
To maximise long-term total returns subject to the avoidance of loss of absolute value and 
with a minimum objective to maintain the real purchasing power of Sterling capital, as 
measured by the annual average yield on the 2.5% Consolidated Loan Stock.   

Fund Objective 

All data as at 28th Feb 2006 

Lindsell Train Investment Trust 

Market Capitalisation £ 26.5mn 

Net Asset Value £ 136.33 

Share Price £ 132.50 

Premium (Discount) (2.8) 

Benchmark 2½% Consol Annual +4.4% 
 Monthly +0.4% 

 

Source: NAV - LTL; Price & Discount - Bloomberg.  Share  
Price quoted is closing mid price.  See Benchmark Definition 
 

 
Fund Manager: Nick Train 

Launch Date: 22 Jan 2001 

Base Currency:   Sterling 

Year End: 31st March 

Dividend: Ex-date - Jun 
 Paid - Jul 

Benchmark: The annual average  
 yield on the 2½%  
 Consolidated Loan Stock.  

Management Fees:  

Annual Fee:  0.65% 

Performance Fee: 10% of annual increase in  
 the share price, plus 
 dividend, above the gross  
 annual yield of the 2½%  
 Consolidated Loan Stock. 

The Board: Rhoddy Swire 
 Michael Mackenzie 
 Donald Adamson 
 
Secretary: Phoenix Administration  
  Services Limited 

ISIN: GB0031977944 

Bloomberg: LTI LN 

Listing: London Stock Exchange 

Industry Breakdown  (% NAV) 

Bonds 22.2 

Preference Shares 14.7 

Equity - Media 11.7 

Equity - Banks & Investment Co. 5.8 

Equity - Leisure & Entertainment 10.7 

Equity - Food & Beverage 27.5 

Investment Funds  20.5 

Cash & Equivalent (14.7) 

Total 100.0 

Equity - Consumer Goods 1.6 

Top 10 Holdings  (% NAV) 

HBOS 9.25% Non Cum  11.4 

Lindsell Train Global Media (Dist) 10.8 

Barr AG  9.3 

US Gov Treasury 6.25% 8.6 

Cadbury Schweppes  8.1 

2½% Consolidated Loan Stock 7.7 

Diageo  7.4 

Lindsell Train Ltd 5.8 

UK Treasury 2.5% 5.7 

Wolverhampton & Dudley Brew 5.7 

Fund Breakdown 

Past performance is not a guide to future performance.  The price of units and the income from them may go down as well 
as up.  Investors may not get back what they invested. 

Fund Performance (Fixed Calendar Year) 

Source: LTL & S&P Micropal unless otherwise indicated.  TR=Total Return.  Launch date 22 Jan 2001. n Source: LTL.   

5 Year History (Jan-Dec) 2001 2002 2003 2004  2005 
LT Investment Trust NAV TR% +3.2 -9.6 +3.1 +23.7 +16.5 

LT Investment Trust Price TR% +18.5 -19.8 -8.7 +20.6 +27.5 

MSCI World Index GBP TR% -18.0 -28.6 +17.6 +5.2 +20.3 

YTD 2006 
+3.2 

+4.5 

+2.1 

Fund Exposure Bonds Prefs Equity Funds Cash Total 
UK % 13.5 14.7 46.5 4.5 (14.4) 64.8 
USA % 8.7 - 1.5 - 5.0 15.2 
Europe (ex UK) % - - 4.3 - (2.5) 1.8 
Japan % - - 5.0 5.2 (2.8) 7.4 
Global % - - - 10.8 - 10.8 
Total % 22.2 14.7 57.3 20.5 (14.7) 100.0 

February 2006 

2005  Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YE 2005  
NAV TR%� +1.4 +0.3 +1.7 +0.2 +3.4 +2.9 +0.0 +0.2 +1.0 -1.5 +2.3 +2.9 +16.5 
Price TR%� +8.6 +3.5 -3.4 +1.8 +2.6 +9.3 +0.4 -2.3 +2.4 -3.9 +1.2 +4.0 +27.5 
Since Launch NAV TR% +20.3 +20.7 +22.8 +23.8 +27.3 +31.1 +32.6 +31.7 +32.8 +30.7 +33.7 +37.9  
Since Launch Price TR% +13.9 +18.0 +13.9 +15.9 +19.0 +30.4 +31.0 +27.8 +32.7 +25.7 +27.3 +32.5  

