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INVESTMENT OBJECTIVES 

 

There were three Sub-Fund created in the Polar Capital Financial Funds Plc (the “Company”): the Polar Capital 

Asian Financials Fund, the Polar Capital European Financials Fund and the Polar Capital Financials Income 

Fund (together the “Sub-Funds”). There are only two Sub-Funds at 31 December 2011 as the Polar Capital 

European Financials Fund was terminated on 30 August 2011. 

 

Polar Capital Asian Financials Fund  
The investment objective of the Polar Capital Asian Financials Fund  is to achieve medium-term capital appreciation 

and to generate growth of investors’ capital by investing in the equities of banking, insurance and other financial 

services companies. In order to achieve its objective the Sub-Fund will invest in listed securities (including ordinary 

shares, stocks and convertibles).  

 

Polar Capital European Financials Fund  

The investment objective of the Polar Capital European Financials Fund was to generate growth of investors’ 

capital by investing in the securities of banking, insurance and other companies in the financial sector in Europe, 

including companies which provide support services to financial sector companies in Europe. Europe will for 

this purpose include the member states of the EU, EEA and Switzerland.  

 

The Polar Capital European Financials Fund was terminated on 30 August 2011. 

 

Polar Capital Financials Income Fund  

The investment objective of the Polar Capital Financials Income Fund is to provide an attractive level of income 

together with capital growth. In order to achieve its objective the Sub-Fund will invest primarily in the equity, 

debt and other securities of listed financial companies.   
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CHAIRMAN’S REVIEW 

 

The Year 2011 

2011 was a bad year for stock markets around the world.  The plight of the blighted Euro weighed heavily on 

investors’ confidence and affected most of the major stock markets in the world.  However the stock markets of 

the emerging market countries also suffered – in part from over expectation at the beginning of the year and in 

part because many of them had inflation issues to deal with and rather tighter monetary policies as a 

consequence.  The plight of the euro was – and remains today – intricately tied up with the plight of the 

Eurozone’s banks, making the shares of banks in the developed countries particularly poor performers. 

 

For the record the best performing of the major stock markets was that of the United States (the S&P Composite 

Index) – falling just ½%.  Our own British market (the FTSE 100 index) declined by just over 5½%.  Thereafter 

all markets had double digit falls.  Of course the performance of financial stocks and shares is of particular 

interest to shareholders and in that respect our two benchmarks – the Datastream Asian Financials ex-Japan 

Index (as a proxy for Far Eastern financials and our Asian Financial Fund’s benchmark) fell by circa 25%, while 

the Dow Jones Stoxx Financial Index (a proxy for global financials and our Financials Income Fund) by circa 

26% - all of these statistics being expressed in Pounds Sterling.  Sadly it was not a good year for equity investors 

anywhere in the world. 

 

Bond investors fared rather better (that is if they were smart enough to stick to US, UK, German or Japanese (for 

instance) sovereign bonds), as the flight to safety (if indeed bonds are really a safe investment) and the need to 

secure higher fixed interest returns than were available from bank deposits or other short-term money market 

instruments attracted investment monies into them.  Ten year US, UK and German Government bonds all ended 

the year selling on yields fractionally under 2% having started the year on yields of between 3.0% and 3.4%.  

Good bonds were the place to be; bad bonds, however, were not. 

 

(a)  Polar Capital Asian Financials Fund:  

The Asian Financials Fund: NAV: $214.43 - $36.79 - 14.6% 

Benchmark (in US$s):   1,057.66 - 345.44 - 24.6% 

 

The bare facts, summarised above, show that our net asset value declined by 14.6%, which of course is 

disappointing – it is always disappointing to lose money because we are in business to make it.  But given that 

we were investing with some pretty tough head winds to battle with, I think it is fair to say that John Yakas, our 

portfolio manager, and his colleagues at Polar Capital did a pretty good job at containing the losses well below 

the benchmark decline of 24.6%.  It wasn’t easy. 

 

This was achieved through careful stock selection – John’s stock selection is always careful! – and taking up 

quite a defensive position early in the year.  In particular he raised the exposure to non-life companies and 

reduced the holdings in Chinese banks.  The latter proved to be weak performers as investors became concerned 

with local government debt and the extent of the growth of non-bank financing.  China is always a difficult place 

to analyse – and that’s true in respect of its banks – information generally being opaque at best.  Nevertheless 

prospects for economic growth in China remain good – certainly much better than most other places in the world 

– and the shares of its banks look pretty good value.  We had circa 33% of the Fund invested in companies in 

China and Hong Kong – a decline from circa 43% at the beginning of the year. 

 

The other area of underperformance came from our exposure to Indian banks.  In fact we don’t have a 

particularly large commitment there (circa 8½% of the Fund’s portfolio) – in part because we have felt for some 

time that their shares are not good value.  And that may well be because the long-term outlook for some of them 

(the non-state banks) does seem to be promising.  However inflation has been a problem in India for some time – 

and may well continue to be so – affecting the Indian stock market and its currency; furthermore, regulatory 

pressures on the banking system were and are of concern.  John regards any material set back in their share 

prices as an opportunity to build a rather larger commitment to India and in time we will. 

 

The rest of South East Asia performed rather better with the Philippines and Indonesia (each accounting for circa 

8% of the Fund) proving to be the best.  Indeed our largest holding at the end of the year was in the Philippines’ 

Security Bank (which performed well last year, contributing a positive 1½% to the NAV).  Our commitment to 

South Korea amounted to circa 14% of our net assets, making an exposure of circa 73% to these six countries. 
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CHAIRMAN’S REVIEW (continued) 

 

(a)  Polar Capital Asian Financials Fund (continued)  

I have always emphasised – arguably ad absurdum – that shareholders should judge us by our long-term returns 

– and in this day and age of high levels of stock market volatility – more so than ever.  Short-term returns 

become pretty meaningless in such circumstances and, although we report each year on the year’s results, we, the 

Directors, look at the long-term returns in assessing our success.  As can be seen below, the returns since launch 

have been good – both in absolute terms and relative to our benchmark and to the UK market (the domestic 

market of our shareholders).  The five year returns are not so good in that it has been a torrid time for investors - 

particularly those investing in the financial sectors - but nevertheless we did record a modest profit against losses 

for both our benchmark and for the UK market.  This performance is a consequence of good, sound and patient 

investment management by our managers, Polar Capital and their predecessors and, of course, those that actually 

do the job – namely John Yakas and his colleagues.  Our congratulations and thanks to them. 

 

 
 

 

Polar Capital Asian Financials Fund is a “reporting fund” and, as a consequence, it reports and pays out the net 

income that the portfolio generates during the year.  In respect of 2011 a dividend of $1.56 has been declared 

and was paid to shareholders on 14 March 2012. 

 

(b)  Polar Capital Financials Income Fund  

The Financials Income Fund:         (Number of shares outstanding)  

A1 Share Class  NAV: £0.9013 - £0.1294 - 12.6%    (0.66 m)  

A2 Share Class  NAV: £1.0098 - £0.0794 - 7.3%  (0.29 m) 

B1 Share Class  NAV: £0.9131 - £0.1253 - 12.1%  (19.53 m) 

B2 Share Class  NAV: £1.0209 - £0.0748 - 6.8%  (14.49 m) 

 

Benchmark (in £s):  214.96 - 74.30  - 25.7% 

 

Last year was the second year in the life of the Financial Income Fund and a difficult year it was – as can be seen 

(above) from the 25.7% decline in the Dow Jones Stoxx Financial Index (the Fund’s benchmark expressed in 

Pounds Sterling).  I will use the B1 class share in order to comment on the results, bearing in mind that each 

class of share has slightly different characteristics; the A1 & B1 class of shares pay dividends while the A2 & B2 

shares retain the income, thereby explaining much of the difference in the various returns (above). 

 

Given that the objective of the Financial Income Fund is to “provide an attractive level of income growth 

together with capital” (see page 3 of this annual report), I should first of all report on the four dividends declared 

and paid in respect of the year – as detailed below: 

 

Dividends - A1 and B1 Income 

Classes Q1 2011 Q2 2011 Q3 2011 Q4 2011   

Total 

Dividends 

Dividend (Pence per Share) 1.30p 1.50p 1.50p 1.50p   5.80p 

Pay date  30-Apr-11 29-Jul-11 29-Oct-11 31-Jan-12   for 2011 
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CHAIRMAN’S REVIEW (continued) 

 

(b)  Polar Capital Financials Income Fund (continued) 

A total of 5.80p per share was paid out to the A1 & B1 shareholders – representing a return of 5.6% on the two 

starting net asset values and offsetting the declines of 12.6% and 12.1% respectively and making them 

comparable with the other two classes of shares.  In respect of the B1 share class this meant that the negative 

return earned was reduced to 6.3% which is roughly in line with the returns of the A2 & B2 shares.  To repeat 

what I said above, it is always disappointing to lose money but that will happen from time to time – especially in 

volatile markets – but for long-term shareholders it is hopefully just one leg of a journey. 

 

That Nick Brind and his colleagues did so much better than the Fund’s benchmark was due first of all to his 

astute and careful management and secondly thanks to the very considerable portion of the portfolio invested in 

fixed interest securities (accounting for half of the Fund at the end of the year).  Those fixed interest securities 

tended to consist of bonds of financial companies; it is an interesting development in today’s markets that the 

bonds of well-managed, financially sound companies are now considered safer investments than many sovereign 

bonds by many investors – not without reason. 

 

The main change during the course of the year was the increase in the investment in fixed interest securities 

which was taken from circa 41% to 50%, financed by lowering the exposure to equities from circa 50% to 42%.  

In doing so we very largely kept out of the subordinated debt of the banks of the so called PIIGS (Portugal, 

Ireland, Italy, Greece & Spain) and that helped to contain the decline in the net asset value.  The fixed interest 

securities that we do own have quite a lot of “upside” in terms of the prices of their securities, so that we remain 

content with the equity: fixed interest allocation – for the moment at least.  Our performance was also helped by 

our exposure to our investments in non-life insurance companies. 

 

It is far too early to be able to make any comments about the long-term performance of the Fund.  What we can 

say is that since its launch in October 2009, it has paid dividends amounting to 1.20p (2009), 5.75p (2010) and 

5.80p (2011), totalling 12.75p and providing an income return of 12¾% over 2¼ years fulfilling our commitment 

to earn and pay an attractive level of income that grows.  We may not increase the year’s dividend payments each 

and every year but we would expect it to grow over the longer-term; if it does it is likely that the capital values 

will follow suit.  

 

(c)  Polar Capital European Financials Fund: 

This Fund was wound up and a net asset value of €23.44 was returned to shareholders on 31
st
 August 2011.  The 

Fund was the first one within the umbrellas structure of the Company (now named Polar Capital Financial Funds 

Plc) to be launched – its start-up date was 11
th

 March 1993 – some 19 years ago.  Over its circa 18½ years in 

existence its net asset value rose from €8.14 to €23.44 an increase of 188% compared with its benchmark 

(Datastream European Financials Index) of 66.2%.  To put those numbers in perspective, they amount to 5.9% 

and 2.8% per annum.  In the very unfavourable circumstances of recent years, it was a very good performance. 

 

However the Fund had shrunk to a size that was verging on uneconomic whereby the costs of running it were 

likely to eat significantly into any returns that would be earned.  Given that there appeared to be little interest on 

behalf of investors to commit to a European financial fund when the very existence of the Euro was being called 

into question and given that the balance sheets of many of Europe’s banks were severely stressed, the Board 

decided that the Fund should be wound up – and so it was. 

 

The Polar Capital UCITS Fund: 

Towards the end of 2010, when your then investment managers HIM Capital were in the process of merging their 

investment management business into that of Polar Capital PLC, it was suggested that our Company should be 

merged in with Polar Capital’s UCITS Fund.  It would not seem to make much sense from Polar Capital’s point 

of view to have two different Irish umbrella open-ended investment companies based in Dublin in Ireland.  Your 

Board of Directors accepted the logic of that but decided that a period of time should elapse in order to ensure 

that the merger had settled down well and that there would be no hiccups which would affect our funds.  We 

understand that our investment team has settled in well and is happy in its new home.  It is certainly the case that 

the performance – not just of the portfolios but also of the overall management service - has remained at the high 

level it has always been over the 19 years the Company has existed.  So the time came to affect the transfer of 

our two sub-funds – the Asian Financials Fund and the Income Financials Fund - into Polar Capital’s UCITS 

Fund.  You have received documentation and information about how this has happened. 

 

Once done the Polar Capital Financial Funds PLC will be put into liquidation.  As part of the process David 

Astor and I have met with a number of the members of the Polar Capital UCITS board.   
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CHAIRMAN’S REVIEW (continued) 

 

The Polar Capital UCITS Fund (continued): 

We have always had a very high standard of governance and one in particular that spent most of its time on 

investment matters.  While the excellent results that have been achieved over the years are very, very largely 

attributable to the funds’ management generally and, in recent years, to John Yakas and Nick Brind (two really 

excellent portfolio managers), I would like to feel that the commitment we have made in our governance to the 

investment management and to the investment manager has had a small part to play.  The make-up of our Board 

has a lot of experience in portfolio management generally and in financial sector portfolio management. 

 

Although the experience mix of Polar Capital’s board of directors is somewhat different to ours, it nevertheless 

has quite a lot of experience of the funds’ business generally – particularly on the administrative side.  I am 

happy to report that has extended an invitation to David Astor to join it.  This is an important consideration.  The 

Polar Capital UCITS Fund has ten different sub-funds covering a number of different sectors, including two sub-

funds covering financials.  David Astor, who is the Chief Investment Officer of Hiscox, is an experienced 

financial sector portfolio manager and indeed has run three of your Company’s sub-funds in the past – and run 

them very well.  I regard it as an important part of the governance of any company anywhere that there exists 

coal-face experience of the business of the company amongst its independent, non-executive directors.  With 

David’s membership of that board, it too will also have coal-face experience of the management of our financial 

funds, which we regard as important. 

 

With that in mind, your Board of Directors is happy that the governance of your funds will be in good hands.  On 

behalf of shareholders, I would like to end by thanking my colleagues for their hard work, commitment and 

support over these past nineteen years.  It has been both rewarding and fun - as the governance of any successful 

organisation should be.  Thank you very much. 

 

Prospects: 

Much of the world’s politics, economies, welfare states, business generally and financial sector specifically is in 

a mess – a mess derived from the accumulation of massive amounts of debt and poor savings rates over many 

years.  I will not elaborate upon it because volumes and volumes have been written about it.  Indeed the very fact 

that there has been so much written would suggest that the matter - particularly the future – is controversial and 

the way forward even more so.  Never has the rivalry between the Keynesian school of thinkers on the one hand 

(stressing more deficit spending and the printing of money) and the Austrian school of economics (stressing 

austerity and living within one’s means) on the other hand  been so large.  Quite how it is going to play out is 

impossible to stay.  What we do know is that there will be a lot of uncertainty around for some time, there will be 

periods of hope and periods of despair and most of all the volatility that large scale indebtedness induces. 

 

That much we do know.  What seems to me important to investors is to try to identify investments that are likely 

to weather the different outcomes that may obtain in the future.  While one must be very wary of conclusions 

based on wishful thinking (a lot of which abounds in the City), it seems to us that the stocks and shares of well 

managed companies with good and safe business franchises, sound finances and good cash flow generation are 

most likely to protect investors and to provide acceptable returns in a world where interest rates are almost zero 

and good quality bond yields are very low.  There will be an increasing demand for investments that offer a 

reasonable income return coming from the growing number of people retiring as the post war baby boom reaches 

sixty five years old and beyond.  Yield may well become an important investment criterion in considering what 

stocks and shares to own. 

 

Despite the turmoil in the financial sector – in fact maybe because of it – there are going to be tremendous 

opportunities for well managed and soundly financed financial companies – particularly well managed and 

soundly financed banks as so many banks struggle with the task of contracting their balance sheets.  As Nick 

Brind pointed out in the Financial Income Fund’s December fact sheet, the shares of US banks have 

underperformed the market for seven out of the last eight years.  That in itself suggests that there has been 

massive disinvestment from the sector in the US – and almost certainly so around the world.  So the opportunity 

is there but it will be a long term one with lots of bumps on the way.  The virtue of our two funds is that they 

have two experienced and successful managers looking after them, looking for and investing in the inevitable 

winners to emerge out of the mess.  So short-term uncertain; long-term bullish.  

 

 

Alex Hammond-Chambers 

Chairman 

March 2012 
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INVESTMENT MANAGER’S REVIEW 

 

Polar Capital Asian Financials Fund (the “Sub-Fund”) 

 

Following a strong recovery in the previous two years, Asian financials came under pressure in 2011 with the 

Sub-Fund’s unit price falling 14.6% during the year but outperforming the Datastream Asia ex-Japan Financials 

Index by 10%. The outperformance has been driven by our underweight position in China and Hong Kong, and 

overweight position to South Korea (particularly in the non-life insurance sector) and certain South East Asian 

sectors (Philippines & Thailand).  

 

During 2011 we saw a regional divide in terms of sector performances, with more resilient trends in the 

Philippines, Malaysia, Thailand and Indonesia. In contrast to China, Hong Kong and India, which were particular 

laggards, most South East Asian countries benefited from easing inflationary pressures during the year, combined 

with strong levels of growth and profitability. South Korean and Taiwanese banks were also relatively weak 

performers with both sectors perceived to be particularly at risk from a slower global growth outlook given their 

export-focused economies. There was also a clear trend of outperformance by the non-life insurance sector which 

benefited from lower regulatory and credit risks. 

 

Underlying much of the pressure on the sector in 2011 has been a re-evaluation of the global economic outlook. 

