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it alone

There is an old adage

that suggests if you want
something to be done
properly, you need to do it
yourself. But in terms of buying
individual shares rather than
outsourcing portfolio management
to the professionals, does it stand?

The answer is no, not really — but
with several caveats.

Someone can build a significant pot
of savings through their own hard
work and ingenuity, but unless they
work in financial services, they would
likely be happy to admit they can’t
orchestrate their own retirement
plan, mitigate taxes or effectively
arrange estate planning. So why
do some people feel they can run a
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share portfolio if they aren’t a fund
manager? Perhaps more importantly,
why would they want to?

“It’s often down to personal
interest,” says Malcolm Steel, client
strategy director at Edinburgh-based
Mearns & Company.

“It might be someone who actively
follows the market just because they
are keen. It could be a client who is a
fund manager and knows the market
inside-out. If they had a particular
idea they wanted to explore, we
wouldn’t get in the way of that.”

Jumping in at the deep end
Another reason is wanting to learn.
“For many outside the industry,
investing in ‘the market’ seems

like a bit of dark art, so by buying
and selling shares directly — not
necessarily with big amounts - they
gain a better understanding of how it
all works,” Steel adds.

As he has visibility of these holdings
through his company’s chosen
platform, he can see how clients
get on when they decide to trade
individual shares on a non-advised
basis. This only applies to about



Most popular funds/trusts
and shares on AJ Bell in 2019

Fund/trust

City of London

Finsbury Growth & Income

Fundsmith Equity

iShares Core FTSE 100 ETF

Lindsell Train Global Equity

Scottish Mortgage

Vanguard FTSE 250 UCITS ETF
Vanguard LifeStrategy 100% Equity

Vanguard LifeStrategy 80% Equity
Vanguard S&P 500 UCITS ETF

pi

3yr return 3yr return
(%) to 20 Feb (%) to 20 Feb
2023 2023
15.6 Aviva 55.4
3.7 BP 31.7
22.9 BT Group 2.4
191 HSBC 17.6
107 Imperial Brands 43.6
14.8 Legal & General -04
-2 Lloyds -2.9
237 Shell 4.9
15.0 Unilever 0.4
34.8 Vodafone -18.6
15.8 Portfolio 16.6

Portfolio

Source: AJ Bell

5% of current clients. For investors
who are determined to dabble in
individual shares, Steel suggests
allocating an amount they can afford
to lose entirely without affecting
their long-term financial security.
“On that basis, we are quite relaxed
about it,” he explains. “I would,
however, be very nervous if a client

wanted to self-manage their entire
portfolio in individual stocks. That
would not be appropriate for most
people.”

Sharing a similar story is Christian
Perera-Slater, associate adviser at
The Private Office. He says some of
his clients take an active interest in
market activity and happily conduct >
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their own research to invest in
individual shares, but do so in a ring-
fenced and smaller proportion of
their overall portfolio.

“We’ll include those assets within
their financial plan, view all their
assets holistically using cashflow
forecasting, but we don’t actually
advise on those individual shares,”
he explains.

He adds that for most of their wealth,
these clients still take on advice,
relying on funds and other collective
vehicles to better manage risk.

Generation to generation
Where shares have been inherited,
and are likely still held for
sentimental reasons, Perera-Slater
says they typically sit at the smaller
end of the market-cap spectrum,
such as AIM stocks, and are passed
on for inheritance tax mitigation. If
clients have deliberately built share
portfolios from scratch, they often
tend towards household names.
Inheritance is a common entry
point, often with legacy portfolios
from the days of broad public
issues being bequeathed, says Neil
Whelan, investment director at RC

Brown. 2
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What you pay for

Contrary to the opening adage, if you
want something doing properly, you
should arguably pay someone who
does it for a living — so long as they
charge a reasonable price. But with
fund management one of the most
handsomely remunerated professions
around, it is worth asking what exactly
you are paying for.

Fund managers are surrounded by rigour,
process and analyst teams to inform and
challenge their decisions. They can’t allow
themselves to be swayed by a good story
or charismatic finance director.

