
In light of the recent fall in Polar Capital Global Financials Trust’s (PCFT’s) share price, especially relative to its net asset 

value, is it time to increase exposure?  
  

The sector has underperformed this year, driven, in particular, by the underperformance of European banks which have  

fallen 0.6%. 
  

To the end of August, the MSCI World Index had risen by 7.2%, while the MSCI World Financials Index had lagged this rising 

by only 5.2%. 
  

Sentiment has been hit by a wave of litigation/regulatory fines, the collapse of Banco Espirito, weaker economic data, Ukraine 

and concern in the run up to the ECB’s asset quality review and stress tests. 
  

In August, the latest Bank of America Merrill Lynch Fund Manager Survey showed that the net percentage of fund managers 

overweight relative to underweight European banks had collapsed 45 percentage points taking it from one of the four most 

owned sectors to the second most under owned. 
  

The performance of the PCFT is not solely reliant on the performance of European financials, but this is where the largest 

portion of its assets are invested. We would argue that although the outlook is not without risk, this is an overreaction and it is 

time to buy as: 

 
 
 

• Results have largely come in better than expected, with capital ratios continuing to 

rise despite litigation/fines etc. 

 

• More banks have started to write-back loan loss provisions, which are significant,  

boosting profitability. 

 

• The asset quality review/stress tests should be a significant boost to confidence, 

as banks will provide more disclosure. 

 

• Lending surveys have all picked up, which is a good indicator for loan growth going 

forward as this may well have been held back in the lead-up to the asset quality review.  

 

• The first TLTRO1 will come available this month – the scheme is linked to lending, 

incentivising banks to lend more. 

 

• Litigation is cyclical, largely concentrated on a small number of banks, and will fall 

substantially in due course. 

 

• Management are increasingly talking about raising payout ratios/dividends substantially 

over the next couple of years. 

 

 

Finally, financials are, at their core, cyclical businesses and reflect the operating performance of the underlying economies in 

which they operate and so is a key determinant of share price performance. With Mario Draghi having shown his willingness 

to dip into his monetary tool box to support the economy, the financials sector should be one of the biggest beneficiaries.  
  

With valuations remaining very attractive and sentiment having turned sharply negative, the PCFT has drawn down £10m of 

its £18m ING facility and invested it across the equity portfolio taking gearing to 3.7%. Both Fund Managers have bought 

more stock personally. 
  

Reflecting the sharp widening of the discount to net asset value, the Company has also began buying back its shares for 

cancellation which will be accretive to net asset value. 

 

Nick Brind and John Yakas 

Fund Managers 

Polar Capital Global Financials Trust 

 

 

 

 

 

 

 

 

 

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this 

document.  A list of all recommendations made within the immediately preceding 12 months is available upon request. 

 

Polar Capital Global Financials Trust plc 

A play on a discounted sector on a discount 

September 2014 

Polar Capital LLP 4 Matthew Parker Street, London SW1H 9NP 

T: +44 (0)20 7227 2721 F: +44 (0)20 7227 2799 E: investor-relations@polarcapital.co.uk W: www.polarcapital.co.uk 
1 

1. Targeted Longer Term Refinancing Operation.  



Important Information: This document is provided for the sole use of the intended recipient and it shall not and does not constitute an offer or solicitation of an offer to 

make an investment into any fund managed by Polar Capital. It may not be reproduced in any form without the express permission of Polar Capital and is not intended for 

private investors. This document is only made available to professional clients and eligible counterparties. The law restricts distribution of this document in certain 

jurisdictions; therefore, persons into whose possession this document comes should inform themselves about and observe any such restrictions. It is the responsibility of 

any person or persons in possession of this document to inform themselves of, and to observe, all applicable laws and regulations of any relevant jurisdiction. Polar Capital 

Global Financials Trust plc is an investment company with investment trust status and as such its ordinary and subscription shares are excluded from the FCA’s (Financial 

Conduct Authority’s) restrictions which apply to non-mainstream investment products. The Company conducts its affairs and intends to continue to do so for the foreseeable 

so that the exclusion continues to apply. The information contained in this document is not a financial promotion.  It is not designed to contain information material to an 

investor’s decision to invest in Polar Capital Global Financials Trust plc. SUCH INFORMATION, INCLUDING RELEVANT RISK FACTORS, IS CONTAINED IN THE 

FUND’S OFFER DOCUMENT WHICH MUST BE READ BY ANY PROSPECTIVE INVESTOR. 

Statements/Opinions/Views: All opinions and estimates constitute the best judgment of Polar Capital as of the date hereof, but are subject to change without notice, and 

do not necessarily represent the views of Polar Capital. Polar Capital is not rendering legal or accounting advice through this material; readers should contact their legal and 

accounting professionals for such information. All sources are Polar Capital unless otherwise stated. 

Third-party Data: Some information contained herein has been obtained from third party sources and has not been independently verified by Polar Capital. Neither Polar 

Capital nor any other party involved in or related to compiling, computing or creating the data makes any express or implied warranties or representations with respect to 

such data (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, 

merchantability or fitness for a particular purpose with respect to any data contained herein.   

