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Company data at 30 April 2004

Total assets

Shareholders’ funds

Market capitalisation

COMPANY SUMMARY

£692m’ £613m

thefore deduction of borrowings.

£509m

Company Summary

Monks™ objective is to invest internationally to achieve capital growth,
‘which takes priority over income and dividends.

olicy and Obijective
Hionks” objective is to invest internationally
o achieve capitcl growth, which 1ckes
Lrioﬂry over income and dividends. The
orifolio is concentrated in a relatively
small number of heldings for o global
artfolio, consisting almost entirely of
ucied securities, The managers are
Eorepared fo move freely between markets
F1s opportunities for growth vary.

FComparative Index

[The principal index against which
erformance is measured is the FTSE
~Vorld Index (in sterling terms).

Lv\cmc:gement Details

Baillie Gifford & Co is appointed as
nvestment managers and secrefaries to the
Company. The management contract can
e terminated on 12 months” notice.

Capital Structure

At the year end the Company's share
cagital consisted of 204,355,295 fully
paid ordinary shares of 5p each. The
Company has been granted authority to
buy back o limited number of its cwn
ordinary shares for cancellation. Long term
gearing has been secured by the issue of
£80 million {nominal valuel of debenture .
stocks.

Management Fee

Baillie Gifford & Co's annual remuneration
is 0.45% of total assets less current
liabilities, calculated on a quarterly basis.

AITC
The Company is a member of the

Association of Investment Trust Companies,

of which it was one of the founder
members in 1932,

Notes

None of the views expressed in this
document should be construed as advice
to buy or sell a particular investment.

fnvestment trusts are UK poblic lisied
companies and are not authorised or
reguloted by the Financial Services
Authority,
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YEAR'S SUMMARY

Year’s Summary

The following information illustrates how an investment in Monks has
performed relative to its comparative index over the year to 30 April 2004.
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YEAR'S SUMMARY

30 April 30 April
2004 2003 % change
Total assets {before deduction of borrowings) £692.2m £606.6m
Borrowings £79.4m £112.9m
Equity shareholders’ funds £612.8m £493.7m
MNet asset value per ordinary share {after deducting debentures ot par) 208 Op 167 5p 24.2
Net asset value per ordinary share {afier deducting debentures af market value) 203.7p 162.5p 25.4
Share price 173.0p 143 0p 21.0
FTSE World Index [in sterling terms) 240.6 208.3 15.5
Dividend per ordinary share 1.05p 1.05p
Earnings per ordinary share 1.02p 1.04p
Expense rafio 075% 0.63%
Discount [sfter deducting debentures at par] 16.8% 14.6%
Discount (after deducting debentures at market value) 15.1% 12.0%
Year to Year to
30 April 2004 30 April 2003
Year's high and low High Low High Low
Share price 178 .8p 142 0p 205.3p 124 0p
Net asset value 2149 166.5p 224.8p 146.3p
Discount 11.4% 18.3% 6.6% 18.7%
30 April 30 April
2004 2003
Total return per ordinary share
Revanue 1.02p 1 04p
Capital 40.49p {54.87p)
Total 4151p (53.83p)

Past performance is ne guarantee of future pedormance.

One Year Performance
{figures rebased to 100 at 30 April 2003)
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FIVE YEAR SUMMARY

Five Year Summary

The following charts indicate how an investment in Monks has performed
relative to its comparative index and its underlying net asset value over
the five year period to 30 April 2004.
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FIVE YEAR SUMMARY

5 Year Total Return Performance Discount to Net Asset Value

figures rebased to 100 at 30 Apil 1999} Iplotted on o monthly basis)

Annual Net Asset Value and Share Relative Annual Net Asset Value and Share
Price Total Returns Price Total Returns (refative to the

FTSE World Index total return)

Past performance is no guarantee of future performance.
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CHAIRMAN'’S STATEMENT

highlights

» Over the year, net asset value
tose by 24.2%, compared with o
15.5% rise in the FTSE World
Index in sterling terms.

s Good stock picking in the UK
and North America helped to
achieve outperformance against
the comparative index of

8.7 percentage points.