US growth remains sub-par and there is a fear that the remaining monetary actions available to the Fed will only 

have a marginal effect on an economy where the health of the labour and property market is still a concern. 

Adding to the uncertain outlook, Eurozone leaders continue to delay taking the necessary actions to get ahead of 

the crisis. In the face of these external headwinds (and following a period of monetary tightening), Asian growth 

expectations have moderated but it is important to highlight that most Asian policy-makers, unlike their 

counterparts in the West, have a number of options available to them to support growth; through either pre-

emptive stimulus or by having sufficient capacity to ease their fiscal policy should they need to keep monetary 

policy tight to rein in inflation.   

 

It is worth noting that Asian financials have underperformed US financials (and only slightly outperformed 

European financials) over the past year, which is probably a reflection of concerns over their growth outlook and 

worries over asset quality if economies were to slow down further. However, we think many of these concerns 

are excessive and believe that the sector is undervalued. In contrast to trends in other regions, Asian financials 

have shown little evidence of pressure on asset quality. Most banking sectors (including Chinese banks) are 

seeing further falls in non-performing loans and rising levels of prudent provisioning. We accept that it may take 

some time for asset quality problems to appear but with low levels of gearing within the corporate, personal and 

government sectors it remains difficult to there being a significant risk of a banking crisis. 

 

In terms of changes to the portfolio, we reduced our exposure to Chinese banks earlier in the year given the risk 

of a prolonged tightening cycle and potential asset quality deterioration ahead. Whilst we feel that the risk of a 

sudden deterioration in asset quality is probably exaggerated given the robust economic growth and support to 

local authorities from the central government’s balance sheet, we maintained our underweight position as the 

opaque nature of their balance sheets prevents a full analysis of the risks. The reduction in our exposure to China 

was offset primarily by an increase in our exposure to the insurance sector (South Korea, Thailand and Hong 

Kong) and, more recently, an increased weighting to property stocks. Overall, we remain underweight the 

property sector but with valuations low, and completely out of sync with the actual physical pricing of property, 

we have added to our holdings given our view that inflationary concerns will continue to ease.   

   

Though it is understandable why investors might be looking at European banks and assuming similar concerns 

with regard to Asian banks, in reality Asian banks have considerably stronger balance sheets to withstand any 

pressures ahead. Not only is their core profitability double what you might see in the West (helped by their better 

margins and lower cost structures), but they have provisioned prudently in good times and have high capital 

levels. All these factors provide a significant cushion to their book values going forward and make the current 

Price/Book valuations look remarkably low. 

 

 

Polar Capital LLP 

February 2012 
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INVESTMENT MANAGER’S REVIEW (continued) 

 

Polar Capital Financials Income Fund (the “Sub-Fund”) 

The year under review was a difficult one for financial markets and a particularly bad one for the financial sector. 

The benchmark for the Sub-Fund, the STOXX Financials Index, fell by 25.7%. This poor performance was not 

surprisingly, in light of the European sovereign crisis, concentrated in the European Banking sector, as illustrated 

by the STOXX Banks Index which fell by 32.0%. The performance of Asian and US banks, as illustrated by the 

FTSE Asian Banks Index and the KBW Banks Index falling by 19.4% and 22.8% respectively, was little better.  

 

Against this background the Sub-Fund’s unit price fell by 6.8%. Our fixed-income holdings, which constitute a 

significant percentage of the portfolio, proved fairly resilient during the year. Although they made small gains in 

the first half of the year they suffered as the European sovereign crisis gained momentum, with many falling 

more than ten percent in the second half. However, the biggest falls tended to be in the subordinated debt of 

European banks in the so-called GIIPS (Greece, Ireland, Italy, Portugal and Spain) countries where we had 

almost no exposure having reduced our limited exposure to Italian banks in the middle of the year. 

 

Towards the end of the year there was a recovery in their prices as a number of banks started to carry out liability 

management exercises, namely that of buying in or exchanging some of their bonds for cash or newer higher 

yielding and longer dated bonds. This was seen as a win-win situation as banks could increase their capital ratios 

by buying some of their bonds back at a discount while investors were able to sell or tender their bonds at an 

uplift to where they had been trading prior to the announcement of such an offer.  

 

We sold our index-linked gilts in August following their good performance and took advantage of the weakness 

in many of our subordinated bond holdings, in the belief that prices of many had fallen too far, to add to 

positions and introduce new ones issued by the likes of Co-Operative Bank, Barclays, Nationwide and Amlin. 

We also tendered our holding in Northern Rock for cash at the end of the year for a decent uplift to the price we 

had paid for them and the price at which they were trading at the time of the tender announcement. 

 

Our equity holdings exhibited a similar but stronger first half and weaker second half performance. Our holdings 

in specialty financial stocks, such as International Personal Finance, the unsecured consumer lender, and 

Intermediate Capital Group, the mezzanine finance lender, were very disappointing and the largest negative 

contributors to performance. Our Asian holdings performed reasonably well with the one exception being a 

holding that we have in Public Financial, a Hong Kong Bank, which was disappointing. 

 

The majority of our non-life insurance holdings made positive returns during the year, with the likes of Arch 

Capital, Lancashire Holdings and WR Berkeley all returning more than 20%. The return from our holding in 

Jardine Lloyd Thomson, although not as good, was enhanced following our participation in a tender offer by its 

largest shareholder, at a price around 20% above the level that its shares had been trading at the beginning  of the 

year. 

 

At the end of the year our weighting to fixed-income securities had increased to 50.3% from 40.9%, largely at 

the expense of our equities portfolio which had been reduced to 41.9% from 49.9%. The higher weighting in 

fixed-income will have reduced some of the upside potential if there is a continued recovery in financial markets, 

however, the risk-reward for many of our fixed-income holdings was extremely attractive with many offering 

double digit percentage prospective returns and substantially less downside risk.  

 

 

Polar Capital LLP 

February 2012 
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INVESTMENT MANAGER PROFILE 

 

Polar Capital LLP  
 

Polar Capital is a specialist investment management company offering professional and institutional investors a 

range of geographical and sector funds. Its investment strategies have a fundamental research driven approach 

and has long only and absolute return funds in its product range. Founded in 2001, it is AIM quoted following its 

IPO in February 2007. In September 2010, the Polar Capital Financials team joined from HIM Capital Limited 

formerly called Hiscox Investment Management Limited prior to the management buyout in December 2007. In 

December 2010, following a shareholder EGM, the Hiscox Financial Funds plc was renamed the Polar Capital 

Financial Funds plc. The individual sub funds were also renamed, adopting the Polar Capital prefix. 
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BOARD OF DIRECTORS PROFILE 

 

Alexander Hammond-Chambers (British national and resident) - Mr Hammond-Chambers, retired as 

Chairman of Ivory & Sime plc, the investment managers, in 1991 after working at Ivory and Sime for twenty 

seven years. He is a non-executive chairman of a number of investment companies including Hansa Trust plc and 

a director of a number of others. He has served as chairman of the Association of Investment Companies, the 

investment companies’ trade body in the UK and as a governor of the National Association of Security Dealers 

(“NASD”) in the United States. 

 

Peter Blessing (Irish national and resident) - Mr Blessing is a chartered accountant and an executive director 

of Corporate Finance Ireland Limited, an independent corporate finance company, which he joined in 1995. He 

is also a director of, and consultant to, a number of International Financial Services Centre (“IFSC”) companies. 

Mr. Blessing was Managing Director of Credit Lyonnais’ IFSC subsidiary from 1991 to 1995. Previously, Mr. 

Blessing worked with Allied Irish Banks plc, as director of its IFSC subsidiary from 1988 to 1991 and as a senior 

executive in its Corporate Finance division from 1982 to 1988.  

 

Dermot S. L. Butler (Canadian national and Irish resident) - Mr Butler has more than forty years’ experience 

in the financial markets, for over ten years of which he acted as an independent agent for Rudolf Wolff & Co 

Limited. Prior to moving to Dublin to set up the Custom House group of companies in 1989, he was both 

chairman and a director of McDonnell & Co. (London) Limited, a wholly-owned subsidiary of McDonnell & Co. 

(Bermuda) Limited, the Bermuda based fund management company. The Custom House group of companies, of 

which he is Chairman, includes Malta-based Custom House Global Fund Services Ltd and Custom House Fund 

Services (Ireland) Limited. Mr. Butler is a director of a number of companies involved in international 

investment and financial services, including several investment funds whose shares are listed on the Irish Stock 

Exchange.  He was also the Deputy Chairman of AIMA (the Alternative Investment Management Association) 

for six years until September 2008. 

 

Colin M. McGill (Swiss resident and British national) - Mr McGill, until recently was managing director of 

FPK Group. He was educated at Oxford University, where he read Economics. He was a pilot in the Royal Air 

Force, before joining Fox-Pitt Kelton (FPK) upon the foundation of the firm in 1971. He was Managing Director 

of FPK, based in London and had overall responsibility for the firm’s Global equity trading and sales operations. 

He was a director of Binley Ltd and FPK Group companies. 

 

David Astor (British national and resident) - Mr Astor is currently the Group Investment Officer of Hiscox 

Limited where he has worked since October 2002. Prior to October 2002, Mr Astor worked at Eldon Capital 

Management from January 1993 as Fund Manager with primary responsibility for the US Financial Fund and 

secondary involvement in the European and Far Eastern Financial Funds. When the fund management business 

of Eldon Capital Management was sold to Hiscox Limited in October 2002 the European and Far Eastern 

Financial Funds moved to Hiscox Limited and Mr Astor continued as Fund Manager of these funds. In October 

2005 he assumed the role of Group Investment Officer of Hiscox Limited where he is responsible for overseeing 

the management of approximately £2bn of assets. In December 2007 the fund management business of Hiscox 

Limited was sold to HIM Capital and Mr Astor concluded his role as Fund Manager but continues in his role as 

Hiscox Group Investment Officer. Mr Astor began his career in financial services at Kleinwort Benson in 1982. 
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REPORT OF THE DIRECTORS         

    

The Directors submit their report together with the audited termination financial statements for the year ended 31 

December 2011. 

 

Statement of Directors' responsibilities for the financial statements 

The Directors are responsible for preparing the Annual Report and the financial statements in accordance with 

applicable Irish law and Generally Accepted Accounting Practice in Ireland including the accounting standards 

issued by the Accounting Standards Board and published by The Institute of Chartered Accountants in Ireland. 

 

Irish company law requires the Directors to prepare financial statements for each financial year which give a true 

and fair view of the state of affairs of the Company and of the profit or loss of the Company for that period. In 

preparing these termination financial statements, the Directors are required to: 

 select suitable accounting policies and then apply them consistently; 

 make judgments and estimates that are reasonable and prudent; 

 prepare the financial statements on the going concern basis unless it is inappropriate to presume that the 

company will continue in business. See note 17 on merger. 

The Directors confirm that they have complied with the above requirements in preparing the termination 

financial statements. 

The Directors are responsible for keeping proper books of account which disclose with reasonable accuracy at 

any time the financial position of the Company and to enable them to ensure that the termination financial 

statements are prepared in accordance with accounting standards generally accepted in Ireland and comply with 

the Irish Companies Acts, 1963 to 2009 and the European Communities (Undertakings for Collective Investment 

in Transferable Securities) Regulations, 2011 (the “UCITS Regulations”). They are also responsible for 

safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of 

fraud and other irregularities.   

Under the UCITS Regulations, the Directors are required to entrust the assets of the Company to the Trustee for 

safe-keeping. In carrying out this duty, the Trustee has delegated custody of the Company’s assets to Northern 

Trust Fiduciary Services (Ireland) Limited Georges Court 54-62 Townsend Street, Dublin 2, Ireland 

  

The Directors are responsible for the maintenance and integrity of the corporate and financial information 

included on the Polar Capital Partners Limited website. Legislation in the Republic of Ireland governing the 

preparation and dissemination of termination financial statements may differ from legislation in other 

jurisdictions. 

 

Proper books of account 

The measures taken by the Directors to secure compliance with the Company’s obligation to keep proper books 

of account are the use of appropriate systems and procedures and employment of competent persons. The books 

of account are kept at the following address: 

 

Northern Trust International Fund 

Administration Services (Ireland) Limited 

Georges Court 

54-62 Townsend Street, 

Dublin 2 

Ireland    

 

Principal activities and review of the business 

The Company is an open-ended investment company with variable capital which has been authorised by the 

Central Bank of Ireland (the “Regulator”) under the UCITS Regulations. The Company’s assets are invested in 

the shares of banking, insurance and other financial companies in the individual market of the Sub-Funds with an 

objective of achieving capital growth for share shareholders.  

 

There is a detailed review of performance in the Investment Manager’s report on pages 8-9. 

 

Results and dividends 

The results and dividends for the year are set out in the profit and loss account on page 24. 
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REPORT OF THE DIRECTORS (continued) 

 

Results and dividends (continued) 

Polar Capital Asian Financials Fund: In relation to the year end 31 December 2011 a dividend of US$1.56 was 

declared for the Polar Capital Asian Financials Fund on the 3 January 2012 and was paid on 14 March 2012. (A 

dividend of US$1.77 was declared for the Polar Capital Asian Financials Fund on the 5 January 2011 in respect 

of the year ended 31 December 2010 and was paid on 30 March 2011). Total amount paid for the year ended 

2011 was  $494,658 (2010: $185,054). 

  

Polar Capital European Financials Fund: In relation to the year end 31 December 2011 a dividend of €0.36 per 

share was declared for the Polar Capital European Financials Fund on the 5 January 2011 and was paid on the 31 

March 2011). Total amount paid for the year ended 2011 was  €290,257 (2010: €430,169). No dividend was 

declared in 2012 for 31 December 2011. 

 

Polar Capital Financials Income Fund: In relation to the year end 31 December 2011 a dividend of £0.015 per 

share was declared on the 3 January 2012 for the Polar Capital Financials Income Fund Class A1 Retail and 

Class B1 Institutional in respect of the quarter ended 31 December 2011 and was paid on 31 January 2012. (A 

dividend of £0.015 per share was declared on the 5 January 2011 for the Polar Capital Financials Income Fund in 

respect of the quarter ended 31 December 2010 and was paid on 31 January 2011). A dividend of £0.015 per 

share was declared on 3 October 2011 for the Polar Capital Financials Income Fund Class A1 Retail and Class 

B1 Institutional in respect of the quarter ended 30 September 2011 and was paid on 28 October 2011. (A 

dividend of  £0.015 per share was declared on 2 October 2010 in respect of the quarter ended 30 September 

2010 and was paid on 29 October 2010). A dividend of £0.015 per share was declared on 1 July 2011 for the 

Polar Capital Financials Income Fund Class A1 Retail and Class B1 Institutional in respect of the quarter ended 

30 June 2011 and was paid on 29 July 2011. (A dividend of £0.015 per share was declared on 2 July 2010 in 

respect of the quarter ended 30 June 2010 and was paid on 30 July 2010). A dividend of £0.0130 per share was 

declared on 1 April 2011 for the Polar Capital Financials Income Fund Class A1 Retail and Class B1 

Institutional in respect of the quarter ended 31 March 2011 and was paid on 29 April 2011 (A dividend of 

£0.0125 per share was declared on 2 April 2010 in respect of the quarter ended 31 March 2010 and was paid on 

30 April 2010). Total amount paid for the year ended 31 December 2011 was £1,221,856 (2009: £607,742).  

           

Financial risk management 

For details on the risks and how they are monitored and where possible managed by the Investment Manager 

please refer to note 11 on page 38.  

 

Directors  

The names of the persons who were directors at any time during the year are set out below. Except where 

indicated, they served for the entire year. 

 

Alexander Hammond-Chambers 

Peter Blessing 

Dermot Butler 

Colin McGill  

David Astor 

 

Directors' interests 

Interests of the Directors of the Company in the share capital of the Company as at 31 December 2011 and 2010 

were as follows: 
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REPORT OF THE DIRECTORS (continued) 

 

Directors' interests (continued) 

 

Polar Capital Asian Financials Fund 2011 2010 

Colin McGill 3,794 shares 3,364 shares 

Alex Hammond-Chambers 490 shares 490 shares 

   

Polar Capital European Financials Fund   

Alex Hammond-Chambers Nil 491 shares 

David Astor  Nil 1,230 shares 

   

Polar Capital Financials Income Fund    

Colin McGill 200,000 shares 202,497 shares 

Alex Hammond-Chambers 80,000 shares 80,000 shares 

David Astor 10,000 shares 10,000 shares 

Dermot Butler 19,480 shares 107,139 shares 

 

Transactions involving Directors  

David Astor is Group Investment Officer of Hiscox Limited, the second largest shareholder of the Polar Capital 

Asian Financials Fund and third largest shareholder of the Polar Capital Financials Income Fund. The Board of 

Directors is not aware of any other contracts or arrangements of any significance, subsisting during or at the end 

of the year, in relation to the business of the Company. 

 

Matters for Shareholders’ Attention (Significant Events during 2011) 

In July 2011, the Administration of the Company, Polar Capital Financial Funds plc changed to Northern Trust 

International Fund Administration Services (Ireland) Limited, Georges Court 54-62 Townsend Street, Dublin 2, 

Ireland from BNP Baripas Fund Severices Dublin Ltd, 5 George’s Dock, IFSC, Dublin 1, Ireland. 

 

In July 2011, the Custodian of the Company, Polar Capital Financial Funds plc changed to Northern Trust 

International Fidciary Services (Ireland) Limited, Georges Court 54-62 Townsend Street, Dublin 2, Ireland from 

BNP Baripas Fund Severices Dublin Ltd, 5 George’s Dock, IFSC, Dublin 1, Ireland. 

