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In this report, we look at a FTSE 250 listed IT trading at a large 
discount with positive forward forecasts.  

 

 

 

 

 

Caledonia Investment Trust 

 EPIC: CLDN.L 

 Index: FTSE 250 

 Launch year: 1960 

 Dividend yield: 2.05% 
 
 Market Value: £1556.00m 
 
 NAV (approx.): 3,330.14 
 
 Discount (approx.): -15.77% 
 
 Ongoing cost: 1.14% 

What is an Investment Trust?  
 
 
An investment trust is a form of collective investment. Investment trusts 
are closed-end funds and are constituted as public limited companies. 
The name is somewhat misleading, given that an investment "trust" is not 
in fact a "trust" in the legal sense at all, but a separate legal person or a 
company. It is basically a pool or a basket of securities. 



Launched in July 1960, the objective of the IT is to achieve consistently 
a long-term shareholder return in excess of the FTSE All-Share Total 
Return, through a combination of capital growth and the maintenance of 
a progressive dividend.  

The focus is on investing in, and then managing, several significant 
stakes in companies and situations where it is believed there to be good 
opportunities for building value. Disposals of investments will be made 
at a time and in a manner consistent with the Company's reputation as a 
supportive long-term investor combined with the requirement to maxim-
ise shareholder value. Through holding a diversified portfolio, the com-
pany aims to maintain a medium overall risk position and to achieve a 
positive total return over rolling five-year periods. 

Caledonia is a self-managed investment trust company with net assets 
of £1.9bn. Investments cover both listed and private markets in broadly 
equal proportions. 

Caledonia Investment Trust 



Caledonia is trading at a very large discount at present, approx. 16%. 
PB Ratio (=0.83) is close to 1-year low of 0.75. PS Ratio (=5.07) is close 
to 5-year low of 4.58.  Caledonia Investments shows strong financial 
strength (this is looking at the debt burden that the company has as 
measured by its Interest coverage this year. Its debt to revenue ratio and 
its Altman Z-score). A company that ranks high with financial strength is 
likely to withstand any business slowdowns and recessions. However, 
revenue per share is in decline over the past 12 months and the price is 
close to a 10 year high.  

PERFORMANCE *approx.   

3 months 6.04% 

6 months 0.07% 

3 years 16.84% 

5 years 54.65% 

The recovery in the pound against the dollar has caused returns to 
slide at Caledonia. Interestingly, Caledonia currently has approx. £200 
million in cash and it appears to be waiting on opportunities for invest-
ment. 

 

In the year to 31 March the self-managed investment trust generated a 
total return on net assets of just 1.4%, a sharp decline on the 18% re-
ported in 2016/17. There was better news on dividends where the 
company re-confirmed its fifty-first consecutive year of rising pay-outs. 
A final payment of 41.5p per share lifted the total for the year by 4% to 
57p, although Caledonia had also distributed a special dividend of 
100p paid during the year.  



While the strong dollar had amplified the international earnings from its 
portfolio when converted into sterling in the previous year, the reverse 
had happened in 2017/18. Stripping out currency movements showed 
the trust did better with a total net asset value (NAV) total return of 6.3%, 
although this underperformed its absolute return target of growing the 
portfolio by between 3-6% over the retail price index (RPI). It did beat the 
measure over three, five, and 10 years, however. 

 

Caledonia is split into four investment pools: quoted stocks, income, un-
quoted shares, and funds. The income pool did badly falling 9.6%, hurt 
by the declines in stocks such as Imperial Brands, Greene King and Pen-
non. We do not expect this to represent a permanent loss of capital, ra-
ther short-term volatility in valuation.  

 

The low valuation seems hard to justify given the long-term record of its 
diverse portfolio. The fund’s long-term, disciplined investment approach 
has merit. 

Risk Warning Disclaimer 

 

Although the author and publisher have made every effort to ensure that 

the information in this publication was correct at press time, the author 

and publisher do not assume and hereby disclaim any liability to any par-

ty for any loss, damage, or disruption caused by errors or omissions, 

whether such errors or omissions result from negligence, accident, or any 

other cause.  

 

Investments can go up in value as well as down, so you could get less 

than you invested. This information does not constitute personal advice 

and you should speak to your financial advisor before committing to any 

pension product. Information in this document is for reference use only 

and its accuracy cannot be guaranteed and is subject to change. 