Chairman’s Statement

After two successive years in which our net asset value feli, it is gratifying to
report that in the year to 30 April 2004 net asset value rose by 24.2% to
208.0p. This rise compares favourably with the 15.5% increase in the FTSE
World Index (in sterling terms) which the Board uses as a broad comparative
measure for the Company’s performance.

ne greater part of the relurn was achieved
n the six months to 31 October, whan ocur
et asset value rose by 16.4% to 194.9p;
n the second six months it increased by a
urther 6.7%. There was considerable
Hivergence in the performance of markets in
he different parts of the world, Far Eastern
Frarkets fared best with Japan up 45.0%
—nd Pacific ex Jopan up 28.8%. Europe ex
LK rose by 19.9% and the UK itself by
18.3%, while the United States was the
aggard with a rise of only 8.8% [all figures
Dre capital only eturms and thase for
verseas markets are exprassed in sterling).
Fs can be seen from the affribution table on
age 12, we had good stock-picking
Fesults in the UK and North America which
ore than cutweighed the disappointing
uiturn in Eurcpe, while our additions in
pan and Asia and our gearing all made
otable contributions. Although having over
0% of our portiolio in North Americe, the
ocrest performing market, may seem
vestionable, the FTSE Werld Index has a
onsiderably higher proportion than that in
orth America, which helped our relalive
erformance.
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Revenue Account

Earings per share were 1.02p, maorginally
lower than last year's 1.04p. The maost
notable pasitive factors were the drop in
interest paid on our bank borrowings, from
£1.16m in 2003 to £333,0CC this year,
and a £1.2m uplifi in dividends on our
equity holdings. On the negative side,
there was a £350,000 increase in the
investment monagement fee, reﬂecﬁng the
rising asset value, and lower income on
our new investments in Jopan than we had
been receiving on our previous holdings in
the UK and Europe. We also wrofe off
£367 000 of outstanding ltalian
withholding fax, which is tox deducted
from dividends paid cn our Italian equity
holdings and which we are entitled to
reclaim under the double taxation traaty
between the UK and ltaly. Last year we
wrcte off £300,000 of this tax, in respect
of repayment claims which had been
outstanding for more than three years, In
the last twelve months we have received
nothing from the ltalian authorities in
respect of these claims and we have now
decided in consultation with cur auditors

* Increased exposure to Japanese
and Asian Pacific markets and
the presence of gearing also
made notable contributions.

that we should write off all our claims,
including the most up to dote. These are
sums to which your Company is clearly
entitled {and which may eventually be
received) but the fact that we have hed 1o
write them off is a comment on the
deplorable dilatoriness of the tax cuthorities
of a fellow member of the European Union.

In view of the nonrecuring noture of this
wiiteoff, we have decided to recommend
an unchanged final dividend of 0.65p,
aven though its payment will require a
small franster from our [substantial) revenve
resanve.

Investment Activity

Throughout most of the year we had @
strongly optimistic view of markets, were
pasitively geared info equities and held
onby minimal amounts of cash. During the
first hall we put £12m info Japan and
£11m into Asia Pacific, which was
financed by reducticns in the UK, Europe
and North America. In the second holf of
the year, we invested a further £19m in
Japan, as confirmatory evidence of o




strengthening economic recovery became
rnore abundant, but elsewhere we bacame
mmore cautious, as we lelt that share
Laluations had become rather high in some
ases and the deteriorating situation in the
Middle East was causing increasing
oncern. We paid off our shorHerm bank
ocans in late March, financing this by a
reduction in the holding of the Baillie
Sifford High Yield Bond Fund and by sales
O equities in all markets except Jopon. As
—an be seen from the table on page 12,
Lve made net sales over the year of

22 .5m in the UK, £9.5m in Lurope,

=2 20.9m in North America and £6.8m in
Emerging Markets. In the second half of the
ear we also made sales of £3m in Asig,
ul were net investors in that region over

e full year.

he result of all this cctivity, and of the
arket movements noted above, has been
doubling of our weighting in Japan to
3% of the total, an increase from &.9% to
3% in Asia Pacific and reductions in the
ther parts of the portfolic. By contrast,

ere has been lifle change in the sectoral
eighlings.

