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ACD’S REPORT

for the period from 11 September 2017 to 31 December 2018

Authorised Status

LF Blue Whale Investment Funds (‘the Company’) is an investment company with variable capital incorporated in England and Wales
under registered number IC001095 and authorised by the Financial Conduct Authority with effect from 14 August 2017. The Company
has an unlimited duration. The head office of the Company is at 6th Floor, 65 Gresham Street, London EC2V 7NQ. This is also the
address for service on the Company of notices or other documents required or authorised to be served on it.
The Company and its sub-fund is a UCITS scheme and the base currency of the Company and its sub-fund is pounds sterling.
Shareholders are not liable for the debts of the Company. Shareholders are not liable to make any further payment to the Company after
they have paid the price on purchase of the shares.

Important Information

On 11 September 2017, a new company, the CF Blue Whale Investment Funds, was launched. Further details on this Company are
available in the latest Scheme Prospectus.
On 11 September 2017, a new sub-fund, the CF Blue Whale Growth Fund (‘the Fund’), was launched. Further details on this sub-fund
are available in the latest Scheme Prospectus.
With effect from 16 October 2017, the address of the ACD has changed to 6th Floor, 65 Gresham Street, London EC2V 7NQ.
As a result of the completion of the acquisition of Capita Financial Managers Limited by Link Administration Holdings Limited on 3
November 2017, the name of the ACD has changed to Link Fund Solutions Limited. Additionally, the Registrar of the Company has
changed its name from Capita Financial Administrators Limited to Link Fund Administrators Limited and the trading name for the ACD
and Administrator has also changed from Capita Asset Services to Link Asset Services.
With effect from 18 December 2017, the new name of the ACD is reflected in the name of the Company and its
sub-fund as follows:
• CF Blue Whale Investment Funds changed to LF Blue Whale Investment Funds; and
• CF Blue Whale Growth Fund changed to LF Blue Whale Growth Fund.
On 6 August 2018, a new share class ‘R Euro’ Accumulation was launched in the LF Blue Whale Growth Fund.

Remuneration Policy

Link Fund Solutions Limited (‘LFSL’) is committed to ensuring that its remuneration policies and practices are consistent with, and
promote, sound and effective risk management. LFSL’s remuneration policy is designed to ensure that excessive risk taking is not
encouraged by or within LFSL including in respect of the risk profile of the funds it operates, to manage the potential for conflicts of
interest in relation to remuneration (having regard, inter alia, to its formal conflicts of interest policy) and to enable LFSL to achieve and
maintain a sound capital base.
LFSL acts as the operator of both UCITS funds and AIFs.
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ACD’S REPORT continued

for the period from 11 September 2017 to 31 December 2018
Remuneration Policy (continued)

LFSL delegates portfolio management for the funds to various investment management firms. The portfolio managers’ fees and expense
for providing investment management services are paid by the ACD out of its own remuneration under the ACD agreement. The
investment management firms make information on remuneration publicly available in accordance with the disclosure requirements of
Pillar 3 of the Capital Requirements Directive. This disclosure is in respect of LFSL activities (including activities performed by its sister
company Link Financial Administrators Limited (‘LFAL’) or by employees of that entity), and excludes activities undertaken by third party
investment management firms. LFSL staff do not perform duties in respect of particular funds, nor are they remunerated by reference
to the performance of any individual fund. Accordingly, the information below is for LFSL as a whole. No attempt has been made to
attribute remuneration to the Company itself.
Information on LFSL’s remuneration arrangements is collated annually, as part of its statutory accounts preparation processes. However,
following the acquisition by Link Administration Holdings Limited on 3 November 2017, LFSL changed its accounting reference date to
30 June to align with that of its new parent, and its most recent account period was therefore for the six months to 30 June 2018. To
provide investors with transparency and comparability, this report includes remuneration disclosures for both this shortened accounting
period and the previous one, for the calendar year ended 31 December 2017. As at 30 June 2018, LFSL operated 96 UCITS and 59
AIFs (31.12.17: 95 UCITS and 59 AIFs), whose respective assets under management (‘AuM’) were £39,632 million and £17,801 million
(31.12.17: £41,425 million and £16,780 million). This Company was valued at £56 million as at 30 June 2018 and represented 0.10%
of LFSL’s total AuM and 0.14% of its UCITS AuM.
The disclosure below represents that required under COLL 4.5.7R (7) for funds subject to UCITS obligations.

2018
Total amount of remuneration paid by LFSL for the
financial period to 30 June 2018
Total amount of remuneration paid to members of staff
whose activities have a material impact on the risk
profile of the funds for the financial period to 30 June
2018:
Senior management (including all Board members)
Staff engaged in control functions
Risk takers and other identified staff
Any employees receiving total remuneration that takes
them into the same remuneration bracket as senior
management and risk takers

Number of
beneficiaries

Fixed
£’000

Variable
£’000

Total
£’000

149

3,249

924

4,173

6
4
15

356
182
561

348
59
205

704
241
766

-

-

-

-
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ACD’S REPORT continued

for the period from 11 September 2017 to 31 December 2018
Remuneration Policy (continued)
2017
Total amount of remuneration paid by LFSL for the
financial year to 31 December 2017
Total amount of remuneration paid to members of staff
whose activities have a material impact on the risk
profile of the funds for the financial year to 31 December
2017:
Senior management (including all Board members)
Staff engaged in control functions
Risk takers and other identified staff
Any employees receiving total remuneration that takes
them into the same remuneration bracket as senior
management and risk takers

Number of
beneficiaries

Fixed
£’000

Variable
£’000

Total
£’000

188

5,497

633

6,130

6
4
15

551
310
995

132
19

683
310
1,014

-

-

-

-

LFSL’s remuneration arrangement include fixed salaries, contributory pension arrangements and certain other benefits, and the potential
for discretionary bonuses. The amount available for payment of discretionary bonuses is dependent on satisfactory performance by
the Company as a whole, rather than the performance of any individual fund. Subject to satisfactory Company performance, bonuses
may then be paid to staff to reflect their contribution to the Company’s success. The precise metrics used will vary by function, but
consideration is given to both qualitative and quantitative measures.
None of LFSL’s staff receives remuneration based on the performance of any individual fund.
Further details can be found at www.linkfundsolutions.co.uk/assets/media/LFS_Explanation_of_Compliance_with_Remuneration Code.
pdf.

Securities Financing Transactions

The Company has the ability to utilise Securities Financing Transactions (being transactions such as lending or borrowing of securities,
repurchase or reverse repurchase transactions, buy-sell back or sell-buy back transactions, or margin lending transactions). No such
transactions have been undertaken in the period covered by this report.

LINK FUND SOLUTIONS LIMITED

ACD of LF Blue Whale Investment Funds
24 April 2019
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DIRECTOR’S STATEMENT
This report has been prepared in accordance with the requirements of the Collective Investment Schemes Sourcebook as issued and
amended by the Financial Conduct Authority.

