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“Record profits have been achieved in a year 
which has seen helpful stock market conditions in 
the UK and overseas, an important acquisition 
and some valuable recruitments. The year has 
also seen continuing improvements in the 
infrastructure of Rathbones and an increase in the 
underlying rate of net organic growth of funds 
under management.”

Mark Powell, Chairman
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Results highlights 

£12.2bn

31/12/06

35.0

76.62

44.7

89.0

133.7 

2006 income 
statement

(£m)

28.4£9.5bnFunds under management

% increase31/12/05

16.730.0Dividends (p)

27.460.13Basic earnings per share (p)

26.635.3Profit before tax

14.277.9Operating expenses

18.1113.2Operating income

% increase  
2005 income 

statement 
(£m)
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Underlying results highlights

71.28p

41.5

89.0

130.5 

2006 (£m)

19.859.50pUnderlying basic earnings per share

20.634.4Underlying profit before tax

16.376.5Underlying operating expenses

17.7110.9Underlying operating income

% increase2005 (£m)
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Operating income

113.2133.7Reported operating income

2.33.2LSE-related gains

130.5

4.4

21.2

14.0

90.9

2006 (£m)

+15.83.8Other income

-1.421.5Trust and tax

17.7110.9Underlying operating income

+33.310.5Unit trust

+21.075.1Investment management 

% increase2005 (£m)
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Operating expenses

69.0%68.2%Underlying cost/income ratio 

77.989.0Reported operating expenses

1.4-Costs of aborted acquisition

89.0

29.7

59.3

17.0

42.3

2006 (£m) % increase2005 (£m)

14.636.9Fixed staff costs

27.813.3Variable (include profit-related) staff costs

16.376.5Underlying operating expenses

12.926.3Other operating expenses

18.150.2Total staff costs
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Other financial matters

• Effective tax rate

• Intangible assets – acquisitions/recruitments

• Borrowing

• Capital Requirements Directive

• LSE shares
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Profits by segment

41.5

2.3

5.1

34.1

2006 (£m)

-28.13.2Trust and tax

+20.634.4

+34.23.8Unit trusts

+24.427.4Investment management 

% change2005 (£m)
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Investment management

28.4£7.6bn£9.6bnAverage funds under 
management

9995Annualised basis point return

34.1

(56.8)

90.9

12.3

29.2

49.4

2006 (£m)

24.427.4Profit before tax

19.1(47.7)Operating expenses

35.29.1Interest

21.075.1Operating income

10.626.4Commission

24.739.6Fees

% increase2005 (£m)
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Investment management
Growth in segregated funds under management

0.92.0Inflow of new money 

5.8%7.2%Underlying rate of net organic growth

0.40.6Net organic inflows

--Effect of performance relative to market

8.310.3Closing funds under management

(0.5)(0.5)Outflow of money

0.9
-

1.1
0.9

- organic
- purchased

1.00.5Market movement (FTSE/APCIMS  Balanced)

6.98.3Opening funds under management

Year to 
31/12/05 (£bn)

Year to 
31/12/06 (£bn)
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Investment management – business growth
• Value of segregated portfolios under management rose by 24.1% to

£10.3 billion (31 December 2006)

• Nearly £1 billion of charity funds 

• New investment managers from Dexia, Brown Shipley, Kleinworts, 
HSBC and Gerrard.  Total now 160 investment professionals.