 

The Polar Capital European Financials Fund was terminated on 30 August 2011. 

 

Events since the year end 

Polar Capital Asian Financials Fund and Polar Capital Financials Income Fund were merged into Polar Capital 

Funds plc on 30 March 2012 and the Company terminated on 30 March 2012. 

 

Corporate Governance Statement 

The European Communities (Directive 2006/46/EC) Regulations 2011 (S.I. No. 450 of 2009 and S.I. 83 of 

2010)  (the “Regulations”) requires the inclusion of a corporate governance statement in the Directors’ Report. 

 

Although there is no specific statutory corporate governance code applicable to Irish collective investment 

schemes whose shares are admitted to trading on the Irish Stock Exchange, the company is subject to corporate 

governance practices imposed by: 

(i) The Irish Companies Acts 1963-2009 which are available for inspection at the registered office of 

the Company; and may also be obtained at http://www.irishstatutebook.ie/home.html.  

 

(ii) The Articles of Association of the Company which are available for inspection at the registered 

office of the Company at 25/28 North Wall Quay, Dublin 1, Ireland and at the Companies 

Registration Office in Ireland; 

 

(iii) The Central Bank of Ireland in their UCITS Notices and Guidance Notes which can be obtained 

from the Central Bank of Ireland/Financial Regulator’s website at:  

http://www.centralbank.ie/industrysectors/funds/Pages/default.aspx and are available for inspection 

at the registered office of the Company; and                                            

 

     

http://www.irishstatutebook.ie/home.html
http://www.centralbank.ie/industrysectors/funds/Pages/default.aspx
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REPORT OF THE DIRECTORS (continued)  

 

Corporate Governance Statement (continued) 

 

 

(i) The Irish Stock Exchange (“ISE”) through the ISE Code of Listing Requirements and Procedures                                                            

         which can be obtained from the ISE’s website at:- http://www.ise.ie?index.asp?loclD=7&doclD=-1 

 

The Board of Directors has voluntarily complied with the Corporate Governance Code for Irish Domiciled 

Collective Investment Schemes as published by the Irish Funds Industry Association (“IFIA”) in September 

2010, as the Company’s Corporate Governance code. The Board of Directors has assessed the measures included 

in the IFIA Code as being consistent with its Corporate Governance Practices and procedures for the financial 

year apart from point 3.4 (ii) in the IFIA Code where according to the IFIA Code consideration of changes in 

investment objectives, policies and restrictions will be done by the Board. However the Board will only make 

such changes with the approval of shareholders.  

 

Internal Control Procedures and Risk Management 

The Board of Directors has appointed KB Associates to carry out the following management functions as per the 

Company’s UCITS Business Plan 1) monitoring compliance 2) monitoring risk management 3) financial control 

4) monitoring capital 5) internal audit 6) supervision of delegates 7) complaints handling and 8) accounting 

policies and procedures. KB Associates provides regular reporting to the Board in respect of the above 

management functions. 

 

Under the UCITS Regulations, the Directors are required to entrust the assets of the Company to the Custodian 

for safe-keeping. In carrying out this duty, the Director’s have appointed Northern Trust Fiduciary Services 

(Ireland) Limited Georges Court 54-62 Townsend Street, Dublin 2, Ireland. 

 

The Board of Directors is responsible for establishing and maintaining adequate internal control and risk 

management systems of the Company in relation to the financial reporting process. Such systems are designed to 

manage rather than eliminate the risk of error or fraud in achieving the Company’s financial reporting objectives 

and can only provide reasonable and not absolute assurance against material misstatement or loss. 

 

The Board of Directors has procedures in place to ensure all relevant books of account are properly maintained 

and are readily available, including production of annual and half-yearly financial statements. The annual 

financial statements of the Company are required to be approved by the Board of Directors of the Company and 

the annual and half yearly financial statements of the Company are required to be filed with the Central Bank of 

Ireland and the Irish Stock Exchange. The statutory termination financial statements are required to be audited by 

independent auditors who report annually to the Board on their findings. 

 

The Board evaluates and discusses significant accounting and reporting issues as the need arises. The Board of 

Directors has appointed Northern Trust International Fund Administration Services (Ireland) Limited as its 

Administrator. The Administrator maintains the books and records of the Company. The Administrator is 

authorised and regulated by the Central Bank of Ireland and must comply with the rules imposed by the Central 

Bank of Ireland. From time to time the Board also examines and evaluates the Administrator’s financial 

accounting and reporting routines and monitors and evaluates the external auditors’ performance, qualifications 

and independence. 

 

Shareholders’ Meetings, Shareholders rights and exercise of such rights 

The convening and conduct of shareholders’ meetings are governed by the Articles of Association of the 

Company and the Companies Acts. Although the Directors may convene an extraordinary general meeting of the 

Company at any time, the Directors are required to convene an annual general meeting of the Company within 

fifteen months of the date of the previous annual general meeting. Shareholders representing not less than one 

tenth of the paid up share capital of the Company may also request the Directors to convene a shareholders’ 

meeting. Not less than twenty one days notice of every annual general meeting and any meeting convened for the 

passing of a special resolution must be given to shareholders and fourteen days’ notice must be given in the case 

of any other general meeting unless the auditors of the Company and all the shareholders of the Company 

entitled to attend and vote agree to shorter notice. 

 

Two members present either in person or by proxy constitute a quorum at a general meeting provided that the 

quorum for a general meeting convened to consider any alteration to the class rights of shares is two shareholders 

holding or representing by proxy at least one third of the issued shares of the relevant sub-fund or class. 

http://www.ise.ie/?index.asp?loclD=7&doclD=-1
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REPORT OF THE DIRECTORS (continued)  

 

Corporate Governance Statement (continued) 

 

Shareholders’ Meetings, Shareholders rights and exercise of such rights (continued) 

Every holder of participating shares present in person or by proxy who votes on a show of hands is entitled to 

one vote. On a poll, every holder of participating shares present in person or by proxy is entitled to one vote in 

respect of each share held by him. The Chairman of a general meeting of the Company or at least two members 

present in person or by proxy or any holder or holders of participating shares present in person or by proxy 

representing at least one tenth of the shares in issue having the right to vote at such meeting may demand a poll. 

 

Shareholders may resolve to sanction an ordinary resolution or special resolution at a shareholders’ meeting. An 

ordinary resolution of the Company or of the shareholders of a particular sub-fund or class requires a simple 

majority of the votes cast by the shareholders voting in person or by proxy at the meeting at which the resolution 

is proposed. A special resolution of the Company or of the shareholders of a particular sub-fund or class requires 

a majority of not less than 75% of the shareholders present in person or by proxy and voting in general meeting 

in order to pass a special resolution including a resolution to amend the Articles of Association. 

 

Composition and operation of the Board of Directors 

Unless otherwise determined by an ordinary resolution of the Company in a general meeting, the number of 

Directors may not be less than two. Currently the Board of Directors of the Company is composed of five 

directors, being those listed in the directory in these termination financial statements. 

 

The business of the Company is governed by the Directors, who exercise all such powers of the Company as are 

not by the Companies Acts or by the Articles of Association of the Company required to be exercised by the 

Company in general meeting. 

 

A Director may, and the company secretary of the Company on the requisition of a Director will, at any time 

summon a meeting of the Directors. Questions arising at any meeting of the Directors are determined by a 

majority of votes. In the case of an equality of votes, the Chairman has a second or casting vote.  

 

The quorum necessary for the transaction of business at a meeting of the Directors is two. All meetings of the 

Directors are held in Ireland. 

 

Independent auditors 

Grant Thornton, have signified their willingness to continue in office in accordance with section 160(2) of the 

Companies Act, 1963. 

 

 

On behalf of the Board 

 

 

 

 

 

Alex Hammond-Chambers                                                                               Dermot Butler   

16 April 2012 
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REPORT OF THE CUSTODIAN 

 

We have enquired into the conduct of Polar Capital Financial Funds plc (“the Company”) for the year ended 31 

December 2011, in our capacity as Custodian to the Company. 

 

This report including the opinion has been prepared solely for the shareholders in the Company as a body, in 

accordance with the Central Bank of Ireland’s UCITS Notice 4, and for no other purpose. We do not, in giving 

this opinion, accept or assume responsibility for any other purpose or to any other person to whom this report is 

shown.  

 

Responsibilities of the Custodian 

Our duties and responsibilities are outlined in the Central Bank of Ireland’s UCITS Notice 4. One of those duties 

is to enquire into the conduct of the Company in each annual accounting period and report thereon to the 

shareholders.  

 

Our report shall state whether, in our opinion, the Company has been managed in that period in accordance with 

the provisions of the Company’s Memorandum and Articles of Association and the UCITS Regulations. It is the 

overall responsibility of the Company to comply with these provisions. If the Company has not so complied, we 

as Custodian must state why this is the case and outline the steps which we have taken to rectify the situation. 

 

Basis of Custodian Opinion 

The Custodian conducts such reviews as it, in its reasonable opinion, considers necessary in order to comply with 

its duties as outlined in UCITS Notice 4 and to ensure that, in all material respects, the Company has been 

managed (i) in accordance with the limitations imposed on its investment and borrowing powers by the 

provisions of its constitutional documentation and the appropriate regulations and (ii) otherwise in accordance 

with the Company’s constitutional documentation and the appropriate regulations. 

 

Opinion 

In our opinion, the Company has been managed during the year, in all material respects: 

 

(i) in accordance with the limitations imposed on the investment and borrowing powers of the Company by the 

Memorandum & Articles of Association and by the European Communities (Undertakings for Collective 

Investment in Transferable Securities) Regulations 2011, (‘the Regulations’); and 

 

(ii) otherwise in accordance with the provisions of the Memorandum & Articles of Association and the 

Regulations. 

 

 

 

Northern Trust Fiduciary Services (Ireland) Limited                       

Georges Court 

54-62 Townsend Street  

Dublin 2  

 

16 April 2012 
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INDEPENDENT AUDITORS’ REPORT 

TO THE SHAREHOLDERS OF POLAR CAPITAL FINANCIAL FUNDS PLC 

 

We have audited the termination financial statements on pages 20 to 48 for the year ended 31 December 2011 

which comprise the Profit and Loss Account, Balance Sheet, Statement of Changes in Net Assets Attributable to 

Redeemable Participating Shareholders, Schedule of Investments and the Related Notes. As stated in note 1 

these financial statements are not prepared on a going concern basis. 

 

Respective Responsibilities of Directors and Auditors 

The Directors’ responsibilities for preparing the Annual Report and the termination financial statements in 

accordance with applicable law and Irish Accounting Standards are set out in the Statement of Directors’ 

Responsibilities on page 12. 

 

Our responsibility is to audit the termination financial statements in accordance with relevant legal and 

regulatory requirements and International Standards on Auditing (UK and Ireland) promulgated by the Auditing 

Practices Board to form an independent opinion, based on our audit, on those statements and to report our 

opinion to you. 

 

This report is made solely to the Company’s shareholders, as a body, in accordance with Section 193(1) of the 

Companies Act 1990. 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. 

 

We report to you our opinion as to whether the termination financial statements give a true and fair view and are 

properly prepared in accordance with the Companies Acts 1963 to 2009 and the European Communities 

(Undertakings for Collective Investment Securities) Regulations 2011 Companies Amendment Act. We also 

report to you whether, in our opinion, proper books of account have been kept by the company and whether the 

information given in the Directors’ report is consistent with the termination Financial Statements. In addition, we 

state whether we have obtained all the information and explanations necessary for the purposes of our audit and 

whether the Company’s Balance Sheet and its Profit and Loss Account are in agreement with the books of 

account. 

 

We report to the shareholders if, in our opinion, any information specified by law or the listing rules of the Irish 

Stock Exchange regarding Directors’ remuneration and Directors’ transactions is not given and, where 

practicable, include such information in our report. 

 

We read other information contained in the termination financial statements which includes the Investment 

Objectives, Chairman’s Review, Investment Manager’s Review, Investment Manager and Director Profile, 

Statement of Custodian’s Responsibilities and Custodians Report and consider whether they are consistent with 

the audited termination financial statements. We consider the implications for our report if we become aware of 

any apparent misstatements or material inconsistencies with the termination Financial Statements. Our 

responsibilities do not extend to any information outside the Annual Report. 

 

Basis of Audit Opinion 

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the 

Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and 

disclosures in the termination financial statements. It also includes an assessment of the significant estimates and 

judgements made by the directors in the preparation of the termination financial statements, and of whether the 

accounting policies are appropriate to the Company's circumstances, consistently applied and adequately 

disclosed.  

 

We planned and performed our audit so as to obtain all the information and explanations which we considered 

necessary in order to provide us with sufficient evidence to give reasonable assurance that the termination 

financial statements are free from material misstatement, whether caused by fraud or other irregularity or error. 

In forming our opinion we also evaluated the overall adequacy of the presentation of information in the 

termination financial statements. 

 

 

 

 



POLAR CAPITAL FINANCIAL FUNDS PLC 
 

19 

 

INDEPENDENT AUDITORS’ REPORT (continued) 

 

Opinion 

In our opinion, the termination financial statements give a true and fair view of the state of the Company’s affairs 

at 31 December 2011 and of its results for the year ended 31 December 2011 and have been properly prepared in 

accordance with the Companies Acts, 1963 to 2009 and the European Communities (Undertakings for Collective 

Investment Securities), Regulations 2011. 

 

We have obtained all the information and explanations we consider necessary for the purposes of our audit. In 

our opinion, proper books of accounts have been kept by the Company. The termination financial statements are 

in agreement with the books of account. 

 

In our opinion, the information given in the Directors' Report is consistent with the termination financial 

statements. 

 

 

 

 

Niamh Meenan 

for and behalf of 

Grant Thornton 

Chartered Accountants and Registered Auditors 

24-26 City Quay,Dublin 2 

Date: 16 April 2012 
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SCHEDULE OF INVESTMENTS as at 31 December 2011 

 

Polar Capital Asian Financials Fund  

 
Country Company Holdings Fair Value % of Net Nature of business 

   US$ Assets  

 Equities     

Hong Kong Sun Hung Kai Properties 132,000 1,648,598 3.27% Other financial 

 Hong Kong Exchanges and Clearing 101,800 1,634,494 3.24% Other financial 

 AIA Group 455,000 1,417,737 2.82% Other financial 

 Dah Sing Financial 293,740 879,337 1.75% Banks 

 Hang Seng Bank 72,933 863,935 1.71% Banks 

 China Taiping Insurance 414,961 767,239 1.52% Insurance 

 Ping An Insurance 89,500 588,861 1.17% Insurance 

 Public Financial 1,160,000 518,271 1.03% Other financial 
 Aeon Credit Service 458,000 317,261 0.63% Consumer financial 

   8,635,733 17.14%  

Korea Dongbu Insurance 41,750 1,931,662 3.83% Insurance 

 Samsung Life Insurance 21,920 1,539,347 3.06% Insurance 

 KB Financial Group 40,800 1,285,625 2.55% Other financial 

 Korean Reinsurance 80,000 1,041,667 2.07% Insurance 

 Shinhan Financial 23,400 807,422 1.60% Other financial 

 LIG Non-Life Insurance 33,000 654,557 1.30% Insurance 

   7,260,280 14.41%  

China Industrial & Commercial Bank of China  3,029,310 1,798,099 3.57% Banks 
 China Construction Bank 2,560,296 1,780,135 3.53% Banks 

 China Merchants Bank 701,000 1,415,250 2.81% Banks 
 Bank of China 3,764,700 1,386,326 2.75% Banks 

   6,379,810 12.66%  

Philippines Security Bank 1,362,000 3,024,941 6.00% Banks 

 SM Prime 2,415,000 731,301 1.46% Other financial 
 Ayala Land 2,000,000 689,546 1.37% Other financial 

   4,445,788 8.83%  

Indonesia PT Bank Rakyat Indonesia 2,090,000 1,555,831 3.09% Banks 

 Bank Mandiri 1,664,000 1,229,534 2.44% Banks 

 PT Bank Danamon 1,399,550 632,827 1.26% Banks 
 PT Bank Central Asia 603,500 532,451 1.06% Banks 

 PT Bank Pan Indonesia 3,683,500 312,798 0.62% Banks 

   4,263,441 8.47%  

India Housing Development Finance 148,800 1,816,394 3.61% Banks 

 Housing Development Finance ADR 36,550 960,534 1.91% Banks 
 Axis Bank 36,600 555,496 1.10% Banks 

 Indusind Bank 115,000 486,160 0.96% Banks 

 Jammu & Kashmir Bank 28,500 357,961 0.71% Banks 

 HDFC Bank 6,500 52,142 0.10% Banks 

   4,228,687 8.39%  

Thailand Siam Commercial Bank 410,537 1,509,423 3.00% Banks 

 Kasikornbank Foreign 320,552 1,244,616 2.47% Banks 
 Bangkok Life Assurance 736,000 1,073,090 2.13% Life Assurance 

   3,827,129 7.60%  
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SCHEDULE OF INVESTMENTS as at 31 December 2011 

 

Polar Capital Asian Financials Fund (continued) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

All investments are traded on a recognised exchange.      

