Chairman’s Statement – 2009  

2008 was an eventful year for the Witan Investment Company.  The 100th Anniversary of Witan has been eclipsed by perhaps the most challenging investment horizon in its history.

We are all aware that 2008 was a terrible year for equity markets. The outcome for Witan shareholders returning a negative total return of minus 23% is obviously more than disappointing; however diversification across markets, currencies and managers has given shareholders some protection against the very worst outcome with most individual markets down by between 40% and 50% in local currency terms.
2008 was also the fourth anniversary of the move to Multi Manager.  You will see from this graph that Witan is comfortably ahead of its benchmark over that period.  I am not saying that this is entirely as a result of the Multi Manager decision but it certainly illustrates that it has been a positive for shareholders. During 2008, 9 out of the 13 managers within the portfolio outperformed, collectively they added real value and meant that Witan outperformed the benchmark. 
Last year your Board chose to split the role of Chief Executive.  We appointed Robert Clarke as Chief Executive Officer to manage and develop Witan’s business as a company - Robert will be telling us about his early thoughts on business development a little later on. We appointed Mark Lynam as Chief Investment Officer, taking responsibility for investment matters.  You will hear from Mark about the changes made to Witan’s manager line up during 2008 with the appointments of Marathon, Artemis and Varenne. He will also update us on the first quarter of 2009, and a new investment in global corporate bonds. We have also closed the currency overlay strategy run by Mellon– this was becoming very expensive as the storm of the global financial crisis created volatility in currency markets that made forecasting using traditional tools impossible.
The past is always interesting but of course the future is more important; however I think on our 100th anniversary we are allowed the luxury to look in our rear view mirror just for a moment. With the help of the London Business School we have tracked Witan’s performance back to the 1920’s the time when your company first listed on the London Stock exchange. Over those 85 odd years Witan has turned £1 into £6,731, and has outperformed the UK equity index by approximately 0.5% per annum. Of course Witan is now primarily a global equity portfolio which will respond to the fortunes of global equity markets. I would however say that the compounded effect of 50 basis points outperformance over 85 years is worth an extra 55% of growth against the index, or an extra £2,392 for each pound invested. The point I am making is that small incremental outperformance adds up to a lot over the longer term. 
To give ourselves some encouragement for the future I thought it would be interesting to look at the four great bear markets that have occurred during that time – The Wall Street Crash of the 1930s, World War 2, the 1970s oil crisis and Black Thursday in October of 1987. There is one common factor which is that markets have recovered and these set backs have been exceptionally good buying opportunities. I am not saying that I know the future - I don’t - I am not sure anybody does but I would make the following points. 
The Banking system has been saved

The world seems to be operating together to resolve the problem
The effects of the global stimulus has yet to be felt

Governments find it easier to inflate than deflate
 – so maybe the danger is inflation in which case equity markets will have a following wind anyway until the fears of hyper inflation take hold.

I now have some good news and some bad news for you – the good news is that we have persuaded Catherine Claydon to join the Board – Catherine a former partner of Goldman Sachs brings a huge experience gained in the financial sector. The bad news is that we have to say goodbye to Alan Jones not only has he chaired the remuneration and appointments committee with huge skill he has also shared his wisdom and the experience gained from a unique business career with your Board which has obviously been of great value. On a personal note Alan -  I will miss your advice enormously - you have been a wonderful mentor and you have given me wise council ever since I became Chairman – thank you. 

In these difficult times your Board is only too aware of the importance of income to savers - I am therefore pleased to announce the 3% increase to the dividend.

In summary we have survived a terrible storm - rigging has been lost but we are still afloat. The opportunities for the future for Witan’s business from both an investment and business perspective are arguably as good as they have been for 100 years.

April 2009
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Please remember that past performance is not a guide to future performance.  The value of an investment and the income from it can fall as well as rise as a result of market and currency fluctuations and you may not get back the amount originally invested.  Tax assumptions may change if the law changes and the value of tax relief will depend on individual circumstances
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