N. BOYLING 		
LINK FUND SOLUTIONS LIMITED

ACD of LF Blue Whale Investment Funds
24 April 2019

Page 5

LF Blue Whale Investment Funds | Annual Report 2018

STATEMENT OF ACD’S RESPONSIBILITIES IN RELATION TO
THE FINANCIAL STATEMENTS
The Collective Investment Schemes sourcebook published by the Financial Conduct Authority (‘the COLL Rules’) requires the ACD to
prepare financial statements for each annual accounting year which give a true and fair view of the financial position of the Company,
comprising its sub-fund, and of the net revenue/expense and net capital gains/losses on the property of the Company’s sub-fund for
the year.
In preparing those financial statements, the ACD is required to:
•

select suitable accounting policies and then apply them consistently;

•

make judgements and estimates that are reasonable and prudent;

•

following UK accounting standards, including FRS 102 The Financial Reporting Standard applicable in the UK and Republic of
Ireland;

•

complying with the disclosure requirements of the Statement of Recommended Practice for UK Authorised Funds issued by the
Investment Association in May 2014;

•

keeping proper accounting records which enable it to demonstrate that the financial statements as prepared comply with the above
requirements;

•

assessing the Company and its sub-funds’ ability to continue as a going concern, disclosing, as applicable, matters related to
going concern;

•

using the going concern basis of accounting unless they either intend to liquidate the Company or its sub-fund or to cease
operations, or have no realistic alternative but to do so;

•

such internal control as they determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error; and

•

taking reasonable steps for the prevention and detection of fraud and irregularities.

The ACD is responsible for the management of the Company in accordance with its Instrument of Incorporation, the Prospectus and
the COLL Rules.
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STATEMENT OF THE DEPOSITARY’S RESPONSIBILITIES
IN RESPECT OF THE SCHEME AND REPORT OF THE
DEPOSITARY TO THE SHAREHOLDERS OF THE LF BLUE
WHALE INVESTMENT FUNDS (‘THE COMPANY’)
The Depositary must ensure that the Company is managed in accordance with the Financial Conduct Authority’s Collective Investment
Schemes Sourcebook, the Open-Ended Investment Companies Regulations 2001 (SI 2001/1228), as amended, the Financial Services
and Markets Act 2000, as amended, (together ‘the Regulations’), the Company’s Instrument of Incorporation and Prospectus (together
‘the Scheme documents’) as detailed below.
The Depositary must in the context of its role act honestly, fairly, professionally, independently and in the interests of the Company and
its investors.
The Depositary is responsible for the safekeeping of all custodial assets and maintaining a record of all other assets of the Company in
accordance with the Regulations.
The Depositary must ensure that:
•

the Company’s cash flows are properly monitored and that cash of the Company is booked into the cash accounts in accordance
with the Regulations;

•

the sale, issue, repurchase, redemption and cancellation of shares are carried out in accordance with the Regulations;

•

the value of shares of the Company are calculated in accordance with the Regulations;

•

any consideration relating to transactions in the Company’s assets is remitted to the Company within the usual time limits;

•

the Company’s income is applied in accordance with the Regulations; and

•

the instructions of the Authorised Fund Manager (‘the AFM’), which is the UCITS Management Company, are carried out (unless
they conflict with the Regulations).

The Depositary also has a duty to take reasonable care to ensure that Company is managed in accordance with the Regulations and
Scheme documents in relation to the investment and borrowing powers applicable to the Company.
Having carried out such procedures as we consider necessary to discharge our responsibilities as depositary of the Company, it is our
opinion, based on the information available to us and the explanations provided, that in all material respects the Company, acting through
the AFM:
(i)
(ii)

has carried out the issue, sale, redemption and cancellation, and calculation of the price of the Company’s shares and the
application of the Company’s income in accordance with the Regulations and the Scheme documents of the Company; and
has observed the investment and borrowing powers and restrictions applicable to the Company.

NORTHERN TRUST GLOBAL SERVICES SE
UK Trustee and Depositary Services
24 April 2019

Page 7

LF Blue Whale Investment Funds | Annual Report 2018

INDEPENDENT AUDITOR’S REPORT TO THE
SHAREHOLDERS OF THE LF BLUE WHALE INVESTMENT
FUNDS (‘THE COMPANY’)
Opinion

We have audited the financial statements of the Company and its sub-fund, LF Blue Whale Growth Fund, for the period ended 31
December 2018 which comprise the Statement of Total Return, the Statement of Changes in Net Assets Attributable to Shareholders,
the Balance Sheet, the Related Notes and Distribution Tables set out on pages 24 to 37 and the accounting policies in note 1.
In our opinion, the financial statements:
•

give a true and fair view, in accordance with UK accounting standards, including FRS 102 The Financial Reporting Standard
applicable in the UK and Republic of Ireland, of the financial position of the sub-fund as at 31 December 2018 and of the net
expense and the net capital gains on the property of the sub-fund for the period then ended; and

•

have been properly prepared in accordance with the Instrument of Incorporation, the Statement of Recommended Practice relating
to Authorised Funds, and the COLL Rules.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (‘ISAs (UK)’) and applicable law. Our responsibilities
are described below. We have fulfilled our ethical responsibilities under, and are independent of the Company in accordance with, UK
ethical requirements including the FRC Ethical Standard.
We have received all the information and explanations which we consider necessary for the purposes of our audit and we believe that
the audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

The impact of uncertainties due to Britain exiting the European Union on our audit

Uncertainties related to the effects of Brexit are relevant to understanding our audit of the financial statements. All audits assess and
challenge the reasonableness of estimates made by the directors and related disclosures and the appropriateness of the going concern
basis of preparation of the financial statements. All of these depend on assessments of the future economic environment and the
Company’s future prospects and performance.
Brexit is one of the most significant economic events for the UK, and at the date of this report, its effects are subject to unprecedented
levels of uncertainty of outcomes, with the full range of possible effects unknown. We applied a standardised firm-wide approach in
response to that uncertainty when assessing the Company’s future prospects and performance. However, no audit should be expected
to predict the unknowable factors or all possible future implications for a company and this is particularly the case in relation to Brexit.

Going concern

The Authorised Corporate Director has prepared the financial statements on the going concern basis as they do not intend to liquidate
the Company or its sub-fund or to cease their operations, and as they have concluded that the Company and its sub-fund’s financial
position means that this is realistic. They have also concluded that there are no material uncertainties that could have cast significant
doubt over their ability to continue as a going concern for at least a year from the date of approval of the financial statements (‘the going
concern period’).
We are required to report to you if we have concluded that the use of the going concern basis of accounting is inappropriate or there is
an undisclosed material uncertainty that may cast significant doubt over the use of that basis for a period of at least a year from the date
of approval of the financial statements. In our evaluation of the Authorised Corporate Director’s conclusions, we considered the inherent
risks to the Company’s and its sub-fund’s business model, including the impact of Brexit, and analysed how those risks might affect the
Company’s and its sub-fund’s financial resources or ability to continue operations over the going concern period. We have nothing to
report in these respects.
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INDEPENDENT AUDITOR’S REPORT TO THE
SHAREHOLDERS OF THE LF BLUE WHALE INVESTMENT
FUNDS (‘THE COMPANY’) continued
Going concern (continued)

However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes that are inconsistent
with judgements that were reasonable at the time they were made, the absence of reference to a material uncertainty in this auditor's
report is not a guarantee that the Company or its sub-fund will continue in operation.

Other information

The Authorised Corporate Director is responsible for the other information presented in the Annual Report together with the financial
statements. Our opinion on the financial statements does not cover the other information and, accordingly, we do not express an audit
opinion or, except as explicitly stated below, any form of assurance conclusion thereon.
Our responsibility is to read the other information and, in doing so, consider whether, based on our financial statements audit work, the
information therein is materially misstated or inconsistent with the financial statements or our audit knowledge. Based solely on that
work:
•

we have not identified material misstatements in the other information; and

•

in our opinion the information given in the Authorised Corporate Director’s Report is consistent with the financial statements.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where under the COLL Rules we are required to report to you if, in our
opinion:
•

proper accounting records for the Company have not been kept, or

•

the financial statements are not in agreement with those accounting records.