• Strong growth from internal SIPPs – post A-Day advice provided by new 
legal entity: Rathbone Pension & Advisory Services

• Increasing interest from life companies and intermediaries in adding 
Rathbones to their investment management panels 

• Rathbone Investment Process – increasing depth and breadth

• Benefits of advertising
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Operational issues – operational gearing
• Economies of scale available from common brand, systems, investment 

process, terms of business and fee scales

• Steady capital expenditure continues to deliver operational efficiencies 

• Successful operational integration of Dexia after four months 

demonstrates robustness of systems and volume capacity

• Savings from closure of IT systems, custody costs and operational 

support efficiencies

• Similar volume benefits - organic growth and other new investment 

managers
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Operational issues – client demands

• Intermediaries increasingly important for new business – SIPP 

providers, trust companies, IFAs, solicitors, accountants

• Increasing sophistication of the intermediaries and the client base

• Costs associated with electronic data servicing, relationship 

management, performance reporting, alternative assets (collectives, 

hedge funds, property, private equity, commodities etc), risk control

• Increasing costs to tax and regulation in multiple jurisdictions
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Trust and tax

• Issues and opportunities arising from 2006 Finance Act

• Three Jersey sites combined into a single, purpose-built site in St. Helier
in September 2006 – one-off costs of £0.7 million

• Rathbone Trust International launch

• Continues to secure and retain important investment management 
mandates

-28.13.22.3Profit before tax

+3.3(18.3)(18.9)Operating expenses

21.2

2006 
(£m)

-1.421.5Operating income

% change
2005 
(£m)



www.rathbones.com
1 March 2007

Rathbone Brothers Plc
Preliminary results to 31 December 2006

16

Unit trusts
Operating Income

3.8

(6.7)

10.5

(5.6)

(0.6)

16.7

0.5

1.4

13.7

1.1

2005 (£m)

+34.25.1Operating profit

+32.8(8.9)Operating expenses

+33.3

+48.2

-33.3

+35.9

+100.0

-7.1

+42.3

-18.2

% change

14.0Unit trust operating income

(8.3)Rebates and trail commission

22.7

(0.4)Commission payable 

1.0Interest and other income

1.3Net dealing profits

19.5Annual management charges

0.9Initial charges net of discounts

2006 (£m)
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Unit trusts
Growth in funds under management

37.5%

0.3

1.2

-

(0.1)

0.4

0.1

0.8

2005 £bn

41.7%Underlying rate of net organic growth

0.5Net new money

0.1Effect of performance relative to market

1.9Closing funds under management

(0.1)Outflow of money

0.6Inflow of new money 

0.1Market movement (FTSE 100)

1.2Opening funds under management

2006 £bn
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Unit trusts
• Continued growth in funds under management since year end to £2 

billion as at 13 February 2007 

• Rathbone High Income Fund launch  

• Recent awards from Moneywise, Standard & Poor's 

and Lipper

• Third party mandates

• New bespoke funds
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Property
Jersey Three offices successfully relocated as planned to new 

headquarters in September 2006

Liverpool Discussions with landlord to remain in Port of Liverpool Building 
through planned refurbishment and developments 

London Additional floor in main building (159 New Bond Street) to house
new staff (eg Dexia)

Ongoing refurbishment of all floors in 159 New Bond Street

Rent review in March 2007 for three floors in 159 New Bond 
Street

Regions Some upgrading: relocation to new Kendal office

Bristol location to be reviewed in 2007
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Issues for 2007

• Market levels and momentum

• Organic growth

• MiFID/CRD

• Further consolidation in sector
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Conclusion and current trading

“Subject to market conditions, it seems 

reasonable to expect a further year of growth in 

2007.  We face the future with genuine optimism.”
Mark Powell, Chairman
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Rathbone Brothers Plc: strategy
• To be the leading, independent provider of discretionary investment 

management services to the private client in the UK and to provide trust 
services internationally

• Primary focus will remain on private clients

• Encourage and reward organic growth

• Further acquisitions of businesses and people if demonstrably 
earnings enhancing in the medium-term, or add to service offered 
to clients

• Investment management and unit trusts to account for over 80% of
activity

• To grow our unit trust business

• Continuing development of the investment process
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Operational highlights of 2006
2 March - Funds under management exceed 
£10 billion for the first time.

5 April - Completion of the acquisition of the 
investment management and private banking 
business of Dexia Banque Internationale à
Luxembourg S.A., London Branch, bringing   
11 investment managers and £600 million in 
funds under management.