           

Country Company Holdings  Fair Value   % of Net  

Nature of 

business 

   

 US$    Assets  
   Equities (Continued)         

Malaysia Public Bank       349,574            1,442,406  2.86%  Banks  

 

RHB Capital      389,000               893,350  1.78%  Other financial  

 

UEM Land      850,000               646,215  1.28%  Other financial  

                2,981,971  5.92%   

Singapore Oversea-Chinese Banking      209,000            1,262,075  2.51%  Banks  

 

CapitaMalls Asia      776,000            1,017,391  2.02%  Other financial  

 
DBS        70,000               621,910  1.23%  Other financial  

                2,901,376  5.76%   

UK HSBC      207,200            1,574,022  3.12%  Banks  

                1,574,022  3.12%   

Pakistan MCB Bank      702,000            1,046,168  2.08%  Banks  

                1,046,168  2.08%   

Taiwan Fubon Financial      863,000               913,476  1.81%  Other financial  

                   913,476  1.81%   

            

Financial assets at fair value through profit or loss         48,457,881  96.19%   

Cash 
  

          2,761,659  5.48% 
 Other Net liabilities               (839,898) (1.67)%   

Net assets attributable to redeemable participating 
   Shareholders (published)           50,379,642  100.00%   

      



POLAR CAPITAL FINANCIAL FUNDS PLC 
 

22 

 

SCHEDULE OF INVESTMENTS as at 31 December 2011 

 

Polar Capital Financials Income Fund  

  

Country Company Holdings Fair Value % of Net Nature of business 

   
£ Assets 

 

 
Equities 

    
UK HSBC 160,000 782,100 1.87% Banks 

 
Jardine Lloyd Thompson 95,444 658,086 1.57% Insurance 

 
Acencia Debt Strategies 750,000 609,375 1.45% Investment company 

 
City of London Investment Group 182,683 584,586 1.39% Other financial 

 
Novae Group 175,000 580,125 1.39% Insurance 

 
Personal Group Holdings 225,000 571,500 1.36% Insurance 

 
Intermediate Capital Group 200,000 456,600 1.09% Other financial 

 
Brewin Dolphin 325,000 445,250 1.06% Other financial 

 
Tullett Prebon 165,000 445,005 1.06% Other financial 

 
Invesco Leveraged High Yield 850,000 422,875 1.01% Investment company 

 
Princess Private Equity 85,000 404,706 0.97% Investment company 

 
International Personal Finance 200,000 340,000 0.81% Other financial 

 
Schroders 30,000 320,100 0.76% Other financial 

 
Helical Bar 150,000 279,375 0.67% Real Estate 

 
Abbey Protection 300,000 235,500 0.56% Insurance 

   
7,135,183 17.02% 

 
US Arch Capital 36,000 861,721 2.06% Insurance 

 
Marsh & McLennan 37,500 762,982 1.82% Insurance 

 
WR Berkley 34,000 751,934 1.79% Insurance 

 
Lancashire Holdings 85,000 612,425 1.46% Insurance 

 
PartnerRe 13,000 536,696 1.28% Insurance 

 
Signature Bank 11,500 443,691 1.06% Banks 

   
3,969,449 9.47% 

 
Switzerland ACE 16,500 744,576 1.78% Insurance 

 
Baloise 9,500 420,991 1.00% Insurance 

   
1,165,567 2.78% 

 
Singapore Oversea Chinese Banking 160,000 621,699 1.48% Banks 

 
Frasers Centrepoint Trust 750,000 534,086 1.28% Real Estate 

   
1,155,785 2.76% 

 
Hong Kong Hang Seng Bank 80,000 609,773 1.46% Banks 

 
Public Financial Holdings 1,470,000 422,607 1.01% Banks 

   
1,032,380 2.47% 

 
Finland Sampo 55,000 877,490 2.09% Insurance 

   
877,490 2.09% 

 
Norway DNB  92,500 582,439 1.39% Banks 

   
582,439 1.39% 

 
Thailand Bangkok Bank 150,000 492,537 1.18% Banks 

   
492,537 1.18% 

 
Malaysia Public Bank (Foreign market) 177,000 469,940 1.12% Banks 

 
Public Bank 3,235 8,615 0.02% Banks 

   
478,555 1.14% 

 
Germany Muenchener Rueckversicherungs 4,000 315,913 0.75% Insurance 

   
315,913 0.75% 

 

 
Total Equities 

 
17,205,298 41.05% 
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SCHEDULE OF INVESTMENTS as at 31 December 2011 

 

Polar Capital Financials Income Fund (continued)  

 

 
Financial assets at fair value through profit or loss Holdings Fair Value % of Net 

Country Company 
 

£ Assets 

     
 

Bonds 
   

UK International Personal Finance 11.50% 06/08/2015 1,500,000 1,177,782 2.81% 

 
HBOS Capital 6.46% FRN 28/11/2018 1,900,000 1,167,550 2.79% 

 
Barclays 14.00% FRN 31/12/2049 900,000 1,003,500 2.39% 

 
Provident Finance 8.00% 23/10/2019 1,000,000 921,402 2.20% 

 
Investec Finance 9.625% 17/02/2022 1,000,000 915,640 2.18% 

 
Co-Operative Bank 9.25% 28/04/2021 1,000,000 886,867 2.12% 

 
Beazley 7.25% FRN 17/10/2026 965,000 734,506 1.75% 

 
Scottish Amicable 8.50% 29/06/2049 708,000 711,744 1.70% 

 
Legal & General FRN 5.875% 29/03/2049 835,000 653,532 1.56% 

 
Phoenix Life 7.25% FRN 31/07/2049 900,000 612,000 1.46% 

 
Prudential 11.75% FRN 23/12/2014 800,000 573,039 1.37% 

 
F&C Asset Management 6.75% FRN 20/12/2026 850,000 552,500 1.32% 

 
Nationwide Building Society 6.75% 22/07/2020 800,000 540,247 1.29% 

 
Co-Operative Bank 5.56% FRN 14/12/2015 800,000 527,760 1.26% 

 
National Westminster Bank 11.50% 17/12/2049 500,000 485,000 1.16% 

 
Old Mutual 8.00% 03/06/2021 500,000 474,952 1.13% 

 
Amlin 6.50% FRN 19/12/2026 600,000 470,227 1.12% 

 
Friends Provident 6.875% FRN 21/11/2019 700,000 457,535 1.09% 

 
F&C Finance 9.00% 20/12/2016 450,000 456,089 1.09% 

 
Standard Chartered 9.50% FRN 29/06/2049 650,000 446,856 1.07% 

 
Clerical Medical Finance 7.375% FRN 29/11/2049 500,000 408,150 0.97% 

 
Barclays 6.00% FRN 29/06/2049 600,000 365,956 0.87% 

 
Tullett Prebon 7.04% 06/07/2016 375,000 356,363 0.85% 

 
RL Finance 6.125% FRN 15/12/2049 500,000 323,750 0.77% 

 
Rothschild 9.00% 31/12/2049 300,000 304,710 0.73% 

 
MAN Group 11.00% 07/08/2049 450,000 280,870 0.67% 

 
Pearl Group 6.59% 29/11/2049 500,000 280,000 0.67% 

 
Egg Banking 7.50% FRN 31/12/2199 305,000 264,465 0.63% 

 
SVG Capital 8.25% 05/06/2016 250,000 249,375 0.59% 

 
Standard Chartered  8.10% FRN 29/05/2049 200,000 202,227 0.48% 

 
Investec, Preference 60,000 201,000 0.48% 

 
Bank of Scotland 10.50% 16/06/2018 200,000 199,679 0.48% 

 
Ecclesiastical Insurance, Preference 175,000 182,438 0.44% 

   
17,387,711 41.49% 

US Wachovia Cap III 5.57% FRN 29/03/2049 1,250,000 673,621 1.61% 

 
Montana  10.28% FRN 07/12/2012 350,000 227,148 0.54% 

   
900,769 2.15% 

Europe Brit Insurance 6.625% FRN 09/12/2030 1,250,000 675,250 1.61% 

 
Skandinaviska Enskilda 7.09% FRN 29/12/2049 400,000 321,459 0.77% 

 
Nordea 8.375% FRN 29/09/2049 425,000 277,928 0.66% 

 
ING Group, Preference 19,400 272,256 0.65% 

 
BNP Paribas 8.67% FRN 11/09/2049 300,000 223,862 0.53% 

 
Societe Generale 8.875% FRN 29/06/2049 350,000 218,785 0.52% 

 
UniCredit Intl. 8.125% FRN 29/12/2049 450,000 211,750 0.51% 

 
Credit Agricole FRN 8.125% 26/10/2049 300,000 191,640 0.46% 

   
2,392,930 5.71% 

 
Total Bonds 

 
20,681,410 49.35% 

Financial assets at fair value through profit or loss 37,886,708 90.40% 

Cash 
  

2,102,495 5.02% 

Other Net Assets 
 

1,920,524 4.58% 

Net assets attributable to redeemable participating 
  

Shareholders (published) 
 

41,909,727 100.00% 

      

 

 

 

All investments are traded on a recognised exchange. 
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                  Profit and Loss Account 
 

Polar Capital Polar Capital Polar Capital 
  

   
Asian 

 
European 

 
Financials 

  
                  For the year ended 31 December 2011 

 
Financials 

 
Financials 

 
Income 

 
Total 

   
Fund 

 
Fund* 

 
Fund 

 
31-Dec-11 

Income Notes 
 

US$ 
 

€ 
 

£ 
 

US$ 

          Dividend income 1 
 

1,583,044 
 

562,893 
 

1,123,944 
 

4,169,664 
Fixed interest income 

  
- 

 
- 

 
1,613,170 

 
2,587,503 

Bank interest 1 
 

712 
 

5,927 
 

241 
 

9,352 
Other income 

  
7,548 

   
121,906 

 
203,084 

Net changes in fair value on financial  
      

assets at fair value through profit or loss 
         

- Realised 1 
 

2,521,842 
 

783,164 
 

(405,811) 
 

2,961,483 
- Unrealised 1 

 
(11,116,191) 

 
(4,585,421) 

 
(5,056,439) 

 
(25,611,856) 

          Total investment (expenditure) 
  

(7,003,045) 
 

(3,233,437) 
 

(2,602,989) 
 

(15,680,770) 

          Expenses 
         

Investment manager's fee 2 
 

(611,263) 
 

(127,651) 
 

(309,235) 
 

(1,285,026) 
Administration fees 2 

 
(90,496) 

 
(38,477) 

 
(64,210) 

 
(247,067) 

Custodian fees 2 
 

(63,252) 
 

(15,550) 
 

(22,322) 
 

(120,710) 
Audit fees 

  
(18,738) 

 
(2,573) 

 
(9,613) 

 
(37,740) 

Directors' fees 2 
 

(59,680) 
 

(10,459) 
 

(41,294) 
 

(140,479) 
Legal fees 

  
(17,039) 

 
(10,278) 

 
(3,544) 

 
(37,036) 

Transaction costs 
  

(156,961) 
 

(34,273) 
 

(42,407) 
 

(272,706) 

Other operating expenses 
  

(158,065) 
 

(14,604) 
 

(96,047) 
 

(332,459) 

          Total operating expenses 
  

(1,175,494) 
 

(253,865) 
 

(588,672) 
 

(2,473,223) 

          Operating (Loss) 
  

(8,178,539) 
 

(3,487,302) 
 

(3,191,661) 
 

(18,153,993) 

          Finance Costs 
         

          Distributions to redeemable participating 
shareholders 

4 
 

(494,658) 
 

(290,257) 
 

(1,221,856) 
 

(2,858,682) 

Interest expense  1 
 

(5,311) 
 

(1,292) 
 

(3,273) 
 

(12,360) 

          Total finance cost 
  

(499,969) 
 

(291,549) 
 

(1,225,129) 
 

(2,871,042) 

          (Loss) before tax for the year 
 

(8,678,508) 
 

(3,778,851) 
 

(4,416,790) 
 

(21,025,035) 

          Withholding tax on dividends and other 
        

investment income 
  

(282,418) 
 

(85,229) 
 

(104,384) 
 

(568,530) 

                    (Decrease) in net assets attributable to 

redeemable participating shareholders 

(bid prices) (audited) 

1 
 

(8,960,926) 
 

(3,864,080) 
 

(4,521,174) 
 

(21,593,565) 

                    Adjustment from bid prices to last traded 
prices   

(8,076) 
 

- 
 

301,301 
 

475,208 

                    (Decrease) in net assets attributable to 

redeemable participating shareholders 

(last traded prices) (published) 
  

(8,969,002) 
 

(3,864,080) 
 

(4,219,873) 
 

(21,118,357) 

           

There were no recognised gains/losses for the year other than as set out in Profit and Loss Account. 

  

 With the exception of Polar Capital European Financials Fund, which terminated in the year, all recognised gains/losses arose 

solely from continuing operations. 

 

*Polar Capital European Financials Fund was terminated on 30 August 2011. 

 

On behalf of the Board of Directors 

 

  
 

  

Alex Hammond-Chambers 

 
Dermot Butler 

Date: 16 April 2012 

 
Date: 16 April 2012 

 

The comparative Profit and Loss Account for 2010 is shown on the next page. 

The accompanying notes form an integral part of the termination financial statements.                                                             
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There were no recognised gains/losses for the year other than as set out in Profit and Loss Account. 

 

The accompanying notes form an integral part of the termination financial statements. 

 

       Profit and Loss account  

  Polar Capital  Polar Capital  Polar Capital   

   Asian  European  Financials  

        For the year ended 31 December 2010  Financials  Financials  Income Total 

   Fund  Fund  Fund 31-Dec-10l 

 Income Notes US$  €  £ US$ 

 Dividend income 1 1,613,217  871,458  908,791 4,174,036 

 Fixed interest income  -  -  880,006 1,360,194 

 Bank interest 1 1,315  1,686  156 3,793 

 Other income  -  9,966  229,193 367,477 

 Net changes in fair value on financial assets        

 at fair value through profit or loss        

  - Realised 1 3,767,084  (360,858)  (56,552) 3,200,936 

  - Unrealised 1 5,126,035  1,670,341  2,028,892 10,478,005 

 Total investment income  10,507,651  2,192,593  3,990,486 19,584,441 

         

 Expenses        

 Investment manager’s fee 2 (603,258)  (253,101)  (198,850) (1,246,394) 

 Performance fees 2 (143,624)  -  (542,889) (982,748) 

 Administration fees 2 (66,172)  (46,643)  (50,584) (206,238) 

 Custodian fees 2 (76,438)  (27,968)  (24,904) (152,035) 

 Audit fees  (19,235)  (15,876)  (4,805) (47,724) 

 Directors’ fees 2 (47,897)  (36,724)  (34,745) (150,322) 

 Legal fees  (5,872)  (5,843)  (7,934) (25,887) 

 Transaction costs  (370,019)  (89,946)  (80,279) (613,432) 

 Other operating expenses  (74,268)  (53,204)  (25,297) (183,953) 

 Total operating expenses  (1,406,783)  (529,305)  (970,287) (3,608,733) 

         

 Operating profit  9,100,868  1,663,288  3,020,199 15,975,708 

         

 Finance costs        

 Distributions to redeemable participating        

 shareholders 4 (185,054)  (430,169)  (607,742) (1,695,110) 

 Interest expense 1 (11,477)  (10,965)  (5,643) (34,746) 

 Total finance costs  (196,531)    (441,134)  (613,385) (1,729,856) 

         

 Profit before tax for the year  8,904,337  1,222,154  2,406,814 14,245,852 

 
Withholding tax on dividends, capital taxes 
and other investment income (irrecoverable) 

  
(628,743) (106,474)          (135,490) (979,420) 

 

Increase in net assets attributable to 

redeemable participating shareholders 

(bid prices) (audited)  

 

8,275,594         1,115,680          2,271,324 13,266,432      

 
 Adjustment from bid prices to last traded 
prices 1 (59,470)            (25,605)                   65,750 8,188 

Increase in net assets attributable to 

redeemable participating shareholders 

from operations (last traded price) 

(published)  8,216,124         1,090,075           2,337,074 13,274,620 
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            Balance Sheet 

 
Polar Capital Polar Capital Polar Capital 

  

   
Asian 

 
European 

 
Financials 

  
            As at 31 December 2011 

  
Financials 

 
Financials 

 
Income 

 
Total 

   
Fund 

 
Fund* 

 
Fund 

 
31-Dec-11 

 
Notes 

 
US$ 

 
€ 

 
£ 

 
US$ 

Current assets 
         

          Financial Assets at fair value through 
profit and loss 

1 
 

 
48,457,881  

 
-  

 
37,886,708  

 
107,337,617 

Cash at banks 1 
 

2,761,659 
 

19,058 
 

2,102,495 
 

6,053,887 
Subscriptions receivable 

      
1,000,909 

 
1,555,513 

Receivable for securities sold 
  

180 
 

- 
 

263 
 

589 
Other debtors 

  
95,825 

 
- 

 
668,357 

 
1,134,519 

          Total assets 
  

51,315,545 
 

19,058 
 

41,658,732 
 

116,082,125 

                    Current liabilities 
         

Redemptions payable 
  

385,525 
 

- 
 

- 
 

385,525 
Accrued fees 3 

 
681,280 

 
19,058 

 
178,821 

 
983,926 

Total liabilities 
  

1,066,805 
 

19,058 
 

178,821 
 

1,369,451 

          Net assets attributable to redeemable 
         

participating shareholders (bid market 

prices) (audited)  
 

50,248,740  

 

-  

 

41,479,911  

 

114,712,674 

          Adjustment from bid-market prices to 
last traded prices 

 
1  

 

130,902  
 

-  
 

429,816  
 

798,879 

          Net assets attributable to redeemable 
         

participating shareholders (last traded 

prices) (published)  
 

50,379,642  

 

-  

 

41,909,727  

 

115,511,553 

          
          Number of shares 

  
234,951 

 
- 

 
- 

  
Number of shares Class A1 

  
- 

 
- 

 
605,224 

  
Number of shares Class A2 

  
- 

 
- 

 
258,909 

  
Number of shares Class B1 

  
- 

 
- 

 
21,369,228 

  
Number of shares Class B2 

  
- 

 
- 

 
21,149,604 

  

Net assets value per-share (published NAV) 
 

       

Net asset value per share  
  

214.43 
 

- 
 

- 
  

Net asset value per shares A1 
  

- 
 

- 
 

0.9013 
  

Net asset value per shares A2 
  

- 
 

- 
 

1.0098 
  

Net asset value per shares B1 
  

- 
 

- 
 

0.9131 
  

Net asset value shares B2 
  

- 
 

- 
 

1.0209 
  

          
Net assets value per-share (audited NAV) 

        
          Net asset value per share  

  
213.87 

 
- 

 
- 

  
Net asset value per shares A1 

 
- 

 
- 

 
0.8921 

  
Net asset value per shares A2 

 
- 

 
- 

 
0.9994 

  
Net asset value per shares B1 

 
- 

 
- 

 
0.9037 

  
Net asset value shares B2 

 
- 

 
- 

 
1.0104 

  
 

  *Polar Capital European Financials Fund was terminated on 30 August 2011. 