Authorised Corporate Director’s responsibilities

As explained more fully in their statement set out on page 6, the Authorised Corporate Director is responsible for: the preparation of
financial statements which give a true and fair view; such internal control as they determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error; assessing the Company and its sub-fund’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern; and using the going concern basis
of accounting unless they either intend to liquidate the Company or its sub-fund or to cease operations, or have no realistic alternative
but to do so.

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue our opinion in an auditor’s report. Reasonable assurance is a high level of assurance, but
does not guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of the financial statements.
A further description of our responsibilities is provided on the FRC’s website at: www.frc.org.uk/auditorsresponsibilities.
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INDEPENDENT AUDITOR’S REPORT TO THE
SHAREHOLDERS OF THE LF BLUE WHALE INVESTMENT
FUNDS (‘THE COMPANY’) continued
The purpose of our audit work and to whom we owe our responsibilities

This report is made solely to the Company’s shareholders, as a body, in accordance with Rule 4.5.12 of the Collective Investment
Schemes sourcebook (‘the COLL Rules’) issued by the Financial Conduct Authority under the Open-Ended Investment Companies
Regulations 2001. Our audit work has been undertaken so that we might state to the Company’s shareholders those matters we are
required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the Company and the Company’s shareholders as a body, for our audit work, for this report,
or for the opinions we have formed.

DAVID ALLEN
FOR AND ON BEHALF OF KPMG LLP, Statutory Auditor
1 Sovereign Square
Sovereign Street
Leeds LS1 4DA
24 April 2019

Page 10

LF Blue Whale Investment Funds | Annual Report 2018

LF BLUE WHALE GROWTH FUND
ACD’S REPORT

for the period from 11 September 2017 to 31 December 2018
Important Information

Refer to the ‘Important Information’ section for the Company on page 2.

Investment Objective and Policy

The aim of the LF Blue Whale Growth Fund (‘the Fund’) is to provide capital growth over the longer term. The Fund will invest substantially
in listed equities on a global basis that are listed or traded on worldwide recognised exchanges.
The Fund is an actively managed concentrated portfolio and is not restricted by reference to any geographical region, sector or
benchmark.
The Fund may also invest in other transferable securities, collective investment schemes, deposits and money market instruments.
The Fund will normally be fully invested, however, during periods of uncertain or volatile markets, the Investment Manager may choose
to hold high levels of cash and near cash.
Derivatives and currency forward transactions may be utilised for the purposes of Efficient Portfolio Management including hedging.

LINK FUND SOLUTIONS LIMITED
ACD of LF Blue Whale Growth Fund
24 April 2019
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LF BLUE WHALE GROWTH FUND
INVESTMENT MANAGER’S REPORT
for the period from 11 September 2017 to 31 December 2018

STRATEGY
The Fund was launched in September 2017. The strategy of the Fund is to invest in a concentrated portfolio of 25-35 equities from
across the globe utilising a detailed bottom-up research process, unconstrained by sector allocations. We aim to invest in companies
which have the ability to grow profitably over time which are undervalued by the market. We pay particular attention to the development
of new technology and look to avoid investing in companies that may face structural issues with their business models as a result.
MARKET COMMENTARY
The Fund outperformed what is perhaps the most obvious index comparator – the MSCI World Net GBP Index – by 12% in 2018. It
outperformed the FTSE 100 Index, which is relevant to many of our UK investors, by more than 17%. The Fund achieved the 4th highest
performance in 2018 in the IA Global Sector which contains around 300 funds in total. ¹
The first half of the period saw high levels of market volatility in February and March with the ‘VIX’ volatility index spiking to over 35, a
level last seen in the middle of the Eurozone crisis in 2015. Despite this surge in volatility, financial conditions remained favourable and
financial markets bounced back from April through September with the S&P 500 index reaching an all-time high on 20th September.
However, from September onwards financial conditions tightened considerably due to the aggressive tone struck by the US Federal
Reserve in regard to raising interest rates. Exacerbated by a collapse in the oil price, credit spreads have risen significantly in both
investment grade and high yield markets and high levels of volatility have returned. From the peak in September through to period end,
the S&P 500 index declined more than 14%. As these conditions developed in October, we found it increasingly difficult to identify new
ideas at attractive valuations and the valuations of some existing holdings became unattractive. Therefore, our cash position has been
elevated in the final three months of the period. At period end, our cash position was 15% of the net asset value of the portfolio. We
expect that when financial conditions return to being more favourable, we will be able to utilise our cash position in new ideas with much
more attractive valuations.
The main contributors to our performance in 2018 were technology and health care stocks. Current technology holdings Alphabet,
Microsoft, Amazon.com, Adobe Systems, Salesforce.com and PayPal all delivered returns well in excess of the indices referenced
above. This was due to strong earnings growth which exceeded the expectations of market participants. We believe the market
continues to undervalue companies that can achieve high long-term sustainable growth, particularly those with exposure to cloud
computing and cashless technology. Current health care holdings UnitedHealth Group, Veeva Systems and Smith and Nephew were
also strong contributors.
Other strong contributors where we have exited the positions due to stretched valuations were Red Hat, MasterCard, Intuit, Zoetis,
Moncler and Whitbread. Early in the period, we also exited our holdings of gaming companies Electronic Arts and Activision Blizzard. The
overnight success of the free-to-download hit game Fortnite cast some doubt on our long-term thesis on these stocks, which depends
on the willingness of gamers to pay to download games. These stocks have since underperformed the market significantly with both
stocks down more than 30% since our exit.
In summary, we are very pleased with the performance of the Fund since inception. Although current financial conditions mean we are
cautious in the near-term, we remain optimistic about the long-term future growth prospects.
Source: Bloomberg. The indices are used by the Investment Manager for comparison. The Fund does not have a formal Prospectus
benchmark.
1

BLUE WHALE CAPITAL LLP
Investment Manager
18 January 2019
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LF BLUE WHALE GROWTH FUND
FUND INFORMATION

for the period from 11 September 2017 to 31 December 2018
RISK AND REWARD PROFILE
Typically
Lower Rewards

This indicator is based on historical data and may not be a reliable
indication of the future risk profile of this Fund.
Typically
Higher Rewards

4
Lower Risk

Higher Risk

This indicator shows how much a fund may have risen and fallen
in the past, and therefore how much a fund’s returns may have
varied. It is a measure of a fund's volatility. As the Fund has less
than 5 years price history, this calculation incorporates the volatility
of an appropriate benchmark index. The higher a fund's past
volatility the higher the number on the scale and the greater the
risk that investors in that fund may have made losses as well as
gains. The lowest number on the scale does not mean that a fund
is risk free.
The Fund has been classed as 5 because its volatility has been
measured as above average.