6 April - Launch of the Rathbone SIPP to 
reflect A-Day pension legislation.

15 May - Rathbone High Income Fund 
launched.

27 July - Announces record interim profits.

1 August - Rathbone Pension & Advisory 
Services launched to provide independent 
financial advice.

18 September - Rathbone Trust Company Jersey 
Limited and Rathbone Investment Management 
(CI) Limited move to a new headquarters building 
in St Helier.  

Offshore tax and trust services are bought under a 
new umbrella brand – Rathbone Trust 
International . Offshore investment management 
services are re-branded Rathbone Investment 
Management International.

11 October - Rathbone Unit Trust Management 
appointed to Skandia Global Best Ideas Fund 
manager panel.

21 November - Rathbone Income Fund reaches 
£1 billion.

28 December - Agreement signed to sell the 
private banking part of the business acquired from 
Dexia to Butterfield Bank (UK) Limited.



www.rathbones.com
1 March 2007

Rathbone Brothers Plc
Preliminary results to 31 December 2006

24

Appendices
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Investment management – the client base

47%

13%

18%

7%

9%
6%

Private client

PEPs and ISAs

Trust and settlements

Pensions, inc SIPPs

Charities

Other

Private client funds by funds under management 
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Analysis of investment management 
operating income 
12 months to 31 December 2006

54%
32%

14% Fees

Commission

Net interest and other
income
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51%

15%

4%

12%

4%

6%
4%

4%
Staff - payroll (excl variable)

Staff - variable (incl profit-related)

Staff other (non-payroll costs)

Property

Depreciation & amortisation

Professional

Settlements

IT

Analysis of operating expenses
12 months to 31 December 2006 
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Profits before tax* (£m)
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*excluding LSE-related gains and, in 2005, costs of an aborted acquisition
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Profit before tax (£m)

35.30.934.4-3.23.827.4Profit before tax

(77.9)(1.4)(76.5)(3.8)(18.3)(6.7)(47.7)Operating expenses

113.22.3110.93.821.510.575.1Operating income

As
reported

Non-
segmental

items

Underlying
total

Re-
allocation

TrustUnit
trusts

IM2005

44.73.241.5-2.35.134.1Profit before tax

(89.0)(89.0)(4.4)(18.9)(8.9)(56.8)Operating expenses

133.73.2130.54.421.214.090.9Operating income

As
reported

Non-
segmental

items 2

Underlying
total

Re-
allocation 1

TrustUnit
trusts

IM2006

1 Central revenue (mainly interest) included in net central costs which is allocated to the business areas
2 Operating income - profit on sale of shares in London Stock Exchange Group plc; operating expenses – aborted acquisition costs
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Market movements and growth 
Group funds under management

FTSE 100 and FTSE 
APCIMS Balanced 
rebased at 5574 as at 
31 December 2000
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£'
0
00

s

Funds under management

FTSE 100

FTSE APCIMS Balanced
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Performance: unit trusts

£4.48mN/A27.74%34.34%-1.95%Rathbone Capital Growth Fund

£31.75mN/A71.95%78.88%2.64%Rathbone Global Opportunities Fund¹

£50.03m16.91%N/A9.04%-2.12%Rathbone Ethical Bond Fund

£52.26mN/A94.57%81.25%23.10%Rathbone Smaller Companies Fund

£51.30mN/A74.89%66.34%12.82%Rathbone Income and Growth Fund

£1.10bnN/A95.69%73.29%17.61%Rathbone Income Fund

N/A

N/A

Launch²

£231.26m

N/A

Size of fund³

89.87%40.64%2.14%Rathbone Special Situations Fund

42.08%56.30%11.29%FTSE 100 Index

3yr1 yr 5yrPerformance

Data to 01.02.07  ¹ Formerly known as the Rathbone Global Companies Fund.  ² ’Launch’ column shows fund performance from launch date where 5 year figures are 
unavailable.  Fund launch dates: Rathbone Ethical Bond Fund launched 7th May 2002; Rathbone Global Companies Fund launched 14th May 2001. ³ ‘Size of fund’ column 
data as at 01.02.07.