 

  On behalf of the Board of Directors 

 

 

     

Alex Hammond-Chambers  Dermot Butler 

Date: 16 April 2012  Date: 16 April 2012 

 

 

 

 

The comparative Balance Sheet for 2010 is shown on the next page. 

The accompanying notes form an integral part of the termination financial statements. 
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The accompanying notes form an integral part of the termination financial statements. 

 Balance Sheet  Polar Capital  Polar Capital  Polar Capital   

   Asian  European  Financials  

  As at 31 December 2010  Financials  Financials  Income Total 

   Fund  Fund  Fund 31-Dec-10 

  Notes US$  €  £ US$ 

 Current assets        

 
Financial assets at fair value through 
profit or loss 1 67,133,069  21,357,262 

 
33,722,850 148,583,994 

 Cash at banks 1 3,612,640  1,457,666  3,157,802 10,512,270 

 Other debtors  218,406  147,607  805,245 1,677,182 

 Total assets  70,964,115  22,962,535  37,685,897 160,773,446 

 Current liabilities     
 

  

 Accrued fees 3 853,233  84,722  666,951 2,011,122 

 Total liabilities  853,233  84,722  666,951 2,011,122 

 Net assets attributable to redeemable        

 

participating shareholders (bid market 

prices) (audited)  70,110,882  22,877,813 

 

37,018,946 158,762,324 

 
Adjustment from bid-market prices to last 
traded prices 1 138,978  15,961 

 

128,515 361,603 

         

 Net assets attributable to redeemable        

 

participating shareholders (last traded 

prices) (published)  70,249,860  22,893,774 

 

37,147,461 159,123,927 

         

 Number of shares  279,633  806,270  -  

 Number of shares A1  -  -  662,758  

 Number of shares A2  -  -  287,789  

 Number of shares B1    -  -  19,525,223  

 Number of shares B2  -  -  14,490,073  

         

 

Net asset value per share (published 

NAV) 6 251.22  28.39 

 

-  

 Net asset value per share A1  -  -  1.0307  

 Net asset value per share A2  -  -  1.0892  

 Net asset value per share B1  -  -  1.0384  

 Net asset value per share B2  -  -  1.0957  

         

 

Net asset value per share (audited 

NAV)  250.72  28.37 

 

-  

 Net asset value per share A1  -  -  1.0271  

 Net asset value per share A2  -  -  1.0854  

 Net asset value per share B1  -  -  1.0347  

 Net asset value per share B2  -  -  1.0920  
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 Statement of Changes in Net Assets Polar Capital Polar Capital Polar Capital 
  

Attributable to Redeemable         
 

Asian 
 

European 
 

Financials 
  

Participating Shareholders   
  

Financials 
 

Financials 
 

Income 
 

Total 

  
  

Fund 
 

Fund* 
 

Fund 
 

31-Dec-11 

For the year ended 31 December 2011 Notes 
 

US$ 
 

€ 
 

£ 
 

US$ 

          

Decrease in net assets attributable to 

redeemable participating shareholders 

from operations (last traded prices) 

(published) 

  

 
 

(8,969,002) 
 

 
 

(3,864,080) 
 

 
 

(4,219,873) 
 

 
 

(21,118,357) 

                    Share transactions 
         

                    Proceeds from issue of shares 
  

3,230,277 
 

255 
 

11,364,853 
 

21,459,707 

          
Payments on redemption of shares 

  
(14,131,493) 

 
(19,029,949) 

 
(2,382,714) 

 
(44,452,558) 

                    Net (decrease)/increase in net assets resulting 

from share  transactions 

 

(10,901,216)  

 

(19,029,694)  

 

8,982,139  

 

(22,992,851) 

                    
Net assets attributable to redeemable 
participating shareholders at the 
beginning of the year 

  
 

70,249,860  
 

22,893,774  
 

37,147,461  
 

159,123,927 

                    Translation adjustment 1 
       

498,834 

          
                    Net assets attributable to 

redeemable participating 

shareholders at the end of the year 

(last traded prices) (published) 

  

 

 

50,379,642 
 

 

 

- 
 

 

 

41,909,727 
 

 

 

115,511,553 

           

 

 

 

*Polar Capital European Financials Fund was terminated on 30 August 2011. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The comparative Statement of Changes in Net Assets Attributable to Redeemable Participating Shareholders for 2010 is 

shown on the next page. 

 

The accompanying notes form an integral part of the termination financial statements. 
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         Statement of Changes in Net Assets       Polar Capital  Polar Capital  Polar Capital    

          Attributable to Redeemable  Asian European Financials Total 

          Participating Shareholders  Financials Financials Income 31-Dec-10  

          For the year ended   Fund Fund Fund Total 

          31 December 2010 Notes US$ € £  US$  

          

          

Increase in net assets attributable to 

redeemable participating shareholders from 

operations (last traded prices) (published)  

 

8,216,124 1,090,075 2,337,074 13,274,620 

       

Share transactions      

       

Proceeds from issue of shares  10,887,099 60,429 20,661,941 42,903,707 

Payments on redemption of shares  (5,653,539) (5,432,053) (687,792) (13,923,150) 

       

Net increase/(decrease) in net assets resulting 

from share transactions 

 

5,233,560 (5,371,624) 19,974,149 28,980,557 

       
Net assets attributable to redeemable 
participating shareholders at the beginning of year 

 
56,800,176 27,175,323 

 
14,836,238 119,748,860 

      

Translation adjustment 
 

1 - - 
 

- (2,880,110) 

       

Net assets attributable to redeemable 

participating shareholders at the end of year 

(last traded prices) (published)  

 

70,249,860 22,893,774 37,147,461 159,123,927 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

             

 

 

 

 

 

 

 

 

 

 

 
 

 

The accompanying notes form an integral part of the termination financial statements. 



POLAR CAPITAL FINANCIAL FUNDS PLC 
 

30 

 

NOTE TO THE TERMINATION FINANCIAL STATEMENTS for the year ended 31 December 2011 

 

1. Significant accounting policies 

 
The significant accounting policies adopted by the Company are as follows: 
 
Presentation of the financial statements 
These termination financial statements have been prepared in accordance with accounting standards generally 
accepted in Ireland and Irish Statute comprising the Companies Acts, 1963 to 2009 and the European 
Communities (Undertakings for Collective Investment in Transferable Securities) Regulations, 2011 and the 
listing rules of the Irish Stock Exchange. Accounting standards generally accepted in Ireland in preparing 
financial statements giving a true and fair view are those published by Chartered Accountants Ireland and issued 
by the Accounting Standards Board. The financial statements are being prepared on a termination basis. No 
others costs have been identified in relation to the termination of the Company. 

The termination financial statements for the Company are prepared under the historical cost convention as 
modified by the revaluation of financial assets and financial liabilities held at fair value through profit or loss. 

No cash flow statement has been prepared as the Company has availed of the exemption available to open-ended 
investment funds under FRS 1, not to prepare a cash flow statement. 

The information required by Financial Reporting Standard No. 3 (FRS 3) “Reporting Financial Performance” in 
respect of disclosure of a Statement of Total Recognised Gains and Losses and the Reconciliation of Movement 
in Shareholder’s Funds is in the opinion of the Directors, contained in the Profit and Loss Account and Statement 
of Changes in Net Assets Attributable to Redeemable Participating Shareholders. 

There are currently two Sub-Funds in the Polar Capital Financial Funds plc (the “Company”):- the Polar Capital 

Asian Financials Fund and the Polar Capital Financials Income Fund. The Polar Capital European Financials 

Fund was terminated on 30 August 2011. All share classes of the Sub-Funds are listed on the Irish Stock 

Exchange. 

 
Investments at fair value through profit or loss 
This category has two sub-categories: financial assets and liabilities held for trading, and those designated by 
management at fair value through profit or loss at inception. Financial assets or liabilities held for trading are 
acquired or incurred principally for the purposes of selling or repurchasing in the short term. All investments 
have been designated by management at fair value through profit or loss. 

In accordance with the provisions of the Company’s Prospectus dated 1 July 2011, listed investments and 

investments with prices quoted in over the counter markets or by market makers are stated at the last traded price 

(if last traded price is not available, last available mid price or the official closing price on the market shall be 

used instead) on the valuation day for the purpose of determining net asset value per unit for subscriptions and 

redemptions and for various fee calculations. However, the accounting policy of the Company for the purpose of 

compliance with FRS 26 and for reporting purposes is to value its investments at the relevant bid market prices 

for long investments on the Balance Sheet date.  

Regular-way purchases and sales of investments are recognised on trade-dates, the date on which the Company 
commits to purchase or sell the asset. Investments are initially recognised at fair value, and transaction costs for 
all financial assets carried at fair value through profit or loss are expensed as incurred. Investments are 
derecognised when the rights to receive cash flows from the investment have expired or the Company has 
transferred substantially all risks and rewards of ownership. Cost of investments are accounted for on an average 
cost basis. 

Gains and losses arising from changes in the fair value of investments are included in the profit and loss account 
in the year in which they arise. This also includes any foreign exchange gains and losses made during the year. 

The fair value of financial instruments traded in active markets is based on quoted market prices at the balance 

sheet date. The quoted market price used for financial instruments held by the Company is the current bid price 

for long instruments. 

 
Fair value adjustment 

Under FRS 26, financial assets and liabilities must be measured at fair value. Investment securities should be 

valued at “bid” as the most appropriate approximation of “fair value” in accordance with FRS 26 for the year end 

NAV valuation, the Investment securities in the Sub-Funds were valued at “last traded” prices as per the 

prospectus. For financial reporting purposes a bid valuation has been used for inclusion in the termination 

financial statements. This adjustment represents the difference between the Investment securities valued at “bid” 

and the Investment securities valued at “last traded” prices. 
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1. Significant accounting policies (continued) 
 
Fair value adjustment (continued) 

As at 31 December 2011, the difference between the valuation stated in the termination financial statements of 

investments and the valuation methodology indicated in the Company’s prospectus, results in a fair value 

adjustment of US$798,879 (31 December 2010: (US$361,603) to the published NAV.  

Investment income 
Interest income and expenses are recognised in the profit and loss account on an accruals basis. Dividends are 
credited to the profit and loss account on the dates on which the relevant securities are listed as “ex-dividend”. 

Investment income is shown gross of any non-recoverable withholding taxes, which is disclosed separately in the 
profit and loss account, and net of any tax credits. 

Bank interest is accounted for on an accruals basis. Interest income on fixed income securities is recognised on 
an effective yield basis. 

Redeemable participating shares 

The issued redeemable participating share capital is at all times equal to the net asset value of the Company. 

Redeemable participating shares are redeemable at the shareholder’s option and are classified as financial 

liabilities. 

 

Foreign currency 

(a) Functional and presentation currency 
The functional and presentation currency is US Dollar (“US$”) for Polar Capital Asian Financials Fund, 
(“EUR”) for Polar Capital European Financials Fund and Great British Pound (“GBP”) for Polar Capital 
Financials Income Fund. The Company has adopted US$ as its presentation currency. 

The functional currency is based on the currency of the primary economic environment in which the Company 
operates. 

(b) Transactions and balances 

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at 

the dates of the transaction. Foreign exchange gains and losses resulting from the settlement of such transactions 

and from the translation at year end exchange rates of monetary assets and liabilities denominated in foreign 

currencies are recognised in the profit and loss account. 

Proceeds from subscriptions and amounts paid on redemption of redeemable participating shares are translated at 

average rates, which approximate the rates prevailing at the dates of the transactions. Translation differences on 

non-monetary items held at fair value through profit or loss are reported as part of the fair value gain or loss. 

Transactions during the year, including purchases and sales of securities, income and expenses, are translated at 

the average rate of exchange for the year. 

Translation adjustment 

A translation adjustment arises as a result of translating the opening combined Net Asset Value at the exchange 

rate in existence at 31 December 2011. This is a notional currency movement that arises as a result of combining 

the underlying Sub-Funds. It has no impact on the Net Asset Value per share of the Sub-Funds.  

 

For the purpose of the Company’s termination financial statements all events have been shown in US$. The 

results and balances for the individual Sub-Funds are shown in the functional currency of each Sub-Fund. A 

translation adjustment is required to reconcile non US$ balances to US$ for the year to 31 December 2011. 
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1. Significant accounting policies (continued) 

 

Distribution policy 

If sufficient net income after expenses is available in respect of the Sub-Funds, it is the Directors current 

intention to make distributions in each financial year of substantially the whole of the net income (including 

interest and dividends) of the Sub-Funds. In the case of the Polar Capital Financials Income Fund, the expenses 

of the Sub-Fund are deducted from capital. It is the Directors current intention to make distributions on a 

quarterly basis of substantially the whole of the net income of the Class A1 Retail and Class B1 Institutional 

shares of the Sub-Fund. 

Proposed dividends to holders of redeemable shares are recognised in the profit and loss account when the 

Company incurs a legal or constructive obligation to pay such a distribution. Distributions on redeemable 

participating shares are recognised in the profit and loss account as finance costs. 

Cash at bank and cash equivalents 

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly liquid 

investments with original maturities of three months or less and bank overdrafts. 

 

Cash and cash equivalents comprise US$6,053,887 (31 December 2010: US$10,512,270). Cash balances are 

held with Northern Trust Fiduciary Services (Ireland) Limited, as Custodian (appointed 1 July 2011). Polar 

Capital Financials Income Fund  also held GBP £Nil with MF Global as at 31 December 2011 (31 December 

2010: £3,724). 

2. Related party fees and expenses 

 

Investment Manager’s fees 

The Investment Manager is entitled to receive in respect of each Sub-Fund a periodic investment management 

fee, which accrues daily and is payable monthly in arrears, at the annual rate of 1% of the Net Asset Value of the 

Polar Capital Asian Financials Fund and the Polar Capital European Financials Fund; 1.25% of the Net Asset 

Value of the Polar Capital Financials Income Fund Class A1 Retail and Class A2 Retail Shares; and 0.75% of the 

Net Asset Value of the Polar Capital Financials Income Fund Class B1 Institutional and Class B2 Institutional 

Shares. 

 

The Investment Manager is also entitled to receive in respect of each Sub-Fund a performance related investment 

management fee (a “Performance Fee”) which is accrued daily and payable annually (or semi-annually in respect 

of the Polar Capital Financials Income Fund) in arrears in respect of each Performance Period if the Sub-Fund 

meets certain objectives in respect of the performance of the Shares.  

 

The Performance Fee criteria are set out in the Prospectus and can be summarised as follows: 

 

Polar Capital Asian Financials Fund: 10% of the performance subject to a Highwater Mark. 

 

Polar Capital European Financials Fund: 10% of the performance over Euro LIBOR subject to a Highwater 

Mark. 

 

Polar Capital Financials Income Fund: 10% of the performance over the Dow Jones STOXX Financials Index 

(£) subject to the Highwater Mark. 

 

Where the Highwater Mark is exceeded and the above mentioned objectives met, the Performance Fee payable is 

equal to 10% of the amount by which the final Net Asset Value per share for the relevant Performance Period 

exceeds the relevant Highwater Mark and any additional objectives specified. The Performance Periods of the 

Sub-Funds comprise successive calendar years ending on 31
 
December in each relevant year in respect of the 

Polar Capital Asian Financials Fund and the Polar Capital European Financials Fund; and semi-annual periods 

ending 30 June and 31 December in respect of the Polar Capital Financials Income Fund. 
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2. Related party fees and expenses (continued) 

 

Investment Manager’s fees (continued) 

The Performance Fee payable in respect of a Performance Period for the Polar Capital European Financials Fund 

only, was capped so that the total fee payable to the Investment Manager for the Performance Period would not 

exceed an annual rate of 2% of the Net Asset Value of the Sub-Fund. 

 

Custodian fees 

The Company pays to the Custodian out of the assets of the Company an annual percentage fee based on the Net 

Asset Value of each Sub-Fund. Several rates which range from 0.01% to a maximum of 0.45% apply according 

to the markets in which the Sub-Fund invests. Therefore the maximum fee that will apply to any Sub-Fund will 

be 0.45%. The custodial services part of the Custodian’s fee is based on the value of the underlying assets of the 

Company determined on the last Dealing Day of each month, calculated and payable monthly in arrears. In 

addition, the fiduciary services part of the Custodian’s fees of 0.02 per cent per annum is based on the value of 

the underlying assets of the Company determined on the last Dealing Day of each month, accrued as at each 

Dealing Day and payable monthly in arrears subject to a minimum fee of EUR 9,000 per Sub-Fund per annum. 

