2009 and 31 August 2008 has not been audited. 
 
The information for the year ended 28 February 2009 has been extracted from the latest published audited 
financial statements which have been filed with the Registrar of Companies. The report of the auditors on 
those accounts contained no qualification or statement under Section 237 (2) or (3) of the Companies Act 
1985. 
 
12 Martin Currie China ‘A’ Share Fund Limited (Chin a ‘A’ Share Fund)  
Martin Currie Pacific Trust invests in the Martin Currie China ‘A’ Share Fund Limited (‘China ‘A’ Share Fund’) 
to enable it to obtain exposure to the Chinese A Share market.. The China ‘A’ Share Fund holds a Qualified 
Foreign Institutional Investor (‘QFII’) facility historically with six providers, including Lehman Brothers 
International (Europe) (‘LBIE’), which enables it to hold investments in Chinese ‘A’ Shares.  
 
On 15 September 2008 LBIE was placed in administration and four partners of  PricewaterhouseCoopers 
(‘PwC’) were appointed as Joint Administrators. Following LBIE being placed in administration, the China ‘A’ 
Share Fund has been unable to trade on its LBIE QFII facility, which, at the time the Joint Administrators 
were appointed, represented approximately 15% of China ‘A’ Share Fund’s assets.  
 
During February 2009 the Joint Administrators in their capacity as Administrators of LBIE (in administration) 
has confirmed that the Fund has a valid proprietary claim over the assets held within the LBIE QFII facility. 
However, there are still a number of regulatory and administrative hurdles that must be overcome relating to 
the status of the LVIE QFII facility before teh assets can be  full recovered. Martin Currie and the China ‘A’ 
Share Fund’s representatives are working with LBIE, its administrators and the relevant regulators and third 
parties to resolve matters as quickly as possible.  
 
The board of Martin Currie Pacific Trust has decided to value the investment in the China ‘A’ Share Fund 
with full provision for the LBIE facility, at US$37.56 per share as at 31 August 2009, giving a value of 
£5,399,000.  Including the LBIE facility the value would be £6,525,000. At 31 August 2009 Martin Currie 
Pacific Trust had invested 4.9% of its assets in the China ‘A’ Share Fund 
 
  
Website 
At www.martincurriepacific.com  you can find prices and performance statistics, online versions of 
the company's annual and interim reports, its interim management statements, monthly updates 
and information on how to invest. 
 