Past performance should not be seen as an indication of future performance.  The value of investments and the income from them may go down as well as up and you may 
not get back your original investment.
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Performance: unit trusts

N/A222Rathbone Smaller Companies Fund

N/A112Rathbone Income and Growth Fund

N/A111Rathbone Income Fund

N/A

N/A

4

N/A

Launch²

113Rathbone Global Opportunities Fund ¹

N/A42Rathbone Ethical Bond Fund

144Rathbone Special Situations Fund

4

3yr

4

1 yr

4

5yr

Rathbone Capital Growth Fund

Ranking

Data to 01.02.07  ¹ Formerly known as the Rathbone Global Companies Fund.  ² ’Launch’ column shows fund performance from launch date where 5 year figures are 
unavailable.  Fund launch dates: Rathbone Ethical Bond Fund launched 7th May 2002; Rathbone Global Companies Fund launched 14th May 2001.  ³ ‘Size of fund’ column 
data as at 01.02.07.

Past performance should not be seen as an indication of future performance.  The value of investments and the income from them may go down as well as up and you 
may not get back your original investment.
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Performance: unit trusts

2.38%

9.99%

-1.05%

24.33%

17.66%

8.30%

21.01%

02.01.06

01.01.07

20.67%19.58%20.24%-14.46%Rathbone Income and Growth Fund

18.70%27.82%48.25%-33.01%Rathbone Smaller Companies Fund

23.08%18.38%23.52%-9.64%Rathbone Income Fund

35.24%21.40%23.70%-26.51%Rathbone Global Opportunities Fund ¹

5.89%3.96%2.98%N/ARathbone Ethical Bond Fund

14.90%20.86%43.29%-12.63%Rathbone Special Situations Fund

-27.96%

01.01.02

01.01.03

26.10%

01.01.03

01.01.04

12.14%

01.01.04

03.01.05

20.52%

03.01.05

02.01.06

Rathbone Capital Growth Fund

Discrete Year Ranking from

to

Data to 01.01.07  ¹ Formerly known as the Rathbone Global Companies Fund.  Fund launch dates: Rathbone Ethical Bond Fund launched 7th May 2002; Rathbone Global Companies Fund 
launched 14th May 2001.  ² ‘Size of fund’ column data as at 01.01.07.

Past performance should not be seen as an indication of future performance.  The value of investments and the income from them may go down as well as up and you may not get back your 
original investment.
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Consolidated balance sheet
as at 31 December 2006

696,268

130,417

57,854

70,500

2,063

18,710

7,869

27,533

141

493,612

16,133

1,853

31/12/05
£’000

10,763Retirement benefit obligations60,10181,248Intangible assets

8,143Current tax liabilities396,000558,368Investment securities – held-to-maturity

39,605Accruals, deferred income & other5,1576,152Investment securities – available-for-sale

-Debt securities in issue37,52077,360Loans and advances to customers

664,762Due to customers144,975119,247Loans and advances to banks

18,078Settlement balances14,01719,628Settlement balances

Total liabilities

Equity shareholders funds

Retained earnings

Share premium/other reserves

Called up share capital

Deposits by banks

Liabilities

696,268

25,093

8,599

4,295

511

31/12/05
£’000

912,619

159,149

78,800

78,235

2,114

12,119

31/12/06
£’000

912,619Total assets

38,551Prepayments, accrued income, other assets

5,321Deferred tax asset

6,463Property, plant and equipment

281Cash and balances at central banks

31/12/06
£’000

Assets
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Rathbone Brothers Plc
159 New Bond Street
London
W1S 2UD
Telephone +44 (0)20 7399 0000
Facsimile +44 (0)20 7399 0011
marketing@rathbones.com
www.rathbones.com