              
2006 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD 2006  
NAV TR%� +0.9 +1.9           +3.2 
Price TR%� -3.0 +7.5           +4.5 
Since Launch NAV TR% +39.5 +42.1            
Since Launch Price TR% +28.4 +38.3            

Source: LTL & S&P Micropal unless otherwise indicated.  Launch date 22 Jan 2001. TR=Total Return (adjusted for dividends).   Listed securities in the portfolio are valued at the closing bid price. 
� Monthly performance sourced from Bloomberg & LTL.  n Source: LTL.   



The net asset value continued to make upward 
progress through February ending the month 
up 1.9%. The share price recovered as well, 
narrowing the discount to 2.8%. 

Performance was driven by a steady if 
unspectacular advance from some of the core 
consumer franchises, Cadbury, Diageo where 
we have large positions of 7.5% in each and 
Heineken where we have a lesser position of 
2.5%. All three companies announced 2005 
results which, we believe reinforced the 
predictability and stability of the cash flows 
these companies generate. Cadbury’s results 
demonstrated how accretive the purchase of 
Adams, the chewing gum and medicated sweet 
business, was in 2003. Cadbury’s financed the 
purchase with new debt, gearing the balance 
sheet to 1.5x equity. Now, just two years later, 
the return on equity has increased from 20% 
to 26% and the gearing should fall to 1x equity 
by the end of 2006. At the current price the 
free cash flow yield is c6%, 1.5x the bond yield 
and we think dividends can grow at 5% as 
they did over the last 10 years. Diageo, which 
owns 8 of the top 20 spirits brands (and a 35% 
interest in a 9th), is now a pure drinks 
company following the divestments of the last 
3 years. As we have pointed out before, the 
company operates one of the largest share 
repurchase programmes of any British 
company. As these have been taking place at 
cash flow yields at 6% (where the yield is 
today) and above, these repurchases have 
been highly accretive for shareholders. Over 
the last 5 years the company has distributed 
70% of net earnings to shareholders as 
dividends. Adding repurchases to this figure, 
the total return, in buybacks and dividends, 
has been 140%. Heineken announced better 
than expected results, which was frustrating 
for us as we are still building our investment in 
the company. Although we admire the 
Heineken brand we have doubts about the 
management strategy of expanding though the 
acquisition of local brands of lesser quality at 
what may prove to be high prices. While this 
strategy prevails and the management has 
provided no indication otherwise, we feel that 
the extra risk that our concerns may be correct 
was well compensated with the 7-8% free cash 
flow yield, the price we were able to 
accumulate the shares last year. Now, the yield 
has dropped to nearer 6.5% following the 
recent share price gain. We continue to think 
that all these shares represent some of the 
more undervalued assets in the Trust, a 
situation that is unlikely to persist if the 
compounding effect of high free cash flow 
yields continues and especially if investors 
sense that earning gains elsewhere in the 
market are less buoyant than in prior years. 

Another consumer franchise that has 
performed well for the Trust lately is Nintendo, 

up 21.1% in 2006. Sales of its handheld 
console, Nintendo DS, have surpassed all 
expectations in Japan and look like continuing, 
following the launch of a sleeker version the 
“Nintendo Lite”. The company’s stated intent of 
broadening its customer base by designing 
games that appeal to women and older people 
seems to be working. This means that the 
company’s 2005 performance is likely prove 
better than expected. What is less clear today 
is whether Nintendo will have the same 
success in expanding the markets in the USA 
and Europe, which traditionally record sales 3 
times higher than Japan.  It makes the US 
March launch of the ‘brain teasing’ games that 
have sold so well in Japan over the end of last 
year so important for the company, as these 
were the ones that drove the adult sales. On 
top of all this Nintendo will launch its new 
console with its revolutionary controller this 
autumn. With so many initiatives ongoing it is 
perhaps not so surprising that the shares have 
been firmer of late, not least because the 
potential for more success introduces an 
‘optionality’ in our investment that could have a 
dramatic effect on cash flows and business 
value were they to pay off. While we wait we 
earn a 2% yield, not bad for a Japanese 
company, especially one with so much 
potential. 