Many have experience of market cycles,
know what to look for in rallies and
crashes, and can look business leaders
in the eye as they compare projections
against market dynamics and pressures
from rivals or other external sources.

“Most clients, unless they work in the
industry, wouldn’t know how to read a
corporate balance sheet,” says Steel.

“They won’t be partaking in the forensic
analysis that you would expect from a
fund manager.”




Janus Henderson

INVESTORS —

I EXPLORE THE OPPORTUNITIES
8 HENDERSON HIGH
INCOME TRUST

Janus Henderson

A pure income trust investing in a pru lently e NVESTORS
diversified selection of high-quality Uk ompan.es

Find out more -»

Legals>
Capital at risk. Not advice. Marketing communication.

UK companies well positioned to
weather uncertainty

David Smith, Portfolio Manager of Henderson High Income, discusses the Company’s impressive
dividend record, UK equity market valuations and areas where he is finding performance, the
comeback of bonds, and the outlook for UK dividends in a recessionary environment.

« Henderson High Income has increased its dividend decades. This has presented us with an opportunity to
for 10 consecutive years, making it one of the AIC’s increase our bond exposure, notably through high quality
Next Generation Dividend Heroes. This success is US and UK investment grade credit.
underpinned by good quality companies with strong « The dividend outlook for the UK remains encouraging.
business models and balance sheets, whilst effectively Companies are entering the recession in good financial
utilising the investment trust structure. health and have solid balance sheets which should help

« Yields on high quality government and investment grade them to weather difficult times whilst continuing to pay
corporate bonds have repriced to levels not seen in and grow dividends.

For more insights, research and commentary on the range
of Janus Henderson Investment Trusts, visit the Insights Hub.

Important information

References made to individual securities should not constitute or form part of any offer or solicitation to issue, sell, subscribe, or purchase the security. Janus Henderson Investors,
one of its affiliated advisors, or its employees, may have a position mentioned in the securities mentioned in the report.

Not for onward distribution. Before investing in an investment trust referred to in this document, you should satisfy yourself as to its suitability and the risks involved, you may wish
to consult a financial adviser. This is a marketing communication. Please refer to the AIFMD Disclosure document and Annual Report of the AlF before making any final investment
decisions. Past performance does not predict future returns. The value of an investment and the income from it can fall as well as rise and you may not get back the amount
originally invested. Tax assumptions and reliefs depend upon an investor’s particular circumstances and may change if those circumstances or the law change. Nothing in this
document is intended to or should be construed as advice. This document is not a recommendation to sell or purchase any investment. It does not form part of any contract for the
sale or purchase of any investment. We may record telephone calls for our mutual protection, to improve customer service and for regulatory record keeping purposes

Issued in the UK by Janus Henderson Investors. Janus Henderson Investors is the name under which investment products and services are provided by Janus Henderson
Investors International Limited (reg no. 3594615), Janus Henderson Investors UK Limited (reg. no. 906355), Janus Henderson Fund Management UK Limited (reg. no. 2678531),
Henderson Equity Partners Limited (reg. no.2606646), (each registered in England and Wales at 201 Bishopsgate, London EC2M 3AE and regulated by the Financial Conduct
Authority) and Janus Henderson Investors Europe S.A. (reg no. B22848 at 2 Rue de Bitbourg, L-1273, Luxembourg and regulated by the Commission de Surveillance du Secteur
Financier).

Janus Henderson, Knowledge Shared and Knowledge Labs are trademarks of Janus Henderson Group plc or one of its subsidiaries. © Janus Henderson Group plc
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While professional ~

investors should be able
to comfortably beat the
amateurs when it comes to
stockpicking, there are times
when the latter group has
more than held its own

“We often come across this, with The exception to the rule
the likes of BT, BP, the utilities and Yet while professional investors
banks. The father or grandfather was should be able to comfortably beat
given a discounted route into shares  the amateurs when it comes to

along time ago, they’ve held them stockpicking, there are times when
and, with the passage of time, have the latter group has more than held
done reasonably well.” its own.