Share Rating

| noted last year that the Managers had
been increasing their efforts to market our
shares, both through higher spending on
promotional activiiies and through
introducing new products, such as the
Children’s Savings Plan. These efforts
continued last vear, but had less impact
than either the Board or the Managers had
hoped, and the proportion of our shares
held by or on behalf of individuals, as set
out on page 52, has not risen very
significantly. On the other hand, there has
been a good two way marke! in the shares
during the year and no shares were bought
in for cancellation. The Board continues to
monitor this aspect of the Company's
business very closely.

Directors and Corporate
Governance

Corporate governance is & matter which
takes up an increasing amount of time at
our Board meetings, and we ty 1o operate
in accordance with the spirit of the codes
which apply to us as well as to the letter of

CHAIRMAN'S STATEMENT

Sir Charles Munneley
Chairman

the requirements of the law and the Listing
Rules. We should be glad to know to what
extent the information and disclosures
made on pages 26 fo 32 of this report are
of interest to sharshalders.

last year Edward Harley joined the Board,
while Michael Sayers and Tim Shokerley
retired. During the year uncer raview we
were joined by Carol Fergusen, who is a
former pariner in Wood Mockenzie & Co,
stockbrokers and @ director of the
Association of Invesiment Trus

Companies. She has considercble financial
services experience, as further detailed on
poge @, and | commend to you her
election as a Director, which forms part of
the business of the Annual Generai
Meeting. Meanwhile, David Howell, who
has been g Diractor since 1993, will be
retiring at the AGM. His experience of
politics at a high level and lattery of
international finance has been of great
benetit to us and we wish him well in the
future. Finally, as | will be in sight of my
seventieth birhday in a year's time, | have
told my colleagues of my intention to retire
from the Board next year.
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“HAIRMAN'S STATEMENT

Outlook

The world's economy is currently doing
=well with nearly all creas apart from the
xore countries of Europe enjoying strong
mgrowth with low infiation, Corporate profits
<ire in general very good. Despite this,
sstockmarkets have made no overall
sprogress since the start of the year but have
Zbeen volatile and trendless. It is not hard to
=see reasons for this state of affairs. The
=occupation of lrag has not gone well and
the process of establishing an fragi
~government with legitimacy and authority
-will be at best extremely difficult.
increasingly frequent terrorist incidents in
-the Gulf region are a source of rising
concern and the possibility of a supply
distuption to an already tight cil market
cannot be ignored. At the same time, the
vigour of the economic recovery means thal
interest rates are starting to move up from
the very low levels of the lost eighteen
months, and this may lecd to some
indigestion in the markets as speculative, -
debtinanced positions are liquidated.
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Shares are no longer moderately cheap, as
they were twelve months ago, even though
many markets look reasonable enough
value if estimates for profiis to be eamed in
2004 are actually achieved. In these
circumstances, the Board and the
Managers are keeping the Company's
gearing levels under close review.

| lock forward to seeing shareholders of the
Company at the Annual General Meeting,
fo be held at the Institution of Electrical
Engineers, Savoy Place, london on

3 August.

C\f/U?/(Wﬁ

Cherles Nunneley
16 June 2004



DIRECTORS AND MANAGEMENT

Directors and Management

Members of the Board come from a broad variety of backgrounds. The Board
can draw on a very extensive pool of knowledge and experience. Baillie Gifford
& Co, a leading UK investment management firm, who act as Managers and
Secretaries to the Company has been involved in investment management

since 1908.