The Custodian will also be entitled to receive transaction charges ranging from EUR 20 to EUR 120 and which 

are at normal commercial rates and will be entitled to be reimbursed reasonable out-of-pocket expenses incurred 

by it in the performance of its duties under the Custodian Agreement provided that payments of such expenses 

shall be subject to a maximum of EUR 5,000 per month, exclusive of all fees and customary agents charges. 

 

Administration fees 

The Company will pay to the Administrator out of the assets of the Company an annual fee (plus VAT, if any) of 

up to 0.09% of total assets subject to a minimum annual fee of EUR 45,000 per Sub-Fund. The Administrator’s 

fee is based on the value of the underlying assets of the Company determined on the last Dealing Day of each 

month, accrued as at each Dealing Day and payable monthly in arrears. In addition, the Administrator shall be 

entitled to receive remuneration for the provision of registration services and account maintenance as well as 

financial reporting services. As registrar the Administrator will also receive transaction fees of up to EUR 35 per 

transaction and register maintenance fees of EUR 150 per Sub-Fund per month. The Company shall reimburse 

the Administrator for the Shareholder transaction charges.  

 

The Administrator is entitled to be reimbursed by the Company for reasonable out-of-pocket expenses incurred 

in the performance of its duties under the Administration Agreement.  

   

Administrative service fees 

The Investment Manager is entitled to a fee for the provision of administrative services to the Company and Sub-

Funds, separate to the services provided pursuant to the Investment Management Agreement (the administrative 

service fee). The administrative services fee will not exceed US$25,000 per annum per sub-fund and may be 

allocated pro rata to the values of the net assets of all, or certain Sub-Funds on such basis as the Directors may 

consider reasonable. The administrative service fee is payable quarterly in arrears. The administrative services to 

be provided include, but are not limited to coordinating the preparation, production and distribution of annual 

and semi-annual reports; facilitating the organisation of board meetings, preparation of board papers, board 

minutes, distribution of shareholders notices, processing returned proxy forms, coordinating updating simplified 

prospectuses, liaising with lawyers for prospectus updates; ensuring relevant notices are filed with the ISE and 

ongoing compliance requirements are met. The administrative services also covers the launch and liquidation of 

sub-funds – reconstruction, liaising with Auditors, Administrator and Custodian on tax status of the Sub-Funds; 

organising Directors and Officers insurance policies, payment of invoices, managing accruals and attending to ad 

hoc matters such as taxation issues, action points from the board meetings, monitoring the Administrator and 

Custodian and following up on reported errors in consultation with the Directors.  

 

Directors’ fees 

The aggregate amount of Directors’ remuneration in any one year shall not exceed US$250,000 plus expenses or 

such higher amount as may be approved by the Company in the annual general meeting. 
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3. Creditors 

 
31 December 2011        

 Polar  Polar   Polar 

Capital 

Financials 

  

Capital 

Asian 

Capital 

European 

 Financials  Financials  Income  Total 

 Fund  Fund  Fund  31-Dec-11 

 US$  €  £   US$  
Investment Manager’s fees payable 47,944  -  35,563  103,212 
Administration fees payable 34,734  8,723  22,140  80,466 
Directors’ fees payable 17,922  70  14,291  40,223 
Audit fees payable 17,711  2,367  14,122  42,731 
Custodian fees payable 6,544  1,503  4,140  14,929 
Legal fees payable 3,052  4,615  1,311  11,080 
CGT taxes payable  492,683  -                           -                           492,683 
Other expenses payable 60,690  1,780  87,254  198,602 

  681,280   19,058   178,821   983,926 

         
31 December 2010 Polar  Polar       

 Capital 

Asian 

 Capital 

European 

 Polar Capital 

Financials 

   

 Financials  Financials  Income  Total  

 Fund  Fund  Fund  31-Dec-10  

 US$  €  £   US$   
Investment Manager’s fees payable 
Performance fees payable 

57,883 
143,624 

 19,902 
- 

 23,362 
542,889 

 121,160 
993,613 

 

Administration fees payable 29,107  21,646       18,846  87,653  

Directors’ fees payable 11,686  8,785  7,490  35,198  
Audit fees payable 11,991  9,003  7,680  36,093  
Custodian fees payable 30,009  11,397  8,734  58,973  
Legal fees payable 3,996  2,978  2,541  11,940  
CGT taxes payable  549,922  -  49,402  627,270  
Other expenses payable 15,045  11,011  6,007  39,222  

 853,233            84,722  666,951  2,011,122  

 

4. Distributions 

 

Polar Capital Asian Financials Fund: In relation to the year end 31 December 2011 a dividend of US$1.56 was 

declared for the Polar Capital Asian Financials Fund on the 3 January 2012 and was paid on 14 March 2012. (A 

dividend of US$1.77 was declared for the Polar Capital Asian Financials Fund on the 5 January 2011 in respect 

of the year ended 31 December 2010 and was paid on 31 March 2011). Total amount paid for the year ended 

2011 was  $494,658 (2010: $185,054). 

 

Polar Capital European Financials Fund: In relation to the year end 31 December 2011 a dividend of €0.36 per 

share was declared for the Polar Capital European Financials Fund on the 5 January 2011 and was paid on the 31 

March 2011. Total amount paid for the year ended 2011 was  €290,257 (2010: €430,169). No dividend was 

declared in 2012 in respect of the year ended 31 December 2011. 

 

Polar Capital Financials Income Fund: In relation to the year end 31 December 2011 a dividend of £0.015 per 

share was declared on the 3 January 2012 for the Polar Capital Financials Income Fund Class A1 Retail and 

Class B1 Institutional in respect of the quarter ended 31 December 2011 and was paid on 31 January 2012. (A 

dividend of £0.015 per share was declared on the 5 January 2011 for the Polar Capital Financials Income Fund in 

respect of the quarter ended 31 December 2010 and was paid on 31 January 2011). A dividend of £0.015 per 

share was declared on 3 October 2011 for the Polar Capital Financials Income Fund Class A1 Retail and Class 

B1 Institutional in respect of the quarter ended 30 September 2011 and was paid on 28 October 2011. (A 

dividend of  £0.015 per share was declared on 2 October 2010 in respect of the quarter ended 30 September 

2010 and was paid on 29 October 2010). A dividend of £0.015 per share was declared on 1 July 2011 for the 

Polar Capital Financials Income Fund Class A1 Retail and Class B1 Institutional in respect of the quarter ended 

30 June 2011 and was paid on 29 July 2011. (A dividend of £0.015 per share was declared on 2 July 2010 in 

respect of the quarter ended 30 June 2010 and was paid on 30 July 2010). 
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4. Distributions (continued) 

 

Polar Capital Financials Income Fund (continued): 

A dividend of £0.0130 per share was declared on 1 April 2011 for the Polar Capital Financials Income Fund 

Class A1 Retail and Class B1 Institutional in respect of the quarter ended 31 March 2011 and was paid on 29 

April 2011 (A dividend of £0.0125 per share was declared on 2 April 2010 in respect of the quarter ended 31 

March 2010 and was paid on 30 April 2010). Total amount paid for the year ended 31 December 2011 was 

£1,221,856 (2009: £607,742).  

 

5. Share capital 

 

Authorised share capital 

The authorised share capital of the Company is 500,000,000,000 shares of no par value. 

 

Subject to the exceptions set out in the sections of this Prospectus entitled “Redeeming Shares: Compulsory 

Redemption” and “Transfer of Shares/Death of Shareholders”, the Shares issued by the Company are freely 

transferable and entitled to participate equally in the profits and dividends of the relevant Fund and in its assets 

upon liquidation. The Shares, which are of no par value and which must be fully paid upon issue, carry no 

preferential or pre-emptive rights and are entitled to one vote each at all meetings of the relevant class of 

Shareholders. All Shares of each Fund will rank pari passu. 

 

Redeemable participating shares 

The movement in redeemable participating shares during the year was as follows: 

 
As at 31 December 2011 Polar Capital  Polar Capital  Polar Capital  

 Asian  European  Financials Income 

 Financials  Financials  Fund 

 Fund  Fund   Class A1 
Numbers of shares at beginning of year 279,633  806,270  662,758 
Number of shares issued 2,314  -  41,149 
Number of shares redeemed (46,996)  (806,270)  (98,683) 

Number of shares at end of year 234,951  -  605,224 

      

 Polar Capital 

Financials 

 Polar Capital 

Financials 

 Polar Capital 

Financials 

 Income  Income  Income 

 Fund  Fund  Fund 

 Class A2  Class B1  Class B2 
Numbers of shares at beginning of year 287,789  19,525,223  14,490,073 
Number of shares issued 2,207  1,885,505  6,659,531 
Number of shares redeemed (31,087)  (41,500)  - 

Number of shares at end of year 258,909  21,369,228  21,149,604 

 
As at 31 December 2010  

Polar Capital 

  

Polar Capital 

 Polar Capital 

Financials 

 Asian  European  Income 

 Financials  Financials  Fund 

 Fund  Fund   Class A1 
Numbers of shares at beginning of year/period 258,216  1,000,393  604,869 
Number of shares issued 46,102           2,191  122,939 
Number of shares redeemed (24,685)  (196,314)  (65,050) 

Number of shares at end of year/period 279,633  806,270  662,758 

      

 Polar Capital 

Financials 

 Polar Capital 

Financials 

 Polar Capital 

Financials 

 Income  Income  Income 

 Fund  Fund  Fund 

 Class A2  Class B1  Class B2 
Numbers of shares at beginning of year/period 208,487  4,429,826  9,750,000 
Number of shares issued 113,410         15,686,223            4,740,073 
Number of shares redeemed (34,108)  (590,826)  - 

Number of shares at end of year/period 287,789  19,525,223  14,490,073 
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6. Net asset value and net asset value per share 

  
Published NAV Net asset value Shares in issue Net asset 

value 

As at 31 December 2011   per share 

    

Polar Capital Asian Financials Fund US$50,379,642 234,951 US$214.43 
Polar Capital European Financials Fund €Nil Nil €Nil 
Polar Capital Financials Income Fund Class A1 £545,491 605,224 £0.9013 
Polar Capital Financials Income Fund Class A2 £261,439 258,909 £1.0098 
Polar Capital Financials Income Fund Class B1 £19,511,632 21,369,228 £0.9131 
Polar Capital Financials Income Fund Class B2 £21,591,165 21,149,604 £1.0209 

 
Published NAV  Net asset value Shares in issue Net asset 

value 

As at 31 December 2010   per share 

    

Polar Capital Asian Financials Fund US$70,249,860 279,633 US$251.22 
Polar Capital European Financials Fund €22,893,774 806,270 €28.39 
Polar Capital Financials Income Fund Class A1 £683,091 662,758 £1.0307 
Polar Capital Financials Income Fund Class A2 £313,449 287,789 £1.0892 
Polar Capital Financials Income Fund Class B1 £20,274,321 19,525,223 £1.0384 
Polar Capital Financials Income Fund Class B2 £15,876,599 14,490,073 £1.0957 

 

 
Published NAV  Net asset value Shares in issue Net asset 

value 

As at 31 December 2009   per share 

    

Polar Capital Asian Financials Fund US$56,800,176 258,216 US$219.97 
Polar Capital European Financials Fund €27,175,323 1,000,393 €27.16 
Polar Capital Financials Income Fund Class A1 £597,942 604,869 £0.9885 
Polar Capital Financials Income Fund Class A2 £206,101 208,487 £0.9886 
Polar Capital Financials Income Fund Class B1 £4,383,741 4,429,826 £0.9896 
Polar Capital Financials Income Fund Class B2 £9,648,454 9,750,000 £0.9896 

 

7. Taxation 

 

The company qualifies as an investment undertaking as defined in Section 739B of the Taxes Consolidation 

Acts, 1997 as amended. It is not chargeable to Irish tax on its income and gains. 

 

However, tax may arise on the happening of a chargeable event. A chargeable event includes any distribution 

payments to shareholders or any encashment, redemptions, cancellations or transfer of shares and the holding of 

shares at the end of each eight year period beginning with the acquisition of such shares. No tax will arise on the 

Company in respect of chargeable events in respect of:- 

 

(i) a shareholder who is not an Irish resident  and not ordinarily resident in Ireland for tax 

purposes, at the time of the chargeable event, provided appropriate valid declarations in 

accordance with the provision of the Taxes Consolidation Act, 1997 as amended, are held by 

the Company; and 

(ii) certain exempted Irish resident shareholders that have provided the Company with the necessary 

signed statutory declarations. 

 

Dividends and interest (if any) received on investments made by the Company may be subject to withholding 

taxes imposed in the country from which the investment income/gains are received and such taxes may not be 

recoverable by the Company or its shareholders. Capital gains (if any) generated on investments made by the 

Company may be subject to capital gains tax. The Company has included a provision for capital gains tax of 

US$492,683 (2010: US$627,270) at the year end.  
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8. Soft commission arrangements 

 

There were no soft commission arrangements affecting the Company during the year ended 31 December 2011 

and 31 December 2010.  

 

Certain third party research services are paid for via Commission Sharing Arrangements (“CSAs”).  Under the 

CSA agreement, all listed equities traded with the respective CSA counterparty contribute to the advisory 

balance.  These arrangements are in place with UBS, Morgan Stanley, Credit Suisse, Barclays, Goldman Sachs, 

Instinet and Merrill Lynch. Each fund receives services proportionate to the amount their trading contributes 

towards the overall balance. 

 

9. Exchange rates 

Exchange rates used as of 31 December 2011 and 2010 were as follows: 
        

 2011   2011   2011 

EUR/USD 1.2982  CHF/EUR 1.2139  CHF/GBP 1.4532 

GBP/USD 1.5541  GBP/EUR 0.8353  EUR/GBP 1.1972 

HKD/USD 7.7666  NOK/EUR 7.7473  HKD/GBP 12.0701 

IDR/USD 9,067.5000  SEK/EUR 8.8992  MYR/GBP 4.9265 

INR/USD 53.1050  USD/EUR 1.2982  NOK/GBP 9.2748 

KRW/USD 1,152.0000     SGD/GBP 2.0151 

MYR/USD 3.1700     THB/GBP 49.0319 

PHP/USD 43.8550     TWD/GBP 47.0566 

PKR/USD 89.9100     USD/GBP 1.5541 

SGD/USD 1.2967       

THB/USD 31.5500       

TWD/USD 30.2790       

        

 

        

 2010   2010   2010 

EUR/USD 1.3415  CHF/EUR 1.2504  CHF/GBP 1.4594 

GBP/USD 1.5657  CZK/EUR 25.09  EUR/GBP 0.8568 

HKD/USD 7.7736  GBP/EUR 0.8568  HKD/GBP 12.1710 

IDR/USD 9,010.000  NOK/EUR 7.7977  KRW/GBP 1,776.8864 

INR/USD 44.7150  PLN/EUR 3.9636  MYR/GBP 4.8277 

KRW/USD 1,134.9000  SEK/EUR 9.019  NOK/GBP 9.1005 

MYR/USD 3.08348  TRY/EUR 2.0646  SGD/GBP 2.0057 

PHP/USD 43.8099  USD/EUR 1.3415  THB/GBP 47.1974 

PKR/USD 85.6450     TWD/GBP 45.6496 

SGD/USD 1.2810     USD/GBP 1.5657 

THB/USD 30.1450       

TWD/USD 29.1565       
        

10. Cross liability 
 
The Company has segregated liability between its Sub-Funds and accordingly any liability incurred on behalf of 
or attributable to any Sub-Fund shall be discharged solely out of the assets of that Sub-Fund.  
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11. Derivatives and other financial instruments 
 
The Company’s assets are invested in the shares of banking, insurance and other financial companies in the 
individual markets of the Sub-Funds with an objective of achieving capital growth for shareholders. 
 
The financial risks, identified by FRS 29, and the Directors’ approach to the supervision of these risks are as 
follows and have not changed from the previous accounting. 
 

Market risk 

Market risk is the risk that the fair value of future cash flows of a financial instrument held by the Company may 

fluctuate because of changes in market prices. Market risk comprises three elements: price risk, currency risk and 

interest rate risk. The Investment Manager assesses the exposure to market risk on the whole of the investment 

portfolios on a regular basis and reports to the Board of Directors on a quarterly basis. 

 

There were no material changes to the Company’s policies and processes for managing market risk or in the 

methods used to measure market risk since the prior year end. 

 

Price risk 

Price risk is the risk that changes in market prices may affect the value of the investments. 

 

Management of the risk 

The Company’s assets consist principally of quoted equities and fixed income securities, the values of which are 

determined by market forces. The Investment Manager contains the price risk of individual holdings by investing 

in a diversified portfolio in accordance with the investment objectives of the Company. The focus of the 

portfolios is investment in the undervalued shares of well managed financial companies with strong balance 

sheets, which are able to sustain earnings growth in a variety of economic conditions.  

 

Diversification is achieved both through holding a variety of stocks but also through diversifying specific country 

risk and industry risk (through investment in a variety of financial sectors). The Investment Manager operates 

within the investment limits and guidelines set out by the Open Ended Investment Company (“OEIC”) and 

detailed in the prospectus. Furthermore, not more than 10% of the net asset value of the Sub-Funds can be 

invested in and/or exposed to the securities of a single issuer.  

 

The Investment Manager reviews the portfolios daily and monitors the individual companies in the portfolios 

closely. Monitoring is undertaken through reviewing financial statements, meetings with managements of the 

companies held as investments and monitoring news flows on the investments. The Investment Manager 

monitors price risk on an ongoing basis in accordance with Company policy and reports to the Board quarterly. 
 