But he argues they may have AJ Bell modelled portfolios based
been better off with a managed on its 10 most popular share and

approach, rather than wrestling with  fund purchases from 2020. It showed
calculations around scrip dividends, that the portfolio of most-bought

for example, as is currently the case  shares marginally outperformed the
with one client. portfolio of most-bought funds. >
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BAILLIE i

GIFFORD
SHIN
NIPPON

Want some Japan
in your portfolio?

Start small.

Baillie Gifford Shin Nippon seeks out small Japanese companies that are
usually at an earlier stage of their development. We believe that investing in
these companies with their eclectic mix of long-term opportunities gives us the
best chance to deliver the high growth we’re looking for on behalf of our clients.
And that’s no small thing for anyone’s portfolio.

Please remember that changing stock market conditions and currency
exchange rates will affect the value of the investment in the fund and any
income from it. Investors may not get back the amount invested.

Find out more by visiting our website bailliegifford.com
A Key Information Document is available. Call 0800 917 2112.

‘ BAILLIE GIFFORD ‘ Actual Investors

Your call may be recorded for training or monitoring purposes. Issued and approved by Baillie Gifford & Co Limited, whose registered address is at Calton
Square, 1 Greenside Row, Edinburgh, EH1 3AN, United Kingdom. Baillie Gifford & Co Limited is the authorised Alternative Investment Fund Manager and

Company Secretary of the Trust. Baillie Gifford & Co Limited is authorised and regulated by the Financial Conduct Authority (FCA). The investment trusts
managed by Baillie Gifford & Co Limited are listed UK companies and are not authorised or regulated by the Financial Conduct Authority.




The group of shares — led by Aviva,
Imperial Brands and Shell - returned
16.6% in the three years to 20
February, while the funds’ average
return stood at 15.8%.

However, Laith Khalaf, head of
investment analysis at AJ Bell, says
that there have been mitigating
circumstances, with retail investors
enjoying a rare boost in the share
prices of their favoured UK stocks
after many years in the doldrums.

“The most popular shares held by
DIY investors are often a roll call of
unglamorous UK-listed companies,
and while they may not be setting
the world on fire, they do tend to
offer a healthy stream of dividends,
which may explain their appeal,” he
explains.

Khalaf also notes that while there
wasn’t a huge amount of variance in
the results between the most popular
funds and most popular shares, the
latter showed a far wider dispersion
of returns.

“The results, ranging from a positive
55.4% to a negative 18.6%, highlight
how important diversification is for
DIY share traders. Of course, that
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99.704

- Maximum drawdown in
“small-cap darling”
Gulf Keystone Petroleum

diversification can be by a ‘core and
explore’ approach, using funds as
the diversified core of a portfolio and
then adding in shares around the
fringes,” he says.

The only free lunch

This view is supported by The Private
Office, which describes the natural
diversification from broad-based
funds, further amplified by holding
multiple funds within the client’s
portfolio.

Perera-Slater notes its funds-based
portfolios include alternatives,
which would also dampen down
any volatility that comes with a pure
share-based approach.

While individual share preferences



While there wasn’t a huge
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amount of variance in
the results between the
most popular funds and
most popular shares, the
latter showed a far wider
dispersion of returns

can be blue-chip dividend giants,
as AJ Bell’s list demonstrates, the
selections are often polarised — the
other end of the chart is dominated
by purchases made for emotional
reasons, such as investing in
companies their children work at
to support their positive story, says

Steel, or a colleague’s latest “hot tip”.

“One client had a holding in Gulf
Keystone, which I'd never heard

of at the time. It became a small-
cap darling, only to spectacularly
collapse,” he adds.

“One of them made a ridiculous
return - 2,000% or so - so all his
colleagues started buying. Another
guy was late to the party: he put in
£10,000, which fell to around £200.
So, they can be one person’s best-
ever stock, and someone else’s worst
nightmare.” s—
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