Directors

1 Sir Charles Nunneley
Chares Nurnelsy, who is 68, was
Hippointed a Dirsclor in 1977, became
Chairman in 1996 and is Choirman of the
Pudit Commitiee. He is also chairman of

P Morgan Fleming Income & Copital
Lwesrment Trust plc. Afier qualifying as @
“hartered accountant he spent his working
kfe from 1962 to 1996 af Robert Fleming,
vhere he was in charge of investment
management operations and was group
Heputy chairman. He has held a number of
ther senior positions inside and cutside the
nancial services industry, and has been
naitman of the [nvestment Management
egulatory Crganisation, Nalionwide
vilding Society, Edinburgh Fund Managers
nd The National Trust. He was knighted in
Q03 flor services to the heritage.

CC Ferguson
arcl Ferguson, who is 57, was appointed
Director in Sepfember 2003. A qualified
hartered Accouniant, she began her
vestment career with lvory & Sime, an

Edinburgh fund management group.
Therealter she moved to Wood Mackenzie,
stockbrokers, becoming a pariner in 1984,
Her most recent position was as Finance
Director for Timney Fowler, o lextiles
company. She is a norexecutive director
and chairs the oudit committees of the
Dental Practice Board and Gartmore
Smaller Companies Investment Trust ple.
Her current non-executive appointments clso
include the Chartered Accountants
Compensation Scheme and the
Association of investment Trust Companies.

3 JGD Ferguson

James Fergusan, who is 50, was
appointed a Director in 2002. He is
chairman of Value and Income Trust ple
and The Scettish Oriental Smaller
Companies Trust Ple and o director of The
Independent Investment Trust Ple, Northern
3 VCT Pl and Edinburgh U.S. Tracker
Trust, He joined Stewart vory in 1970,
becoming chairman and chief executive in
1989 and refiiing in 2000, He is a former

deputy chairman of the Association of
Investment Trust Companies and is a former
member of the Executive Committee of the
Fund Managers Association.

4 EM Harley

Edward Harley, who is 44, was appeinted
a Director of Monks in June 2003. He
jcined Cazenove in 1983, becoming
partner in 1994 He has considerable
experience of overseas markets, having
worked in New York and latterly with
responsitility for the fim's business in Latin
America, S.E. Asia and Australic. He is
currenily o direcior at Cazenove Fund
Management and is deputy president of
the Histeric Houses Associction. He is also
involved with the charitable secitor both as
a trustee and as a member of investment
cornmiliess.
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DIRECTORS AND MANAGEMENT

15 Lord Howell
Bord Howell of Guildford, who is 68, was
Sappointed o Director in 1993 and is the
CSenior Independent Director. Lord Howell s
urrently the Shadow Spokesman on
—aoreign Affairs in the House of lords. He
Lvas previously Secretary of State in Mrs
[ Thatcher's first Cabinet and has held
Fumerous other political offices. He has
served as ¢ nonexecutive director of
Several companies, was o member of the
nternational Advisory Board of the Swiss
Ponk Corporation from 1989 to 1996,
ind Advisory Director at UBS-Warburg
[rom 1996 to 2000. He is ¢ consultant to
~wo leading Japanese companies, was
—hairman of the UK Japan 2 1st Century
roup from 1990 to 2007 and received
he Order of the Sacred Treasure from the
mperor of Jopon in 2002, He is on
conamist by fraining, also the author of
hree books and a regular contributor te
ational and international newspapers.
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6 DCP McDougall

Douglos Mclougall, who is 6C, was
appointed @ Cirector in 1999, He is
chairman of The Scoltish Invesiment Trust
ple, The Law Debenture Corporation ple,
3i Bioscience Investment Trust ple, The
Independent Investment Trust PLC, Foreign
& Colonial Eurotrust ple and Pacific
Harizon Investment Trust PLC. From 1969
to 1999 he was a partner in Baillie
Gifford & Co and from 1989 10 1099
was joint senior partner and chief
investment officer. He is o foimer Chairman
of the Investment Management Regulatory
Crganisation, the Fund Managers’
Associaticn and the Association of
Investment Trust Companies.