The risk and reward profile shown is not guaranteed to remain the
same and may shift over time.
Currency Risk: As the Fund invests in overseas securities,
movements in exchange rates may, when not hedged, cause the
value of your investment to increase or decrease.
Concentration Risk: The Fund intentionally holds a small number of
investments and is not restricted by reference to any geographical
region, sector or benchmark. This concentration means that the
performance of a single stock within the portfolio can have a
greater effect on the Fund’s share price. This can result in larger
swings (both up and down) in the Fund’s value.
For full details of the Fund’s risks, please see the Prospectus
which may be obtained upon application and can be found on the
ACD’s website, www.linkfundsolutions.co.uk, by following the link
‘Fund Information’.
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LF BLUE WHALE GROWTH FUND
FUND INFORMATION continued

for the period from 11 September 2017 to 31 December 2018
COMPARATIVE TABLES
Information relates to the period from 11 September 2017 to 31 December 2018. The operating charges relate to the expenses incurred
on an ex post basis over the period ending 31 December 2018, expressed as an annualised percentage of the average net asset value.
I Sterling Accumulation shares

CHANGE IN NET ASSETS PER SHARE
Opening net asset value per share
Return before operating charges*
Operating charges
Return after operating charges
Distributions
Retained distributions on accumulation shares
Closing net asset value per share
* after direct transaction costs of:2,3

11 September 2017
to
31 December 20181
pence per share
100.00
13.54
(1.01)
12.53
(0.09)
0.09
112.53
0.29

PERFORMANCE
Return after charges

12.53%

OTHER INFORMATION
Closing net asset value (£'000)
Closing number of shares
Operating charges3
Direct transaction costs2,3

59,598
52,959,942
0.90%
0.26%

PRICES
Highest share price
Lowest share price

127.43
100.00

The Fund launched 11 September 2017.
Direct transaction costs are stated after deducting the proportion of the amounts collected from dilution adjustments that relate to direct
transaction costs.  A negative transaction costs figure might arise where there is a timing difference between inflows and the settlement
of the resultant purchases.
3
Annualised figure due to Fund launched more than 1 year.
1
2
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LF BLUE WHALE GROWTH FUND
FUND INFORMATION continued

for the period from 11 September 2017 to 31 December 2018
COMPARATIVE TABLES (continued)
I Sterling Income shares

CHANGE IN NET ASSETS PER SHARE
Opening net asset value per share
Return before operating charges*
Operating charges
Return after operating charges
Distributions on income shares
Closing net asset value per share
* after direct transaction costs of:2,3

11 September 2017
to
31 December 20181
pence per share
100.00
13.56
(1.02)
12.54
(0.11)
112.43
0.29

PERFORMANCE
Return after charges

12.54%

OTHER INFORMATION
Closing net asset value (£'000)
Closing number of shares
Operating charges3
Direct transaction costs2,3

8,785
7,814,544
0.90%
0.26%

PRICES
Highest share price
Lowest share price

127.31
100.00

The Fund launched 11 September 2017.
Direct transaction costs are stated after deducting the proportion of the amounts collected from dilution adjustments that relate to direct
transaction costs.  A negative transaction costs figure might arise where there is a timing difference between inflows and the settlement
of the resultant purchases.
3
Annualised figure due to Fund launched more than 1 year.
1
2
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LF BLUE WHALE GROWTH FUND
FUND INFORMATION continued

for the period from 11 September 2017 to 31 December 2018
COMPARATIVE TABLES (continued)
R Sterling Accumulation shares

CHANGE IN NET ASSETS PER SHARE
Opening net asset value per share
Return before operating charges*
Operating charges
Return after operating charges
Distributions
Retained distributions on accumulation shares
Closing net asset value per share
* after direct transaction costs of:2,3

11 September 2017
to
31 December 20181
pence per share
100.00
13.52
(1.33)
12.19
(0.05)
0.05
112.19
0.30

PERFORMANCE
Return after charges

12.19%

OTHER INFORMATION
Closing net asset value (£'000)
Closing number of shares
Operating charges3
Direct transaction costs2,3

8,908
7,939,641
1.15%
0.26%

PRICES
Highest share price
Lowest share price

127.15
100.00

The Fund launched 11 September 2017.
Direct transaction costs are stated after deducting the proportion of the amounts collected from dilution adjustments that relate to direct
transaction costs.  A negative transaction costs figure might arise where there is a timing difference between inflows and the settlement
of the resultant purchases.
3
Annualised figure due to Fund launched more than 1 year.
1
2
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LF BLUE WHALE GROWTH FUND
FUND INFORMATION continued

for the period from 11 September 2017 to 31 December 2018
COMPARATIVE TABLES (continued)
R Sterling Income shares

CHANGE IN NET ASSETS PER SHARE
Opening net asset value per share
Return before operating charges*
Operating charges
Return after operating charges
Distributions on income shares
Closing net asset value per share
* after direct transaction costs of:2,3

11 September 2017
to
31 December 20181
pence per share
100.00
13.47
(1.29)
12.18
–
112.18
0.29

PERFORMANCE
Return after charges

12.18%

OTHER INFORMATION
Closing net asset value (£'000)
Closing number of shares
Operating charges3
Direct transaction costs2,3

801
714,006
1.15%
0.26%

PRICES
Highest share price
Lowest share price

127.13
100.00

The Fund launched 11 September 2017.
Direct transaction costs are stated after deducting the proportion of the amounts collected from dilution adjustments that relate to direct
transaction costs.  A negative transaction costs figure might arise where there is a timing difference between inflows and the settlement
of the resultant purchases.
3
Annualised figure due to Fund launched more than 1 year.
1
2
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LF BLUE WHALE GROWTH FUND
FUND INFORMATION continued

for the period from 11 September 2017 to 31 December 2018
COMPARATIVE TABLES (continued)
R Euro Accumulation shares

CHANGE IN NET ASSETS PER SHARE
Opening net asset value per share
Return before operating charges*
Operating charges
Return after operating charges
Distributions
Retained distributions on accumulation shares
Closing net asset value per share
* after direct transaction costs of:2,3

06 August 2018
to
31 December 20181
cents per share
100.00
(6.74)
(1.41)
(8.15)
–
–
91.85
0.22

PERFORMANCE
Return after charges

(8.15)%

OTHER INFORMATION
Closing net asset value (£'000)
Closing number of shares
Operating charges3
Direct transaction costs2,3

1,910
2,318,634
1.65%
0.26%

PRICES
Highest share price
Lowest share price

104.00
88.00

The Fund launched 11 September 2017.
Direct transaction costs are stated after deducting the proportion of the amounts collected from dilution adjustments that relate to direct
transaction costs.  A negative transaction costs figure might arise where there is a timing difference between inflows and the settlement
of the resultant purchases.
3
Annualised figure due to share class launched less than 1 year.
1
2
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LF BLUE WHALE GROWTH FUND
FUND INFORMATION continued

for the period from 11 September 2017 to 31 December 2018

Fund Performance to 31 December 2018
LF Blue Whale Growth Fund
1

1 year

Since launch1

8.39%

11.39%

Launch date 11 September 2017

The performance of the Fund is based on the published price per R Sterling Accumulation Share which includes reinvested income.
The performance of the Fund disclosed in the above table may differ from the ‘Return after charges’ disclosed in the Comparative Tables
due to the above performance being calculated on the latest published price prior to the period end, rather than the period end return
after operating charges.
Details of the distributions per share for the period are shown in the Distribution Tables on page 37.

RISK WARNING

An investment in an open-ended investment company should be regarded as a medium to long term investment. Investors should be
aware that the price of shares and the income from them can fall as well as rise and investors may not receive back the full amount
invested. Past performance is not necessarily a guide to future performance. Investments denominated in currencies other than the base
currency are subject to fluctuation in exchange rates, which can be favourable or unfavourable.
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LF BLUE WHALE GROWTH FUND
PORTFOLIO STATEMENT
as at 31 December 2018

Holding Portfolio of investments
SpacingOnly
SpacingOnly
SpacingOnly
177,500

UNITED KINGDOM 5.10%
HEALTH CARE 3.25%
Health Care Equipment & Services 3.25%
Smith & Nephew

SpacingOnly
CONSUMER SERVICES 1.85%
SpacingOnly
Travel & Leisure 1.85%
35,000 InterContinental Hotels
SpacingOnly
SpacingOnly
SpacingOnly
95,200
135,900
59,500

SpacingOnly
SpacingOnly
SpacingOnly
SpacingOnly
19,158

IRELAND 7.71%
FINANCIALS 7.71%
Non-equity Investment Instruments 7.71%
SPDR MSCI World Consumer Staples UCITS ETF1
SPDR S&P U.S. Consumer Staples Select Sector UCITS ETF1
Xtrackers MSCI World Consumer Staples UCITS ETF1