At 31 December 2011, the Company’s market risk is affected by two main components: changes in actual market 

prices and foreign currency movements. 
 

At 31 December 2011, and 31 December 2010, the overall market exposures were as follows: 

 
As at 31 

December 2011 

Polar Capital Asian 

Financials Fund 

Polar Capital European 

Financials Fund 

Polar Capital Financials 

Income Fund 
  

Fair value  

(US$) 

 

% of net  

assets 

 

Fair value  

(€) 

 

% of net  

assets 

 

Fair value  

(£) 

 

% of net  

assets 
Securities 
designated at 
fair value 
through profit or 
loss 

 
 
 
 
48,457,881 

 
 
 
 

96.19 

 
 
 
 

N/A 

 
 
 
 

N/A 

 
 
 
 

37,886,708 

 
 
 
 

90.40 

Total 48,457,881 96.19 N/A N/A 37,886,708 90.40 
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11. Derivatives and other financial instruments (continued) 
 

Price risk (continued) 

 

Management of the risk (continued) 

 
As at 31 

December 2010 

Polar Capital Asian 

Financials Fund 

Polar Capital European 

Financials Fund 

Polar Capital Financials 

Income Fund 
  

Fair value  

(US$) 

 

% of net  

assets 

 

Fair value  

(€) 

 

% of net  

assets 

 

Fair value  

(£) 

 

% of net  

assets 
Securities 
designated at 
fair value 
through profit or 
loss 

 
 
 
 

67,133,069 

 
 
 
 

95.75 

 
 
 
 

21,357,262 

 
 
 
 

93.35 

 
 
 
 

33,722,850 

 
 
 
 

91.10 

Total 67,133,069 95.75 21,357,262 93.35 33,722,850 91.10 

 

On a monthly basis, the Investment Manager monitors the performance of the investments of the Sub-Funds 

relative to their respective benchmarks below. These are used to monitor performance in view of some 

similarities in the investment make-ups, rather than as a tracking mechanism for the Sub-Fund. 

 

Fund Benchmark 

Polar Capital Asian Financials Fund Datastream Asia ex Japan Financials Index ($) 

Polar Capital European Financials Fund Datastream European Financials Index (€) 

Polar Capital Financials Income Fund Dow Jones STOXX Financial Index (£) 

 

 

The historical Beta is the quantitative measure of the volatility of portfolio investments relative to the benchmark 

index. A beta above 1 is more volatile than the overall market, while a beta below 1 is less volatile. 

 

From 1 January 2011 to 31 December 2011 the Polar Capital Asian Financials Fund had a beta of 0.76 relative 

to the Datastream Far Eastern Financials Index (from 1 January 2010 to 31 December 2010, a beta of 0.96).  

 

The Polar Capital European Financials Fund was terminated on 30 August 2011. From 1 January 2010 to 31 

December 2010 Polar Capital European Financials Fund had a beta of  0.86. relative to the Datastream European 

Financials Index. 
  

From 1 January 2011 to 31 December 2011 the Polar Capital Financials Income Fund had a beta of 0.19 relative 

to the Dow Jones STOXX Financial Index (in GBP). (from 1 January 2010 to 31 December 2010, a beta of 

0.31).  

 

A 10% increase in the benchmark of the portfolio at 31 December 2011 would have increased the net assets 

attributable to holders of shares of the Polar Capital Asian Financials Fund by approximately $3,682,799 (31 

December 2010: $6,444,780) and the Polar Capital Financials Income Fund by approximately £719,847 (31 

December 2010: £1,047,002). An equal change in the opposite direction would have decreased net assets by an 

equal but opposite amount. It should be noted that neither of the Sub-Funds held derivative instruments in the 

period under review. 

 

Some limitations of sensitivity analysis are;   

 

-  the models are based on historical data and cannot take account of the fact that future market price 

 movements, correlations between markets and levels of market liquidity in conditions of market stress 

 may bear no relation to historical patterns;   

-  the market price risk information is a relative estimate of risk rather than a precise and accurate 

 number;  

-  the market price information represents a hypothetical outcome and is not intended to be predictive;  and   

-  future market conditions could vary significantly from those experienced in the past. 
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NOTE TO THE TERMINATION FINANCIAL STATEMENTS for the year ended 31 December 2011 

 

11. Derivatives and other financial instruments (continued) 
 

Currency risk 

Currency risk is the risk that the fair value of future cash flows of a financial instrument may fluctuate because of 

changes in foreign exchange rates. Certain of the Company’s assets, liabilities and income are denominated in 

currencies other than the functional currency of the Sub-Funds. As a result, movements in exchange rates may 

affect the value of those items. 

 

Management of the risk  

The Company holds assets and liabilities denominated in currencies other than US$, the functional currency. It is 

therefore exposed to currency risk, as the value of assets and liabilities denominated in other currencies will 

fluctuate due to changes in exchange rates. Monetary items are units of currency held and assets and liabilities to 

be received or paid in a fixed or determinable number of units of currency. Monetary assets and liabilities 

include cash and cash equivalents, marketable debt securities, trade receivables and payables including due 

to/from brokers, and monies due to/from brokers.  

 

All assets and liabilities that do not meet the definition of monetary items are classified as non-monetary. 

Marketable equity investments and fixed income securities are considered non-monetary assets. The currency 

risk associated with equities and fixed income securities is included in Market Risk. Once paid in or 

accumulated, all elements of net assets attributable to holders of redeemable participating shares are non-

monetary. 

 

The Investment Manager monitors the Company’s exposure to foreign currencies on a regular basis. This is 

primarily undertaken through monitoring the country exposure of the portfolio rather than using instruments 

which actively manage exchange rate risk. 

 

The Investment Manager regularly monitors general country economic performance measures, which can have 

an impact in exchange rate movements. In addition, valuation measures used by the Investment Manager include 

country risk which further assesses country risk within the investment portfolio. 

 

All uninvested cash balances are maintained in US$ in the Polar Capital Asian Financials Fund, Euro in the Polar 

Capital European Financials Fund and GBP in the Polar Capital Financials Income Fund. Income denominated in 

foreign currencies is converted to the base currency of each Sub-Fund.  

 

In accordance with Company policy, the Investment Manager reports to the Board quarterly. 

 

Polar Capital Asian Financials Fund  

The functional currency (US$) equivalents of the financial assets and liabilities held in currencies other than US$ 

at 31 December 2011 were as follows: 

 
    Cash and amounts 

due from brokers 

(US$) 

Financial assets at 

fair value through 

profit or loss (US$) 

Other 

assets/liabilities 

(US$) 

Total assets 

(US$) 

HKD   - 16,681,179 - 16,681,179 
INR   - 3,287,890 - 3,287,890 
IDR   - 4,276,679 - 4,276,679 
KRW   - 7,265,337 - 7,265,337 
MYR   - 3,022,428 - 3,022,428 
PHP   - 4,450,266 - 4,450,266 
PKR   - 1,050,931 - 1,050,931 
SGD    2,907,661             (180) 2,907,481 
THB   - 3,840,269 - 3,840,269 
TWD   1,757,748 913,476 - 2,671,224 

Total   1,757,748 47,696,116              (180) 49,453,684 
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NOTE TO THE TERMINATION FINANCIAL STATEMENTS for the year ended 31 December 2011 

 

11. Derivatives and other financial instruments (continued) 
 

Currency risk (continued) 
 

Management of the risk (continued) 

 

Polar Capital Asian Financials Fund (continued)  

 

The functional currency (US$) equivalents of the financial assets and liabilities held in currencies other than US$ 

at 31 December 2010 were as follows: 

 
  Cash and amounts 

due from brokers 

(US$) 

Financial assets at 

fair value through 

profit or loss (US$) 

Other 

assets/liabilities 

(US$) 
Total assets 

(US$) 

EUR  (695) - (78,679) (79,374) 

GBP  (1) - (5,787) (5,788) 

HKD  (484) 29,765,030 - 29,764,546 

INR  - 4,436,522 - 4,436,522 

IDR  - 3,373,784 - 3,373,784 

KRW  - 6,359,128 - 6,359,128 

MYR  - 3,833,919 - 3,833,919 

PHP  - 1,564,940 - 1,564,940 

PKR  - 1,227,382 16,113 1,243,495 

SGD  - 5,423,608 - 5,423,608 

THB  - 4,496,475 - 4,496,475 

TWD  146,388 4,982,799 - 5,129,187 

Total   145,208 65,463,587 (68,353) 65,540,442 

 

Exchange rate sensitivity 

In the event that the US$ had strengthened by 10 per cent in relation to all other currencies, with all other 

variables held constant, the decrease in Net Assets attributable to holders of redeemable shares for the year 

ended 31 December 2011 would been $4,945,368 (2010: $6,550,699) (net of fees). A 10 per cent weakening of 

the US$ against the above currencies would have resulted in an equal but opposite effect on the above 

termination financial statement amounts on the basis that all other variables remained constant. This is not a true 

perspective of market moves, but rather an estimate for information purposes only. 

 

Polar Capital European Financials Fund 

There is no currency risk as at 31 December 2011 as the Sub-Fund only holds assets and liabilities denominated 

in it’s functional currency. 

 

The functional currency (Euro) equivalents of the financial assets and liabilities held in currencies other than the  

Euro at 31 December 2010 were as follows: 

 
  Cash and amounts 

due from brokers (€) 

Financial assets at 

fair value through 

profit or loss (€) 

Other 

assets/liabilities 

(€) 

 

 

Total assets (€) 

CHF  - 2,280,997 - 2,280,997 

CZK  (37) 288,125 - 288,088 

GBP  (103) 9,174,321 2,565 9,176,783 

NOK  - 1,606,837 - 1,606,837 

PLN  (1) 438,067 - 438,066 

SEK  - 471,784 - 471,784 

TRY  (394) 1,967,801 - 1,967,407 

USD  (1,560) - 128,995 127,435 

Total  (2,095) 16,227,932 131,560 16,357,397 
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NOTE TO THE TERMINATION FINANCIAL STATEMENTS for the year ended 31 December 2011 

 

11. Derivatives and other financial instruments (continued) 

 

Currency risk (continued) 

 

Management of the risk (continued) 

 

Polar Capital European Financials Fund (continued) 

 

Exchange rate sensitivity 

In the event that the Euro had strengthened by 10 per cent in relation to all other currencies, with all other 

variables held constant, the decrease in Net Assets attributable to holders of redeemable shares for the year 

ended 31 December 2011 would have been Nil (2010: €1,638,799) (net of fees). A 10 per cent weakening of the 

Euro against the above currencies would have resulted in an equal but opposite effect on the above termination 

financial statement amounts shown above, on the basis that all other variables remained constant. This is not a 

true perspective of market moves, but rather an estimate for information purposes only. 

 

Polar Capital Financials Income Fund 

The functional currency GBP equivalents of the financial assets and liabilities held in currencies other than GBP 

at 31 December 2011 were as follows: 

 
    Cash and amounts 

due from brokers (£) 

Financial assets at 

fair value through 

profit or loss (£) 

 

Other 

assets/liabilities (£) 

 

 

Total assets (£) 

CHF   - 420,991 - 420,991 

EUR   - 4,230,746 - 4,230,746 

HKD   - 1,825,805 - 1,825,805 

MYR   - 483,038 - 483,038 

NOK   - 583,935 - 583,935 

SGD   - 1,157,646 - 1,157,646 

THB   - 501,715 - 501,715 

USD   34,991 6,885,827             (15,124) 6,905,694 

Total   34,991 16,089,703             (15,124) 16,109,570 

            

 

The functional currency GBP equivalents of the financial assets and liabilities held in currencies other than GBP 

at 31 December 2010 were as follows: 

 
  Cash and amounts 

due from brokers (£) 

Financial assets at 

fair value through 

profit or loss (£) 

 

Other 

assets/liabilities (£) 

 

 

Total assets (£) 

CHF  (49) 592,384 - 592,335 

EUR  (87,610) 3,877,886 (40,131) 3,750,145 

HKD  (635) 2,634,385 - 2,633,750 

KRW  - 265,633 - 265,633 

MYR  - 426,104 - 426,104 

NOK  (40) 956,817 - 956,777 

SGD  (161) 1,024,321 - 1,024,160 

THB  (462) 474,868 - 474,406 

TWD  23,304 925,068 - 948,372 

USD  (35,800) 5,940,891 113,183 6,018,274 

Total  (101,453) 17,118,357                 73,052  17,089,956 
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NOTE TO THE TERMINATION FINANCIAL STATEMENTS for the year ended 31 December 2011 

 

11. Derivatives and other financial instruments (continued) 

 

Currency risk (continued) 

 

Management of the risk (continued) 

 

Polar Capital Financials Income Fund (continued) 

 

Exchange rate sensitivity 

In the event that GBP had strengthened by 10 per cent in relation to all other currencies, with all other variables 

held constant, the decrease in Net Assets attributable to holders of redeemable shares for the year ended 31 

December 2011 would have been £1,610,957 (2010: £1,727,509) (net of fees). A 10 per cent weakening of GBP 

against the above currencies would have resulted in an equal but opposite effect on the above financial statement 

amounts shown above, on the basis that all other variables remained constant. This is not a true perspective of 

market moves, but rather an estimate for information purposes only. 

 

Interest rate risk  

Interest rate risk is the risk that income and capital values may be affected by interest rate movements. 

 

Management of the risk 

Certain amount of the Company’s net assets are held in fixed interest instruments, the value of which are 

correlated to movements in interest rates. The Polar Capital Asian Financials Fund has minimal exposure to 

movements in interest rates through the cash holdings at the year end. At the year end 31 December 2011 and 

2010 a movement of 0.25% in interest rates would not have a material effect on the Polar Capital Asian 

Financials Fund. The Investment Manager monitors the Company’s exposure on a regular basis.  

 

The only Sub-Fund which invests in interest bearing securities is the Polar Capital Financials Income Fund and 

as such its net asset value is exposed to change in interest rates. The risk being that they will rise, causing the 

value of the portfolio to decline. The portfolio consists of a variety of positions with varying maturity dates; in 

general the longer the period to maturity of the portfolio, the greater the risk that the net asset value will decline 

as a result of an increase in interest rates. The Investment Manager regularly monitors the portfolio and 

particularly the spread of maturity dates and portfolio balances to achieve the investment objective in line with 

change in interest rates.  

 

As part of its monitoring process the Investment Manager, when looking at individual bonds and the portfolio as 

a whole, will consider their sensitivity to changes in interest rates. This will include taking into account their 

position in the capital structure, whether they have fixed maturities or are perpetual, and whether they have call 

dates. If they have call dates, the terms if not called will be looked at, whether fixed or floating, and what margin 

over LIBOR that the bond will yield if not called. The Investment Manager will also compare the yield on 

corporate bonds relative to government bonds and the impact that this may have in increasing or reducing the 

sensitivity of the portfolio to moves in interest rates.  

 

Polar Capital Financials Income Fund 

 
31 December 2011 Less than 

1 month 

(£) 

1 months – 

1 year (£) 

Greater than 

1 year (£) 

Non Interest 

bearing (£) 

Total 

(£) 

 
Financial Assets at fair value 
through profit or loss 

 
 

- 

 
 

227,147 

 
 

20,454,263 

 
 

17,205,298 

 
 

37,886,708 

Subscriptions receivable - - - 1,000,909 1,000,909 

Receivable for securities sold - - - 263 263 

Cash at bank  2,102,495 - - - 2,102,495 

Other debtors - - 638,479 29,878 668,357 

Fees and Expenses - - - (178,821) (178,821) 

      

Total 2,102,495 227,147 21,092,742 18,057,527 41,479,911 



POLAR CAPITAL FINANCIAL FUNDS PLC 
 

44 

 

 

NOTE TO THE TERMINATION FINANCIAL STATEMENTS for the year ended 31 December 2011 

 

11. Derivatives and other financial instruments (continued) 

 

Interest rate risk (continued)  

 

Management of the risk (continued) 

 

Polar Capital Financials Income Fund (continued) 

 
31 December 2010 Less than 1 

month (£) 

1 months – 

1 year (£) 

Greater than 

1 year (£) 

Non Interest 

bearing (£) 

Total 

 

(£) 

 
Financial Assets at fair 
value through profit or loss 

 
 

- 

 
 

- 

 
 

14,997,814 

 
 

18,725,036 

 
 

33,722,850 

Cash at bank  3,157,802 - - - 3,157,802 

Other debtors - - 346,704 458,541 805,245 

Fees and Expenses - - - (666,951) (666,951) 

      

Total 3,157,802 - 15,344,518 18,516,626 37,018,946 

 

As at 31 December 2011 should interest rates have fallen by 0.25%, with all other variables remaining constant, 

assuming an average yield of 9.4% (2010: 8.0%) and an average duration of 4.42 years (2010: 4.67 years), the 

increase in net assets attributable to the holders of redeemable shares for the period would amount to 

approximately £235,942 (2010: £178,335). An equal change in interest rates in the opposite direction would 

have decreased net assets attributable to the holders of redeemable shares for the period by an equal but opposite 

amount. 

 

Credit risk 

Credit risk is primarily the risk of failure of a counterparty to a transaction failing to discharge its obligations to 

settle a trade. The Company also has cash holdings and consequently has a credit risk in relation to the custodian  

of counterparty cash holdings.  

 

Management of the risk 

There were no material changes to the Company’s policies and processes for monitoring credit risk. 

 

The majority of transactions are settled and paid for, upon delivery of stock and by using approved and reputable 

brokers. The Company pays a broker for a purchase once the securities have been received by the custodian. The 

Company could also transact on a free basis (free delivery/receipt of cash/securities). In some markets, although 

the transaction may show as delivery versus payment, in fact the cash needs to settle before the security side. 