All Directors are members of the Audit
Committee.

Managers and Secretaries

Monks is managed by Baillie Gifford & Co,

an investment maragement firm formed in
1927 out of the legal firm Baillie &

Gifford, WS, which had been invalved in
investment management since 1908,

Baillie Gifford is one of the largest
investment trust groups in the UK and
currently manages eight invesiment trusts.
Baillie Gifford also manages unit trusts and
Open Ended Invesiment Companies,
foget'ﬂef with investment poﬁfo[‘.os on
behalf of pension funds, charities and other
institutional clients, bath in the UK and
overseas. Funds under the management or
advice of Baillie Gifford total around £28
billion. Based in Edinburgh, it is cne of the
leading privately owned investment
management firms in the UK, with 27
pariners and a staff of over 400.

The manager of Monks' portclio is Richard
Burns, a senior partner of Baillie Gifford.
Steck selection is primarily the responsibility
of specialist teams covering all the regions
of the world.

The firm of Baillie Gifford & Co is
authorised and regulated by the Financial
Services Authority.




Managers’ Overview

[The year to April 2004 was one of the
oest years for absolute refurns in the last
Hecade and we were able to add 1o the
refurns available from the markets through
both asset allocation and stock selection.

[ Dur use of gearing also contributed
Significantly to the year's resulis. The
Dulcome was hal our performonce WCS
Lvell ahead of our main comparative index,
he FTSE Woild {in sterling terms).
Performance was, however, less stiking
Lvhen compared wilh other investment
brusts . over the year we were again just in
e top half of the Clobal Growth secior of
{TC members and were fifth of the ten
rgest generolisﬁ trusts {those with assels
ver £500 million),

The table on page 12 shows that we had
a reasonable year for stock selection, with
nofably good results in North America and
the UK more than offseffing a poor
oulcome in Europe. Cn the asset allocation
side we benefited from our increasing
weighting in the Far East and our having
less than the comparative index in North
America. The biggest single contributory
factor was our positive georing. The retumn
of 12.9% on our bond investments,
alhough a poor result compared with
equilies, s a reasonable outcome in a year
in which investment grode bonds refumed
less than their coupons.

MANAGERS’ OVERVIEW

Returns From Markets
for the year ended 30 April 2004

Geogrophical performaonce™ against
FTSE World Index in local currency

THE MONKS INVESTMENT TRUST PLC 11




MANAGERS' OVERVIEW

Performance Attribution for the year to 30 April 2004

Computed relotive to the FTSE World Index [in sterling terms} with net income reinvested.

Performance Attribution (in sterling terms]

Contribution

Monks Coniribution attributable to:
Index allocation asset allocation Performance* to relative Stock Assett
30.04.03 30.04.04 300403 30.04.04 Monks Index return selection  allocation
Porifolic breakdown % % % % % % % % %
UK 10.5 10.0 20.6 250 25.1 193 1.6 1.4 0.2
Forope ex. UK 18.1 17.9 16.5 13.3 140 23.0 1.3] (1.2} omn
North America 580 55.2 47.3 40.5 17.5 111 3.2 2.4 0.8
Japan 7.1 Q4 8.0 148 41.1 46.7 0.1 0.4 0.5
Asia Pacific 50 60 8.5 1.6 351 32.8 C7 0.1 0.6
Other Emerging Markets 1.3 1.5 2.9 1.6 36.2 40.4 0.1 - o
Bonds - - 25 5.4 129 - [0.4) - [0.4)
Cash - - 07 1.9 30 - 0.2 - {0.2)
Borrowings - - 12300 {13 21 - 30 - 3.0
Total 100.0 100.0 100.0 100.0 26.2 17.9 7.0 2.4 4.5

Past performance is no guarantee of fuure performance,

Source: HSBC /Baillie Giford & Co

* The above retums are calculated on a fotal return basis with net income reinvested. Monks' figures represent returns on the Company's portfofio and the index
figutes for each geogrophical area represent the refumn on the appropriate FTSE World Index.