CONTINENTAL EUROPE 5.42%
GERMANY 4.89%
CONSUMER GOODS 3.92%
Personal Goods 3.92%
Adidas

SpacingOnly
TECHNOLOGY 0.97%
SpacingOnly
Software & Computer Services 0.97%
10,000 SAP
SpacingOnly
SpacingOnly
SpacingOnly
9,900

NETHERLANDS 0.53%
CONSUMER GOODS 0.53%
Personal Goods 0.53%
Unilever

Value
£'000

31 December
2018
%

2,599

3.25

1,481

1.85

2,294
2,425
1,446

2.87
3.03
1.81

6,165

7.71

3,135

3.92

782

0.97

421

0.53
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LF BLUE WHALE GROWTH FUND
PORTFOLIO STATEMENT continued
as at 31 December 2018

Value
£'000

31 December
2018
%

1,161

1.45

960

1.20

2,481

3.10

558

0.70

SpacingOnly
HEALTH CARE 3.69%
SpacingOnly
Health Care Equipment & Services 3.69%
15,106 UnitedHealth

2,948

3.69

SpacingOnly
CONSUMER SERVICES 9.05%
SpacingOnly
General Retailers 6.36%
4,321 Amazon.com

5,088

6.36

SpacingOnly
Travel & Leisure 2.69%
60,630 Wyndham Hotels & Resorts

2,154

2.69

SpacingOnly
FINANCIALS 3.30%
SpacingOnly
Financial Services 3.30%
25,550 Visa

2,641

3.30

Holding Portfolio of investments
SpacingOnly
SpacingOnly
SpacingOnly
SpacingOnly
37,000

NORTH AMERICA 67.16%
CAYMAN ISLANDS 1.45%
TECHNOLOGY 1.45%
Software & Computer Services 1.45%
Tencent

SpacingOnly
SpacingOnly
SpacingOnly
6,500

UNITED STATES 65.71%
INDUSTRIALS 4.30%
Electronic & Electrical Equipment 1.20%
Waters

SpacingOnly
Support Services 3.10%
37,635 PayPal
SpacingOnly
CONSUMER GOODS 0.70%
SpacingOnly
Tobacco 0.70%
14,440 Altria

Page 21

LF Blue Whale Investment Funds | Annual Report 2018

LF BLUE WHALE GROWTH FUND
PORTFOLIO STATEMENT continued
as at 31 December 2018

Value
£'000

31 December
2018
%

5,337
4,238
2,183
1,801
3,387
6,093
5,840
3,848

6.67
5.30
2.73
2.25
4.23
7.62
7.30
4.81

32,727

40.91

SpacingOnly
Technology Hardware & Equipment 3.76%
88,550 Cisco Systems

3,010

3.76

Portfolio of investments

68,311

85.39

Net other assets

11,691

14.61

Net assets

80,002

100.00

Holding Portfolio of investments
SpacingOnly
SpacingOnly
30,104
5,175
19,500
17,509
53,900
76,530
54,446
55,000

TECHNOLOGY 44.67%
Software & Computer Services 40.91%
Adobe Systems
Alphabet
ANSYS
Facebook
Guidewire Software
Microsoft
Salesforce.com
Veeva Systems

There are no comparative figures shown as the Fund launched 11 September 2017.
The investments have been valued in accordance with note 1F and are ordinary shares listed on a regulated market
unless stated otherwise.
1

Collective Investment Schemes
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LF BLUE WHALE GROWTH FUND
SUMMARY OF MATERIAL PORTFOLIO CHANGES
for the period from 11 September 2017 to 31 December 2018
Total purchases for the period £'000 (Note 16)

154,568

Total sales for the period £'000 (Note 16)

Major Purchases

Cost
£'000

Major Sales

Amazon.com
Salesforce.com
Adobe Systems
PayPal
Microsoft
Alphabet
Adidas
Facebook
UnitedHealth
Visa

9,389
8,438
8,282
6,918
5,807
5,761
5,463
5,377
4,578
4,358

PayPal
Amazon.com
Intuit
Adobe Systems
Salesforce.com
MasterCard
Facebook
Electronic Arts
Adidas
UnitedHealth

88,748
Proceeds
£'000
5,081
4,556
3,882
3,578
3,191
3,104
2,921
2,849
2,332
2,325

The summary of material portfolio changes represents the 10 largest purchases and sales during the period.
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LF BLUE WHALE GROWTH FUND
FINANCIAL STATEMENTS
STATEMENT OF TOTAL RETURN

for the period from 11 September 2017 to 31 December 2018

Notes

£'000

Income
Net capital gains
Revenue
Expenses

3
4
5

Interest payable and similar charges

7

636
(635)
(2)

Net expense before taxation
Taxation

6

(1)
(57)

2,401

(58)

Net expense after taxation
Total return before distributions
Distributions

11 September 2017
to
31 December 2018
£'000

2,343
(41)

8

Change in net assets attributable to shareholders from investment
activities

2,302

STATEMENT OF CHANGE IN NET ASSETS
ATTRIBUTABLE TO SHAREHOLDERS
for the period from 11 September 2017 to 31 December 2018

£'000

–

Opening net assets attributable to shareholders
Amounts receivable on issue of shares
Amounts payable on redemption of shares
Dilution adjustment1
Change in net assets attributable to shareholders from investment activities
Retained distribution on accumulation shares
Closing net assets attributable to shareholders

11 September 2017
to
31 December 2018
£'000

80,081
(2,462)
77,619
43
2,302
38
80,002

No comparative figures are presented for the Statement of Total Return and Statement of Change in Net Assets Attributable to
Shareholders as this is the Fund's first reporting period; the Fund launched on 11 September 2017.
1

See note 1E
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LF BLUE WHALE GROWTH FUND
FINANCIAL STATEMENTS continued
BALANCE SHEET
as at 31 December 2018

Notes
ASSETS
Fixed assets
Investments

31 December 2018
£'000

68,311

Current assets
Debtors

9

566

Cash and bank balances

10

11,705
80,582

Total assets
LIABILITIES
Creditors
Bank overdrafts

10

(46)

Other creditors

11

(534)

Total liabilities
Net assets attributable to shareholders

(580)
80,002

No comparative figures are presented for the Balance Sheet and the succeeding related notes as this is the Fund's first reporting period;
the Fund launched on 11 September 2017.