Free transactions should be advised to, and approved by, the Custodian. The risk of default is considered 

minimal, as the majority of securities are only delivered to the broker once the broker has made payment. 

 

All cash balances are held with Northern Trust (Guernsey) Limited, which is a 100% indirect wholly owned 

subsidiary of the Northern Trust Corporation which has an S&P credit rating of A+.  

 

Substantially all of the cash assets are held with the Northern Trust (Guernsey) Limited (NTGL). Cash deposited 

with NTGL is deposited as banker and is held on its Balance Sheet. Accordingly, in accordance with usual 

banking practice, NTGL’s liability to the Fund in respect of such cash deposits shall be that of debtor and the 

Fund will rank as a general creditor of NTGL. The financial assets are held with the Custodian, Northern Trust 

Fiduciary Services (Ireland) Limited. These assets are held distinct and separately from the proprietary assets of 

the Custodian. Securities are clearly recorded to ensure they are held on behalf of the Fund. Bankruptcy or 

insolvency of the Custodian and or one of its agents or affiliates may cause the Fund’s rights with respect to the 

securities held by the Custodian to be delayed or limited.  

Both Northern Trust Fiduciary Services (Ireland) Limited and the Northern Trust (Guernsey) Limited are wholly 

owned subsidiaries of Northern Trust Corporation. As at 31 December 2011 Northern Trust Corporation had a 

long term rating from Standard & Poor’s of A+. 
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NOTE TO THE TERMINATION FINANCIAL STATEMENTS for the year ended 31 December 2011 

 

11. Derivatives and other financial instruments (continued) 

 

Credit risk (continued) 

The Custodian is authorised to delegate, in whole or in part, its safekeeping duties for the securities, cash and 

other authorised assets to a sub custodian. The Custodian acts with normal commercial care in the selection of 

sub-custodians.   

 

Liquidity risk 

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with 

financial liabilities. The Sub-Funds are exposed to daily cash redemptions and are therefore exposed to the 

liquidity risk of meeting shareholder redemptions at any time. At 31 December 2011 and 2010, substantially all 

liabilities of the Sub-Funds were payable on demand within 1 to 3 months.    

 

Management of the risk 

The Company invests the majority of its assets (with the exception of cash holdings) in equities and fixed income 

securities that are traded in an active market most of which can be readily disposed of with daily trading. Prior to 

any investments being undertaken, the Investment Manager assesses the liquidity of the investments (in terms of 

the daily volumes of shares or bonds traded) and the ease with which these investments can be sold or purchased 

(relative to the size of the investment held by the Company). Cash holdings pose very limited liquidity risks.  

 

There were no material changes to the Company’s policies and processes for monitoring the liquidity risk. 

 
12. Fair Value of Financial Instruments 
 
The fair value hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical 
assets or liabilities (level 1 measurements) and the lowest priority to unobservable inputs (level 3 measurements). 
The three levels of the fair value hierarchy under FRS 29 are as follows:  
 
In determining an instrument's placement within the hierarchy, the Directors separate the Company's investment 
portfolio into fair value hierarchy. Each of these categories can further be divided between those held long or 
sold short. 
 
• Level 1 Inputs that reflect unadjusted quoted prices in active markets for identical assets or liabilities that the 
Company has the ability to access at the measurement date. Investments whose values are based on quoted 
market prices in active markets, and are therefore classified within level 1, include active listed equities and fixed 
income securities. The Directors do not adjust the quoted price for such instruments, even in situations where the 
Sub-Funds hold a large position and a sale could reasonably impact the quoted price. 
 
• Level 2 Inputs other than quoted prices that are observable for the asset or liability either directly or indirectly, 
including inputs in markets that are not considered to be active. Investments that trade in markets that are not 
considered to be active, but are valued based on quoted market prices, dealer quotations or alternative pricing 
sources supported by observable inputs are classified within level 2. As level 2 investments include positions that 
are not traded in active markets and/or are subject to transfer restrictions, valuations may be adjusted to reflect 
illiquidity and/or non-transferability, which are generally based on available market information.   
 
• Level 3 Inputs that are unobservable. Valuation requires inputs that are both significant to the fair value 
measurement and unobservable. 
 

      Assets at Fair Value as of 31 December 2011 

      Level 1 Level 2 Level 3 Total 

      US$ US$ US$ US$ 

Polar Capital Asian Financials 

Fund         

Financial assets held for trading 48,457,881 - - 48,457,881 
            

 48,457,881 - - 48,457,881 
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NOTE TO THE TERMINATION FINANCIAL STATEMENTS for the year ended 31 December 2011 
 
12. Fair Value of Financial Instruments (continued) 
 

      Assets at Fair Value as of 31 December 2010 

      Level 1 Level 2 Level 3 Total 

      US$ US$ US$ US$ 

Polar Capital Asian Financials 

Fund         

Financial assets held for trading 67,133,069 - - 67,133,069 
            

 67,133,069 - - 67,133,069 

 
Polar Capital European Financials 

Fund         

No investments held as at 31 December 2011.   

 

      Assets at Fair Value as of 31 December 2010 

      Level 1 Level 2 Level 3 Total 

      € € € € 

Polar Capital European Financials 

Fund         

Financial assets held for trading 21,357,262 - - 21,357,262 
            

 21,357,262 - - 21,357,262 

 

      Assets at Fair Value as of 31 December 2011 

      Level 1 Level 2 Level 3 Total 

      £ £ £ £ 

Polar Capital Financials Income 

Fund         

Financial assets held for trading 37,886,708 - - 37,886,708 
            

 37,886,708 - - 37,886,708 

 

      Assets at Fair Value as of 31 December 2010 

      Level 1 Level 2 Level 3 Total 

      £ £ £ £ 

Polar Capital Financials Income 

Fund         

Financial assets held for trading 33,722,850 - - 33,722,850 
            

 33,722,850 - - 33,722,850 

 
There were no transfers between level 1 and level 2 for any Sub-Fund during the financial year. 
 
13. Dilution levy 
 

Each of the Sub-Funds can exercise a dilution levy in the event of large trades, as defined in the prospectus. If 

more than 1% of the net asset value is redeemed on any one day a dilution levy of up to 1% can be charged 

respective by the Sub-Fund. The amount to be charged can be adjusted (on a sliding scale) by other transactions 

on the relevant dealing date. The Directors have the right to waive it if necessary.  

The Company may in the case of net subscriptions add to the issue price, for its own account, an amount, 

expressed as a per share figure, in respect of the charges and duties which would have been incurred on the 

assumption that all investments held by the Company at the Valuation Point had been purchased at the Valuation 

Point at prices equal to their respective values as at the Valuation Point. 
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NOTE TO THE TERMINATION FINANCIAL STATEMENTS for the year ended 31 December 2011 
 
13. Dilution levy (continued) 
 
The Company may deduct in the case of net redemptions from the Redemption Price, for its own account, an 
amount, expressed as a per share figure, in respect of the charges and duties which would have been incurred on 
the assumption that all investments of the Company had been realised as at the Valuation Point at prices equal to 
their respective values as at the Valuation Point. 

14. Efficient portfolio management 
 
The Company may, for the purposes of efficient portfolio management and helping of the management of risk, 
enter into futures contracts or write call options and purchase put options provided that these transactions may 
only concern contracts, which are traded on a regulated market operating regularly, being organised and open to 
the public. The Company may also enter into forward purchases or sales of securities or currencies on the basis 
of “over the counter” arrangements with highly rated financial institutions specialising in this type of transaction.  
 
During the year, the Company did not enter into futures contracts, options or forward currency transactions. 
 
15. Significant shareholdings 
 
The shareholders who held 20% or more of the voting capital of the Sub-Funds as at 31 December 2011 were as 
follows: 
Polar Capital Asian Financials Fund  
HSH Nordbank Securities S.A.   48% 
Hiscox Insurance Company (Bermuda) 29% 
 
Polar Capital Financials Income Fund – A1 
Hyposwiss Private Bank             34%  
 
Polar Capital Financials Income Fund – A2 
Citco Global Custody                   41% 
Hargreaves Lansdown Nominees Ltd 29%  
 
Polar Capital Financials Income Fund – B1 
Nortrust Nominees Ltd             85%  
 
Polar Capital Financials Income Fund – B2 
Harewood Nominees Ltd    64% 
Hiscox Insurance Company          35%  
 
The shareholders who held 20% or more of the voting capital of the Sub-Funds as at 31 December 2010 were as 
follows: 
Polar Capital Asian Financials Fund  
HSH Nordbank Securities S.A.   47% 
Hiscox Insurance Company   25% 
 
Polar Capital European Financials Fund  
Hiscox Insurance Company   58% 
 
Polar Capital Financials Income Fund – B1 
Nortrust Nominees Ltd             22%  
 
Polar Capital Financials Income Fund – B2 
Hiscox Insurance Company            21%  
 
16. Comparative period 
 
The comparative figures cover the period 1 January 2010 to 31 December 2010. 
 
17. Subsequent events 
 

Polar Capital Asian Financials Fund and Polar Capital Financials Income Fund were  merged into Polar Capital 

Funds plc on 30 March 2012 and the Company terminated on 30 March 2012. 
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NOTE TO THE TERMINATION FINANCIAL STATEMENTS for the year ended 31 December 2011 
 
17. Subsequent events (continued) 
 
There were no other subsequent events affecting the Company, except dividend distributions as disclosed in Note 
4. 
 
18. Approval of financial statements 
 
The Directors approved the financial statements on 16 April 2012. 
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SIGNIFICANT PORTFOLIO CHANGES (UNAUDITED) 
 
Polar Capital Asian Financials Fund  

 

Significant Statement of purchases and sales for the year ended 31 December 2011.  

 

 

Cost 

  

Proceeds 

Purchases US$'000 

 

Sales US$'000 

Bank of China 2,399 

 

Kasikornbank 2,422 

Shinhan Financial 2,397 

 

Bank of Ayudhya Public- 2,309 

DBS 1,831 

 

Bank of China 2,131 

Sun Hung Kai Properties 1,704 

 

Bank Central Asia 2,055 

KB FINL. GRP. 1,694 

 

China CITIC Bank 2,016 

CapitaMall Trust  1,474 

 

United Overseas Bank 1,816 

Hong Kong Exchanges and Clearing 1,468 

 

DGB Financial  1,642 

MCB Bank 1,430 

 

China Construction Bank 1,513 

RHB Capital 1,319 

 

China Taiping Insurance 1,497 

China Taiping Insurance 1,313 

 

BOC Hong Kong  1,486 

Ping An Insurance Group 1,313 

 

Sinopac Financial  1,452 

Bank Mandiri 1,167 

 

Infrastructure Development Finance 1,336 

Korean Reinsurance 1,050 

 

Axis Bank 1,302 

Investec Bank  1,004 

 

Chinatrust Financial  1,265 

Samsung Life Insurance 952 

 

Henderson Land Development 1,238 

BOC Hong Kong  947 

 

Shriram Transport Finance 1,201 

Fubon Financial 913 

 

Shinhan Financial 1,065 

Ayala Land 715 

 

Ping An Insurance Group 1,029 

Kasikornbank 697 

 

Dah Sing Financial 991 

First Financial 673 

 

Siam Commercial Bank 944 

 
 
Polar Capital Financials Income Fund  

 

Significant Statement of purchases and sales for the year ended 31 December 2011.  

Purchases Cost 

 

Sales Proceeds 

 

GBP £'000 

  

GBP £'000 

MAM Fund 1,515 

 

TISCO Financial Group  1,345 

Investec Bank 9.625% 17/02/2022 1,185 

 

Intesa  Sanpaolo  668 

Barclays Bank 14% 15/06/2019  1,090 

 

Fubon Financial 652 

Acencia Debt Strategies  1,065 

 

UK Treasury 2.5% Bond 

17/07/2024 618 

Co-Operative Bank 9.25% 28/04/2021 990 

 

Uk Treasury Index Linked 1.25% 

22/11/2017 552 

Scottish Mut ual Assurance 29/07/2049  900 

 

Yuanta Financial Holding 520 

International Personal Finance 11.5% 06/08/2015 697 

 

Bank of China  509 

Yuanta Financial Holding 672 

 

Resolution  508 

HBOS Capital Funding 6.46% Bond 12/12/2049 660 

 

Wells Fargo 486 

ACE 643 

 

Hargreaves Lansdown 463 

Co-Operative Bank 9.25% 28/04/2021 617 

 

Carador  452 

National Westminster Bank 11.50% 17/12/2049 581 

 

Medicx Fund Ltd 440 

Nationwide Building Society 6.75% 22/07/2020 567 

 

Annaly Capital Management 435 

Co-Operative Bank 5.56% FRN 14/12/2015 541 

 

Henderson Diversified Income  420 

Tullett Prebon 7.04% 06/07/2016 530 

 

Aberdeen Asset 7.9% 29/05/2049 415 

Bangkok Bank  524 

 

Northern Rock 5.625% FRN 

13/01/2015 387 

Old Mutual 8.00% 03/06/2021 501 

 

Wilmington Trust 8.5% 

02/04/2018 372 

Amlin 6.5% 19/12/2026 498 

 

CNP Assurances 367 

Marsh & McLennan  494 

 

Muenchener Rueckversicherungs 360 

Barclays 6.00% FRN 29/06/2049 491 

 

Amlin 346 

 



POLAR CAPITAL FINANCIAL FUNDS PLC 
 

50 

 

DIRECTORS AND OTHER INFORMATION 

 

Board of Directors:  Alexander Hammond-Chambers (Chairman)   

    Peter Blessing 

    Dermot S.L. Butler 

    Colin M. McGill 

    David Astor 

(all Directors serve as independent non-executive Directors) 

 

Registered office:   25/28 North Wall Quay 

    Dublin 1 

Ireland   

 

Investment manager  Polar Capital LLP 

and distributor:   4 Matthew Parker Street    

    London SW1H 9NP    

    United Kingdom    

         

Sponsoring brokers:  Goodbody Stockbrokers   

Block B   

    Ballsbridge Park     

    Dublin 4     

    Ireland      

      

Administrator, registrar and Until 30 June 2011   From 1 July 2011 to present date 

Secretary   BNP Paribas Fund Services Dublin  Northern Trust International Fund 

Limited     Administration Services (Ireland) 

6 George’s Dock,    Limited 

IFSC     54-62 Townsend Street, 

Dublin 1     Dublin 2 

Ireland     Ireland   

          

Custodian:   Until 30 June 2011   From 1 July 2011 to present date 

BNP Paribas Securities Services,  Northern Trust Fiduciary 

 Dublin Branch    Services (Ireland) Limited  

    5 George’s Dock    George Court 

    IFSC  ,   54-62 Townsend Street, 

    Dublin 1     Dublin 2    

Ireland     Ireland 

 

Independent auditors:     Grant Thornton 

    Chartered Accountants 

    24-26 City Quay 

    Dublin 2 

Ireland 

     

Legal advisers (as to Irish law): A&L Goodbody 

    25/28 North Wall Quay 

    Dublin 1 

Ireland 

    

Legal advisers (as to U.K. law) Dechert LLP 

    2 Serjeants’ Inn 

    London EC4Y 1LT 

    United Kingdom 
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DIRECTORS AND OTHER INFORMATION (continued) 

 

Legal advisers (as to U.S. law): Dechert LLP 

      1775  Eye  St. N.W. 

Washington DC 20006, 

United States of America 
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GENERAL INFORMATION (UNAUDITED) 

 

The Company is an open-ended umbrella investment company with variable capital organised under the laws of 

Ireland as a public limited company pursuant to the Companies Act 1963 to 2009 and the European Communities 

(Undertaking for Collective Investments in Transferable Securities) Regulations, 2011. It was incorporated in 

Ireland on 29 November 1999 and has been approved by Central Bank of Ireland as a UCITS. 

 

Fund  Denominati

on 

Minimum Initial Investment 

Polar Capital Asian Financials Fund US$ US$1,000 

   

Polar Capital European Financials Fund € €1,000 

   

Polar Capital Financials Income Fund   

Class A1 £ £1,000 

Class A2 £ £1,000 

Class B1 £ £500,000 

Class B2 £ £500,000 

 

 

The share classes of Sub-Funds are listed on the Irish Stock exchange and is recognised by the Financial Services 

Authority. 

 

If sufficient net income after expenses is available in respect of Polar Capital Asian Financials Fund, the 

Directors’ current intention is to make distributions in each financial year of substantially the whole of the net 

income (including interest and dividends) of Class A Shares in the Polar Capital Asian Financials Fund. The net 

amount of all realised and unrealised gains (less realised and unrealised losses) arising on the disposal of 

investments shall not be distributed but shall form part of the assets of the Sub-Fund. 

 

If sufficient income is available in respect of the Polar Capital Financials Income Fund, the Directors current 

intention is to make distributions in each financial year of substantially the whole of the income (including 

interest and dividends) of Class A1 Retail and Class B1 Institutional Shares of the Polar Capital Financials 

Income Fund. In order to enable the Sub-Fund to pay a larger distribution amount the expenses which are 

attributable to Class A1 Retail and Class B1 Institutional Shares of the Polar Capital Financials Income Fund are 

charged to the capital. The effect of this is that capital will be eroded to allow higher dividends to be paid, 

thereby reducing the potential for future capital growth. 

 

Audited annual reports and unaudited semi-annual reports are available at the office of the Secretary and are sent 

to shareholders at their registered address. 

 

 

 

 

 

 

 


	Polar Capital Financial Funds plc_31 12 2011_Annual Report Final
	Polar Capital Financial Funds plc_31 12 2011_Final Draft (3) pdf - Adobe Acrobat