Centributions cannot be added fogether, as they are geometiic; for example, to calculale how a refun of 26.2% against an index ratum cf 17.9% translates into a
welative return of 7.0%, divide the portfelio retum of 126.2 by the index retumn ot 117.9 and subtract one.

t Asset allocation includes the contribution affriburable to currency movements.

Investment Changes (£'000}

Valuation at

Net acquisitions

Appreciaion

Valuation at

30 April 2003 [disposals) (depreciation) 30 April 2004
Equities*
UK 140,820 (22,504} 20226 147 542
Continental Furope 81,347 19,471 8,677 81,553
North America 238,097 {20,909 37078 254,266
Japan 39,745 31,171 12,405 Q0,321
Asia Pacific 41,880 7,898 14,888 64,6066
Other Emerging Markets 14,387 (6,842 2,570 10,035
Towl equities 556,274 {20,657 112784 648,403
Bonds:
UK 44,933 116,900) 3,130 31,163
Continental Europe 1,728 17 155 1,6G0
Total bands 46,661 [16,883) 3,075 32,853
Total investments 602,937 {37.540] 115,859 681,256
Net liquid assets 3,667 6,854 382 10,903
Total assets 606,604 {30,686} 116,241 492,159

The figures above for total assets are made up of iotal net assets before deduction of borowings,

* Equilies includes limited parinerships and OEICs.
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Distribution of Portfolio

Thirty Largest Equity Holdings

DISTRIBUTION OF PORTFOLIO AND THIRTY LARGEST EQUITY HOLDINGS

Market value % of
Name Country Business £'000 total assets
Baillie Gifford Pacific Fund Asia Pacific Investment fund 46,4072 67
Golden West Financial Neorth America Sovings and leans 23,708 3.4
Suncor Energy Morth America Qi company 20,112 29
Moody's MNorth Amarica Bond rating agency 18,188 2.6
Vodafone United Kingdom Mobile telecommunication services 18,144 2.6
Altria North America Tobacco and foed 17175 2.5
Burlington Rescurces MNerth America Natural gas 13,656 20
GlaxeSmithKline United Kingdom Pharmaceuticals 11,693 1.7
Omnicorm North America Advertising agency 11,200 1.6
Barclays United Kingdom Banking 10,647 1.5
Pfizer North America Pharmaceuticals 10,082 1.5
Tatal Fing EIf Europe Integrated ol 2,471 1.4
Aberforth Limited Partnership United Kingdom Active volue fund 9,401 1.4
Roval Bank of Scotland United Kingdom Banking 2,312 1.3
Mohawk Industries North America Carpets 8,700 1.3
EOG Resources North America MNatural gos 8.331 1.2
Eli Lilly MNorth America Pharmaceuticals 8,324 1.2
Freddie Mac Nonh America Mortgages 8,233 T2
HSBC United Kingdom Banking 7 676 1.1
Wellpoint MNerth America Managed care 7,558 1
Petrobras Other Emerging Markets Integrated cil company 7.545 1.1
Auiomatic Dota Process MNerh America Payroll processing 7.411 T
Baillie Gifford British Smaller
Companies Fund United Kingdom Small companies fund 777 1.0
UF Japan Banking 6,841 1.0
Walgreen North America Pharmaey chain 6,805 1.0
State Street North America Custodian Bank 6,604 i0
Weth North America Pharmaceuticals 6,440 09
Asahi Glass Japan Glass 6,344 09
BHP Billiton Asia Pacific Diversified resources 6,307 09
Ericsson Europe Telecommunications equipment 5,941 0.¢
345,437 50.0
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MANAGERS' OVERVIEW