Page 25

LF Blue Whale Investment Funds | Annual Report 2018

LF BLUE WHALE GROWTH FUND
FINANCIAL STATEMENTS continued
NOTES TO THE FINANCIAL STATEMENTS
for the period from 11 September 2017 to 31 December 2018
1. Accounting Policies
The principal accounting policies, which have been applied to the current period, are set out below:
(A) BASIS OF ACCOUNTING
The financial statements have been prepared on a going concern basis under the historical cost basis, as modified by the revaluation
of investments and in accordance with FRS102 The Financial Reporting Standard applicable in the UK and Republic of Ireland, and
the Statement of Recommended Practice (‘SORP’) for UK Authorised Funds issued by the Investment Association (IA) in May 2014,
as amended.
(B) RECOGNITION OF REVENUE
Revenue from quoted equities and non-equity shares is recognised net of attributable tax credits when the security is quoted exdividend.
Overseas revenue received after the deduction of withholding tax is shown gross of taxation, with the taxation consequences shown
within the taxation charge.
Special dividends are reviewed on a case by case basis in determining whether the dividend is to be treated as revenue or capital.
Amounts recognised as revenue will form part of the distributable revenue. Amounts recognised as capital are deducted from the cost
of the investment. The tax accounting treatment follows the treatment of the principal amount.
All other revenue is recognised on an accruals basis.
(C) TREATMENT OF EXPENSES
All expenses, except for those relating to the purchase and sale of investments, are charged against revenue.
(D) ALLOCATION OF REVENUE AND EXPENSES TO MULTIPLE SHARE CLASSES
Any revenue or expense not directly attributable to a particular share class will normally be allocated pro-rata to the net assets of the
relevant share classes unless a different allocation method is more appropriate.
All share classes are ranked pari passu and have no particular rights or terms attached, including rights on winding up.
(E) DILUTION ADJUSTMENT
The actual cost of purchasing or selling assets and investments in a fund may vary due to dealing charges, taxes, and any spread
between buying and selling prices of the underlying investments of a fund. These costs could have an adverse effect on the value of the
Fund, known as ‘dilution’. In order to mitigate the effect of dilution, the ACD may, at its discretion, adjust the sale and purchase price of
shares to take into account the possible effects of dilution to arrive at the price of shares. This practice is known as making a ‘dilution
adjustment’. The power to make a dilution adjustment may only be exercised for the purpose of reducing dilution in a fund. If the price
of the shares does contain a dilution adjustment, such dilution adjustment will be paid into the Fund and will become part of the property
of the Fund, thus, mitigating the effects of dilution that would otherwise constrain the future growth of the Fund.
The ACD reserves the right to make a dilution adjustment every Dealing Day. The dilution adjustment is calculated using the estimated
dealing costs of the Fund’s underlying investments and taking into consideration any dealing spreads, commission and transfer taxes.
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LF BLUE WHALE GROWTH FUND
FINANCIAL STATEMENTS continued
NOTES TO THE FINANCIAL STATEMENTS continued
for the period from 11 September 2017 to 31 December 2018
1. Accounting Policies (continued)
(F) BASIS OF VALUATION OF INVESTMENTS
All investments are valued at their fair value as at close of business (London time) on 31 December 2018, being the last business day
of the financial period.
Quoted investments are valued at fair value which generally is the bid price.
Open forward currency contracts are valued based on the difference between the contract value and the market value adjusted by the
prevailing spot rate and swap curve.
Where values cannot be readily determined, the securities are valued at the ACD’s best assessment of their fair value.
(G) TAXATION
Corporaton tax is provided at 20% on taxable revenue, after deduction of allowable expenses.
Offshore income gains, from funds without reporting status, are liable to corporation tax at 20% and any resulting charge is deducted
from capital.
Where overseas tax has been deducted from overseas revenue that tax can, in some instances, be set off against the corporation tax
payable by way of double tax relief and where this case the offset is reflected in the tax charge.
Deferred tax is provided on all timing differences that have originated but not reversed by the balance sheet date, other than those
differences that are regarded as permanent. Any liability to deferred tax is provided at the average rate of tax expected to apply. Deferred
tax assets are recognized only when, on the basis of available evidence, it is more likely than not that there will be taxable profits in the
future against which the deferred tax asset can be offset.
(H) FOREIGN EXCHANGE
The base and functional currency of the Fund is pounds sterling. Transactions in foreign currencies are translated at the rate of exchange
ruling on the date of the transaction. Where applicable, assets and liabilities denominated in foreign currencies are translated into sterling
at the rates of exchange ruling at the period end, 31 December 2018, being the last business day of the financial period.
(I)

DIRECT TRANSACTION COSTS

Direct transaction costs may consist of fees and commissions paid to agents, advisers, brokers and dealers, levies by regulatory
agencies and securities exchanges, and transfer taxes and duties. Direct transaction costs do not include any difference between the
quoted bid and offer prices or internal administrative or holding costs. The average portfolio dealing spread is the difference between the
bid and offer prices of investments at the balance sheet date, including the effect of foreign exchange expressed as a percentage of the
value determined by reference to the offer price.

2. Distribution Policies
The policy is to distribute all available revenue, after deduction of those expenses which are chargeable in calculating the distribution.
In order to conduct a controlled dividend flow, interim distributions will be at the ACD’s discretion, up to a maximum of the distributable
revenue for the period. All remaining revenue is distributed in accordance with the COLL.
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LF BLUE WHALE GROWTH FUND
FINANCIAL STATEMENTS continued
NOTES TO THE FINANCIAL STATEMENTS continued
for the period from 11 September 2017 to 31 December 2018
2. Distribution Policies (continued)
In calculating the amount of distribution, tax relief on expenses charged to capital is applied and transferred between the revenue and
capital property of the Fund. In calculating how much tax relief should be allocated, revenue expenses are matched first against taxable
income arising in revenue, and tax deductible capital expenses are matched first against taxable income arising in capital.
The ordinary element of stock dividends is treated as revenue and forms part of the distribution. In the case of an enhanced stock
dividend, the value of the enhancement is treated as capital and does not form part of the distribution.
Distributions which will remain unclaimed by shareholders for over six years are to be credited to the capital property of the Fund.

3. Net Capital Gains
The net capital gains during the period comprise:
11 September 2017
to
31 December 2018
£'000
Non-derivative securities
Currency losses
Net capital gains

2,491
(90)
2,401

4. Revenue
11 September 2017
to
31 December 2018
£'000
Non-taxable dividends
Offshore CIS dividend revenue
Overseas dividends
Total revenue

170
55
411
636
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LF BLUE WHALE GROWTH FUND
FINANCIAL STATEMENTS continued
NOTES TO THE FINANCIAL STATEMENTS continued
for the period from 11 September 2017 to 31 December 2018
5. Expenses
11 September 2017
to
31 December 2018
£'000
Payable to the ACD, associates of the ACD and agents of either of them:
Annual Management Charge
Legal and Professional fees
Registration fees
Payable to the Depositary, associates of the Depositary and agents of either of them:
Depositary fee
Other expenses:
Audit fees
Total expenses

538
13
21
572
55

8
635

6. Taxation
11 September 2017
to
31 December 2018
£'000
(A)  ANALYSIS OF CHARGE FOR THE PERIOD:
Overseas withholding tax
Total taxation

57
57
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LF BLUE WHALE GROWTH FUND
FINANCIAL STATEMENTS continued
NOTES TO THE FINANCIAL STATEMENTS continued
for the period from 11 September 2017 to 31 December 2018
6. Taxation (continued)
11 September 2017
to
31 December 2018
£‘000
(B)  FACTORS AFFECTING TAXATION CHARGE FOR THE PERIOD:
Net revenue before tax

(1)

The tax assessed for the period is lower than the special rate of the corporation tax in the UK
for an open-ended investment company (20%). The differences are explained below:
Net revenue multiplied by the special
rate of corporation tax of 20%
Effects of:
Unutilised Excess Management Expenses
Non-taxable dividends
Non-taxable overseas dividends
Overseas withholding tax
Taxation due to timing differences
Tax effect on non-reporting offshore fund
Total tax charge (note 6A)

–
126
(45)
(80)
57
(2)
1
57

(C) DEFERRED TAX
There was no deferred tax charge in the current period.
The Fund has not recognised a potential deferred tax asset of £126,000 arising as a result of having unutilised management expenses
and £400 arising as a result of unutilised non trade loan relationships. These are not expected to be utilised in the foreseeable future
unless the nature of the Fund’s revenue or capital gains changes.