We initiated a new position in February in 
Clarins, a family controlled, French cosmetics 
company with a 50 year heritage.  We have 
followed the company for some time and 
regret not taking advantage of the low prices 
the company traded at in 2002 and 2003. 
Nevertheless we accessed an opening position 
at a market capitalisation 1.7x the company’s 
sales. We think this, as an initial entry point, 
could still prove to represent exceptional value. 
Like other consumer franchises the cosmetics 
business benefits from low raw material costs 
but bears high distribution and marketing 
expenses. Clarins’ products are distributed 
worldwide in 123 different countries. The cost 
of this global reach for a €1bn sales company 
is, we suspect, much greater, proportionately, 
compared with larger quoted competitors, like 
L’Oreal or Estee Lauder. This explains Clarins’ 
lower level of profit margin than one might 
otherwise expect. Despite this, the global 
expansion of the brand, which has been 
ongoing from 1974, is raising awareness, 
providing a base for growth at higher margins 
in years to come, as worldwide market share 
builds. 60% of Clarins’ sales are beauty 
products (predominantly skin care and some 
make-up) and 40% perfumes. The company 
aims to sell to the high/mid market: high 
quality, high efficacy but affordable. As a result 
of its market positioning, we think Clarins 
cosmetics products are ‘aspirational’ in that 
even though they are expensive, they are 
affordable to the mass market in search for 

quality. By steering away from exclusivity, a 
characteristic many other cosmetic brands 
actively seek, the company widens its net of 
potential customers. Ageing population profiles 
in many developed countries provides a helpful 
demographic background to sales, a dynamic 
that has not gone unnoticed by others, 
including Alan Lafley, the CEO of Proctor and 
Gamble, who in a recent FT interview, signalled 
that the future growth of his company was 
likely to be dominated by ‘beauty’, which he 
defined as a $150bn business growing at 10% 
per annum. Few consumer businesses have 
this growth profile. Actual transactions, as a 
guide to the value of Clarins in the industry are 
few and far between. The latest was Kao’s 
purchase of Kanebo Cosmetics in Japan for 2x 
sales. Not only was Kanebo an inferior business 
to Clarins, we think, but was probably bought 
from a government agency at a more 
favourable price that if it had been a successful 
independent company, making Clarins at 1.7x 
much better value. Although the company’s 
dividend yield is only 1.5%, the dividend has 
grown an impressive 16.8% per annum over 
the last 20 years and 11.5% over the last 5 
years, illustrating the favourable growth 
characteristics of the industry.  

Registered Address:  
Lindsell Train Investment Trust plc 
Springfield Lodge 
Colchester Road 
Chelmsford  
ESSEX  CM2 5PW 
 
Lindsell Train Limited 
35 Thurloe Street 
London SW7 2LQ 

Phone:  +44 20 7225 6400 
Fax:  +44 20 7225 6499 
Enquiry@LindsellTrain.com 

All data as at 28th Feb 2006 

Fund Manager’s Comments 

Lindsell Train is authorised and 
regulated by the Financial 
Services Authority. 

LINDSELL TRAIN 
INVESTMENT TRUST 

Risk Warning 
This document is intended for use by persons who are authorised by the UK Financial Services Authority (“FSA”) and those who are permitted to receive such information in the UK. 
The information contained in this document does not constitute an offer or invitation to buy or sell any investments. Nothing in this document constitutes investment, legal, tax or 
other advice. Lindsell Train and/or persons connected with it may have an interest in this investment. 
The value of any investment in securities or funds and the income generated from them may go down as well as up and are not guaranteed. Past performance cannot be used as a 
guide or guarantee of future performance. You may not get back the original amount you have invested. Changes in foreign exchange rates may cause the value of your 
investment to go up or down. Some funds with higher gearing may be subject to higher volatility and the investment value may change substantially. The net asset value (NAV) 
performance of an investment trust is not the same as its market share price performance.  
Issued by Lindsell Train Limited.  Authorised and regulated by the Financial Services Authority.  21 March 2006   LTL 000-034-2 

Reports can be found on our  
website at www.LindsellTrain.com 



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJDFFile false

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /Description <<

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /DAN <>

    /DEU <>

    /ESP <>

    /FRA <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /PTB <>

    /SUO <>

    /SVE <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