Holdings:  Portfolio data is “as at” the date indicated and should not be relied upon as a complete or current listing of the holdings (or top holdings) of the fund. The 

holdings may represent only a small percentage of the aggregate portfolio holdings, are subject to change without notice, and may not represent current or future portfolio 

composition. Information on particular holdings may be withheld if it is in the fund’s best interest to do so. A historic complete list of the portfolio holdings may be made 

available upon request. It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this document.  A list 

of all recommendations made within the immediately preceding 12 months is available upon request.  This document is designed to provide updated information to 

professional investors to enable them to monitor the Fund. No other persons should rely upon it. The information provided in this document should not be considered a 

recommendation to purchase or sell any particular security.  

Benchmarks: The following benchmark indices are used: MSCI World Financials and MSCI World Index. These benchmarks are generally considered to be representative 

of the Financial Equity universe. The benchmarks are broad-based indices which are used for comparative/illustrative purposes only and have been selected as they is well 

known and is easily recognizable by investors. Please refer to www.msci.com for further information on these indices. Comparisons to benchmarks have limitations because 

benchmarks have volatility and other material characteristics that may differ from the fund. Investments made for the fund may differ significantly in terms of security 

holdings, industry weightings and asset allocation from those of the benchmark. Accordingly, investment results and volatility of the fund may differ from those of the 

benchmark. Also, the indices noted in this document are unmanaged, are not available for direct investment, and are not subject to management fees, transaction costs or 

other types of expenses that the fund may incur. The performance of the indices reflects reinvestment of dividends and, where applicable, capital gain distributions. 

Therefore, investors should carefully consider these limitations and differences when evaluating the comparative benchmark data performance. The information regarding 

the indices is included merely to show the general trends in the periods indicated and is not intended to imply that the fund was similar to any of the indices in composition 

or risk. 

Regulatory Status: Polar Capital LLP is a limited liability partnership number OC314700. It is authorised and regulated by the UK Financial Conduct Authority (“FCA”) and 

is registered as an investment adviser with the US Securities & Exchange Commission (“SEC”). A list of members is open to inspection at the registered office, 4 Matthew 

Parker Street, London SW1H 9NP. Investment managers which are authorised and regulated by the FCA are expected to write to investors in funds they manage with 

details of any side letters they have entered into. The FCA considers a side letter to be an arrangement known to the investment manager which can reasonably be 

expected to provide one investor with more favourable rights, which are material, than those afforded to other investors. These rights may, for example, include enhanced 

redemption rights, capacity commitments or the provision of portfolio transparency information which are not generally available. The fund and the Investment Manager are 

not aware of, or party to, any such arrangement whereby an investor has any preferential redemption rights. However, in exceptional circumstances, such as where an 

investor seeds a new fund or expresses a wish to invest in the fund over time, certain investors have been or may be provided with portfolio transparency information and/or 

capacity commitments which are not generally available. Investors who have any questions concerning side letters or related arrangements should contact the Polar Capital 

Desk at the Administrator on 0800 3134922.  

Information Subject to Change: The information contained herein is subject to change, without notice, at the discretion of Polar Capital and Polar Capital does not 

undertake to revise or update this information in any way.  

Forecasts: References to future returns are not promises or estimates of actual returns Polar Capital may achieve, and should not be relied upon. The forecasts contained 

herein are for illustrative purposes only and are not to be relied upon as advice or interpreted as a recommendation. Forecasts are based upon subjective estimates and 

assumptions about circumstances and events that may not yet have taken place and may never do so.   

Performance/Investment Process/Risk: Performance is shown net of fees and expenses and includes the reinvestment of dividends and capital gain distributions. Many 

factors affect fund performance including changes in market conditions and interest rates and in response to other economic, political, or financial developments. Past 

performance is not a guide to or indicative of future results. Future returns are not guaranteed and a loss of principal may occur. Investments are not insured by the FDIC 

(or any other state or federal agency), are not guaranteed by any bank, and may lose value.  No investment process or strategy is free of risk and there is no guarantee that 

the investment process or strategy described herein will be profitable.  

Allocations: The strategy allocation percentages set forth in this document are estimates and actual percentages may vary from time-to-time. The types of investments 

presented herein will not always have the same comparable risks and returns. Please see the private placement memorandum or prospectus for a description of the 

investment allocations as well as the risks associated therewith. Please note that the fund may elect to invest assets in different investment sectors from those depicted 

herein, which may entail additional and/or different risks. The actual performance of the fund will depend on the Investment Manager’s ability to identify and access 

appropriate investments, and balance assets to maximize return to the fund while minimizing its risk. The actual investments in the fund may or may not be the same or in 

the same proportion as those shown herein.   

Country Specific disclaimers: The fund has not been and will not be registered under the U.S. Investment Company Act of 1940, as amended (the "Investment Company 

Act") and the holders of its shares will not be entitled to the benefits of the Investment Company Act. In addition, the offer and sale of the Securities have not been, and will 

not be, registered under the U.S. Securities Act of 1933, as amended (the "Securities Act"). No Securities may be offered or sold or otherwise transacted within the United 

States or to, or for the account or benefit of U.S. Persons (as defined in Regulation S of the Securities Act). In connection with the transaction referred to in this document 

the shares of the fund will be offered and sold only outside the United States to, and for the account or benefit of non U.S. Persons in "offshore- transactions" within the 

meaning of, and in reliance on the exemption from registration provided by Regulation S under the Securities Act. No money, securities or other consideration is being 

solicited and, if sent in response to the information contained herein, will not be accepted. Any failure to comply with the above restrictions may constitute a violation of such 

securities laws.  
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