7. Interest Payable and Similar Charges
11 September 2017
to
31 December 2018
£'000
Interest payable and similar charges

2
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LF BLUE WHALE GROWTH FUND
FINANCIAL STATEMENTS continued
NOTES TO THE FINANCIAL STATEMENTS continued
for the period from 11 September 2017 to 31 December 2018
8. Distributions
The distributions take account of revenue received on the creation of shares and revenue deducted on the redemption of shares and
comprise:

First interim
Second interim
Final

11 September 2017
to
31 December 2018
£'000
–
44
–

Add: Revenue deducted on redemption of shares
Deduct: Revenue received on issue of shares

44
–
(3)

Net distribution for the period

41

Details of the distributions per share are set out in the table on page 37.
Reconciliation between net revenue and distribution:
Net revenue after taxation
Income deficit
Tax relief on non reporting offshore funds
Net distribution for the period

(58)
98
1
41

9. Debtors
31 December 2018
£'000
Amount receivable for issue of shares

182

Sales awaiting settlement

371

Accrued revenue:
Taxable dividends
Taxation recoverable:
Overseas withholding tax
Total debtors

8
5
566
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LF BLUE WHALE GROWTH FUND
FINANCIAL STATEMENTS continued
NOTES TO THE FINANCIAL STATEMENTS continued
for the period from 11 September 2017 to 31 December 2018
10. Cash and Bank Balances
31 December 2018
£'000
Cash and bank balances
Bank overdraft

11,705
(46)

11. Other Creditors
31 December 2018
£'000
Amount payable for redemption of shares
Purchases awaiting settlement
Currency deals awaiting settlement
Accrued expenses:
Amounts payable to the ACD, associates of the ACD and agents of either of them:
Annual Management Charge
Legal and Professional fees
Registration fees

75
381
1

56
2
2
60

Amounts payable to the Depositary, associates of the Depositary and agents of either of them:
Depositary fee
Other expenses
Total other creditors

9
8
534

12. Related Party Transactions
Annual Management Charge and legal and professional fees payable to Link Fund Solutions Limited (‘the ACD’) and registration fees
payable to Link Fund Administrators Limited (an associate of the ACD) are disclosed in note 5 and amounts due at the period end are
disclosed in note 11.
The aggregate monies received by the ACD through the issue of shares and paid on redemption of shares are disclosed in the Statement
of Change in Net Assets Attributable to Shareholders on page 24 and amounts receivable and payable due at the period end are
disclosed in notes 9 and 11, respectively.
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LF BLUE WHALE GROWTH FUND
FINANCIAL STATEMENTS continued
NOTES TO THE FINANCIAL STATEMENTS continued
for the period from 11 September 2017 to 31 December 2018
12. Related Party Transactions (continued)
Link Fund Solutions Limited and its associates (including other authorised investment funds managed by Link Fund Solutions Limited or
its associates) held 20,704 of the Fund’s shares at the balance sheet date.
A shareholder may be able to exercise significant influence over the financial and operating policies of the Fund and as such is deemed
to be a related party. At the balance sheet date, the following shareholder held in excess of 20% of the shares in issue of the Fund:
Hargreaves Lansdown Nominees Limited 84.18%

13. Contingent Assets/Liabilities and Commitments
The Fund had no contingent assets, outstanding unrecorded commitments or liabilities as at 31 December 2018.

14. Shares in Issue
I Sterling
Accumulation
1.1

I Sterling
R Sterling
Income Accumulation

1.2

1.3

R Sterling
R Euro
Income Accumulation

1.4

1.5

Annual Management Charge
Opening shares in issue
Issues
Redemptions
Conversions

0.75%
–
54,193,810
(1,233,868)
–

0.75%
–
8,154,509
(339,965)
–

1.00%
–
8,289,411
(349,770)
–

1.00%
–
975,789
(261,783)
–

1.50%
–
2,318,634
–
–

Closing shares in issue

52,959,942

7,814,544

7,939,641

714,006

2,318,634

15. Risk Management Policies
In pursuing the investment objective, a number of financial instruments are held which may comprise securities and other investments,
cash balances, and debtors and creditors that arise directly from operations. Derivatives, such as futures or forward currency contracts,
may be utilised for Efficient Portfolio Management (including hedging) purposes.
The main risks from the Fund’s holding of financial instruments, together with the ACD’s policy for managing these risks, are set out
below:
The ACD has in place a Risk Management Policy and Procedures Document (‘RMPPD’) that sets out the risks that may impact a fund
and how the ACD seeks, where appropriate, to manage, monitor and mitigate those risks, and in particular those risks associated with
the use of derivatives. The RMPPD sets out both the framework and the risk mitigations operated by the ACD in managing the identified
risks of the Fund. The ACD requires that the appointed Investment Manager to the Fund has in place its own governance structure,
policies and procedures that are commensurate with its regulatory obligations and the risks posed by the fund managed.
(A) CREDIT RISK
Credit risk is the risk that a counterparty may be unable or unwilling to make a payment or fulfil contractual obligations. This may be in
terms of an actual default or by deterioration in a counterparty’s credit quality.
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LF BLUE WHALE GROWTH FUND
FINANCIAL STATEMENTS continued
NOTES TO THE FINANCIAL STATEMENTS continued
for the period from 11 September 2017 to 31 December 2018
15. Risk Management Policies (continued)
(A) CREDIT RISK (continued)
Certain transactions in securities that the Fund enters into expose it to the risk that the counterparty will not deliver the investment for
a purchase, or cash for a sale after the Fund has fulfilled its obligations. As part of its due diligence process, the ACD undertakes a
review of the controls operated over counterparties by the Investment Manager, including initial and ongoing due diligence and business
volumes placed with each counterparty. In cases which are dependent on the counterparty settling at the transaction’s maturity date,
the ACD has policies in place which set out the minimum credit quality expected of a market counterparty or deposit taken at the outset
of the transaction.
(B) INTEREST RATE RISK
Interest rate risk is the risk that the value of the Fund’s investments will fluctuate as a result of interest rate changes. The value of fixed
interest securities may be affected by changes in interest rates, either globally or locally. Changes in the rate of return in one asset class
may influence the valuation basis of other classes. The amount of revenue receivable from floating rate investments and bank balances
or payable on bank overdrafts will be affected by fluctuations in interest rates. Investment in collective investment schemes exposes the
Fund to indirect interest rate risk to the extent that they invest in interest bearing securities, the returns from which will be affected by
fluctuations in interest rates.
As the Fund seeks to obtain its return from investing mainly in equities and has no material exposure to interest rate risk, no interest rate
risk table or sensitivity analysis has been presented.
(C) FOREIGN CURRENCY RISK
Foreign currency risk is the risk that the sterling value of investments will fluctuate as a result of exchange rate movements. Assets
denominated in currencies other than sterling will provide direct exposure to currency risk as a consequence of the movement in foreign
exchange rates when calculating the sterling equivalent value. Forward currency contracts are employed by the Investment Manager,
where deemed appropriate, to mitigate the foreign exchange risk.
At the period end date, a portion of the net assets of the Fund were denominated in currencies other than sterling with the effect that
the balance sheet and total return can be affected by exchange rate movements.
Foreign currency exposure as at 31 December 2018:

Currency
Euro
Hong Kong Dollar
Sterling
Swiss Franc
US Dollar

Non
Monetary
exposures
£'000

Monetary
exposures
£'000

Total
£'000

5,784
1,161
4,080
–
57,286

(370)
–
11,667
5
389

5,414
1,161
15,747
5
57,675

68,311

11,691

80,002
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LF BLUE WHALE GROWTH FUND
FINANCIAL STATEMENTS continued
NOTES TO THE FINANCIAL STATEMENTS continued
for the period from 11 September 2017 to 31 December 2018
15. Risk Management Policies (continued)
(C) FOREIGN CURRENCY RISK (continued)
A 5% change in the pounds sterling exchange rate against all other currencies, assuming all other factors remained the same, would
have an impact of £3,213,000 on the net assets of the Fund.
(D) LIQUIDITY RISK
The main liability of the Fund is the redemption of any shares that investors want to sell. Investments may have to be sold to fund such
redemptions should insufficient cash be held at the bank to meet this obligation.
To maintain an appropriate liquidity risk profile for the Fund, the Investment Manager ensures that a substantial portion of the Fund’s
assets consist of readily realisable securities and cash. The ACD monitors this position on a daily basis to ensure that the liquidity profile
of the Fund is aligned to shareholder activity. The ACD also considers the impact of market shocks on the ability of the Fund to meet
shareholder redemptions in periods of constrained liquidity.
All financial liabilities are payable in one year or less, or on demand.
(E) MARKET PRICE RISK
Market price risk is the risk that the value of the Fund’s financial instruments will fluctuate as a result of changes in market prices caused
by factors other than interest rate or foreign currency movement. Market price risk arises primarily from uncertainty about the future
prices of financial instruments that the Fund holds.
Market price risk represents the potential loss the Fund may suffer through holding market positions in the face of price movements.
The Fund’s investment portfolio is exposed to price fluctuations, which are monitored by the ACD in pursuance of the investment
objective and policy. The risk is generally regarded as consisting of two elements - stock specific risk and market risk. Adhering to
investment guidelines and avoiding excessive exposure to one particular issuer can limit stock specific risk. Subject to compliance with
the investment objective, spreading exposure across a broad range of global stocks can mitigate market risk.
A 5% increase in the value of the Fund’s portfolio would have the effect of increasing the return and net assets by £3,416,000. A 5%
decrease would have an equal and opposite effect.
(F) FAIR VALUE OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES
There is no material difference between the value of the financial assets and liabilities, as shown in the balance sheet, and their fair value.
(G) DERIVATIVE RISK
There were no derivatives held by the Fund during the current period.
(H) LEVERAGE
The Fund did not employ any significant leverage in the current period.
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LF BLUE WHALE GROWTH FUND
FINANCIAL STATEMENTS continued
NOTES TO THE FINANCIAL STATEMENTS continued
for the period from 11 September 2017 to 31 December 2018
16. Portfolio Transaction Costs
Purchase/
Sales before
transaction costs
£'000

Gross
purchases/
net sales
£'000

Commissions
£'000

Taxes
£'000

154,424
154,424

62
62
0.04%
0.12%

82
82
0.05%
0.15%

154,568
154,568

Ordinary shares

88,784

(35)

(1)

88,748

Sales total
Transaction cost % of sales total
Transaction cost % of average NAV

88,784

(35)
0.04%
0.07%

(1)
–
–

88,748

31 December 2018
Ordinary shares
Purchases total
Transaction cost % of purchases total
Transaction cost % of average NAV

Average portfolio dealing spread at 31st December 2018 is 0.08%.

17. Fair Value Hierarchy
Investments are categorised into the following levels based on their fair value measurement:
Level 1: The unadjusted quoted price in an active market for identical assets that the Fund can access at the year end date.
Level 2: Inputs other than quoted prices included within Level 1 that are observable (i.e. developed using market data) for the asset,
either directly or indirectly.
Level 3: Inputs are unobservable (i.e. for which market data is unavailable) for the assets.

31 December 2018
ASSETS
Investment assets

Level 1
£'000

Level 2
£'000

Level 3
£'000

Total
£'000

68,311

–

–

68,311

68,311

–

–

68,311

18. Post Balance Sheet Events
As at 23 April 2019, the net asset value of the Fund has risen by 55.78% compared with that at 31 December 2018, this is primarily due
to favourable market conditions and increase in units issued. These accounts were approved on 24 April 2019.
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LF BLUE WHALE GROWTH FUND
FINANCIAL STATEMENTS continued
DISTRIBUTION TABLES

for the period from 11 September 2017 to 31 December 2018 - in pence per share
EQUALISATION

Equalisation applies only to shares purchased during the distribution period (Group 2 shares). It represents the accrued revenue included
in the purchase price of the shares. After averaging it is returned with the distribution as a capital repayment. It is not liable to income tax
but must be deducted from the cost of the shares for Capital Gains Tax purposes.

From
To

First interim

Second interim

Final

11 Sep 2017
31 Dec 2017

01 Jan 2018
30 Jun 2018

01 Jul 2018
31 Dec 2018

First interim1
There were no first interim distributions in the current period.
Second interim1
There was no second interim distribution for R Sterling Income shares in the current period.
I STERLING ACCUMULATION SHARES
Net Revenue

Equalisation

Allocated
31 Aug 2018

0.0948
0.0752

–
0.0196

0.0948
0.0948

Net Revenue

Equalisation

Paid
31 Aug 2018

0.1091
0.0963

–
0.0128

0.1091
0.1091

Net Revenue

Equalisation

Allocated
31 Aug 2018

0.0549
0.0549

–
–

0.0549
0.0549

Second interim
Group 1
Group 2
I STERLING INCOME SHARES

Second interim
Group 1
Group 2
R STERLING ACCUMULATION SHARES

Second interim
Group 1
Group 2
Final1,2
There were no final distributions in the current period.
1
2

There are no comparative figures shown as the Fund launched 11 September 2017.
R Euro Accumulation class launched on 06 August 2018.
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GENERAL INFORMATION
SHARE CAPITAL

The minimum share capital of the Company is £1 and the maximum is £100,000,000,000.

STRUCTURE OF LF BLUE WHALE INVESTMENT FUNDS

The Company is structured as an umbrella Company, in that different sub-funds may be established from time to time by the ACD with
the approval of the Financial Conduct Authority and the agreement of the Depositary. On the introduction of any new sub-fund or class,
a revised Prospectus will be prepared setting out the relevant details on each sub-fund or class.
The assets of each sub-fund will be treated as separate from those of every other sub-fund and will be invested in accordance with the
investment objective and investment policy applicable to that sub-fund. The only sub-fund currently available is:
LF Blue Whale Growth Fund
In future, there may be other sub-funds of the Company.

VALUATION POINT

The valuation point of the Fund is 12.00 noon (London time) on each business day. Valuations may be made at other times with the
Depositary’s approval.

BUYING AND SELLING SHARES

The ACD will accept orders to buy or sell shares on normal business days between 8.30am and 5.30pm (London time) and transactions
will be effected at prices determined by the following valuation. Instructions to buy or sell shares may be either in writing to: PO Box 389,
Unit 1, Roundhouse Road, Darlington DL1 9UF or by telephone on 0345 307 3439.

PRICES

The prices of all shares are published on the website of the ACD: www.linkfundsolutions.co.uk. The prices of shares may also be
obtained by calling 0345 307 3439 during the ACD’s normal business hours.

OTHER INFORMATION

The Instrument of Incorporation, Prospectus and Key Investor Information Document may be inspected at the office of the ACD which is
also the Head Office. Copies of these may be obtained upon application and, excepting the Instrument of Incorporation, can be found
on the ACD’s website, www.linkfundsolutions.co.uk, by following the link ‘Fund Information’.
Shareholders who have any complaints about the operation of the Fund should contact the Administrator in writing. In the event that a
shareholder finds the response unsatisfactory, they may make their complaint direct to the Financial Ombudsman Service at Exchange
Tower, London E14 9SR.

DATA PROTECTION ACT

Shareholders’ names will be added to a mailing list which may be used by the ACD, its associates or third parties to inform investors
of other products by sending details of such products. Shareholders who do not want to receive such details should write to the ACD
requesting their removal from any such mailing list.
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