Classification of Investments

Other
Continental North Asia  Emerging 2004 2003
UK Europe America Japan Pacific Markets Totat Total
Classification % % % % % % % %
Mining - - - - 0.9 0.4 1.3 0.4
Qil ond gas 0.3 1.4 6.1 - 0.7 1.1 X 10.5
Resources 0.3 1.4 6.1 - 1.6 1.5 10.9 10.9
Chemicals 0.5 - - 09 - - V.4 10
Construction and building materials 0.9 0.5 - 09 - - 23 29
Diversified industrials - - - 0.7 - - 07 -
Electronic and electrical equipment - 0.5 - 2.4 - - 29 1.1
Engineering and machinery - 0.9 - - - - 0.9 05
Industrials 1.4 1.9 - 4.9 - - 8.2 5.6
Automobiles - 09 - 1.7 - - 26 1.2
Beverages 09 - 0.6 - 0.3 - 1.8 1.7
Household goods and textiles - - 0.5 - - - 0.6 0.2
Food preducers and processors - 0.3 0.6 - - - 09 0.6
Healhcare ond phormaceuticals 2.0 .5 5.4 0.6 - - 8.5 11.8
Perscnal care and household products - 0.4 1.3 - - - 1.7 1.0
Tobacco 1.8 - 2.5 - 04 - 47 55
Consumer Goods 47 2.1 17.0 2.3 07 - 20.8 22.0
Retailers - 08 2.2 1.0 - - 4.0 3.9
Leisure and hotels 0.6 - 05 - - - 1.1 0.8
Media and entertainment 0.2 0.5 2.2 - - - 2.9 3.1
Support services 0.5 0.4 1.0 - - - 1.9 1.3
Transport 0.1 0.3 - 0é - - 1.6 A
Telecommunication services 2.6 - - 0.6 - - 32 50
Services and Utilities 4.0 2.0 59 2.2 -~ - 14.1 15.2
Banks 5.0 2.1 0.5 1.0 0.3 - B9 7.8
Insurance 0.2 0.4 20 - - - 2.6 4.0
Life assurance 0.6 - - - - - 0.6 07
Investment companies 3.1 - 0.8 Q.7 6.7 - 11.3 0.5
Raal estate 09 - - - - - 0.9 1.1
Other financial 0.8 - 8.8 1.6 - - 11.2 8.9
Financials 10.6 2.5 12.1 3.3 7.0 - 35.5 33.0
Information technology hardware - 1.4 - 0.3 - - 1.7 2.5
Software and computar services 0.4 0.5 1.4 - - - 2.5 2.5
Information Technology 04 1.9 1.6 0.3 - - 4.2 5.0
Total Equities* 21.4 1.8 367 13.0 9.3 1.5 93.7
Toial Equitiesr — 2003 23.3 i3.6 390 6.5 &9 24 917
Bonds 4.5 0.2 - - - - 4.7 7.7
Net Liquid Assets 0.2 0.4 0.6 0.4 - - 1.6 0.6
Total Assets 26.1 12.4 373 134 2.3 1.5 100.0
[bafore deduction of borowings!
Total Assets — 2003 309 14.2 391 6.5 6.9 2.4 100.C0
Borrowings (11.5) - - - - - {11.5) {18.4)
Equity Shareholders’ Funds 14.6 12.4 373 13.4 9.3 1.5 88.5
Equity Sharehalders” Funds ~ 2003 17.8 14.2 354 4.7 6.9 24 B1.4
Number of equity investments* 38 27 33 25 6 2 131 138

* Equines includes fimited parnerships and OFHCs,
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1 BOC

BOC provides gases to a wide
range of industrial and medical
customers. Picture courtesy of BOC.

2 British Land

British Land's Meadowhall is
one of the largest and most
successhul shopping cenires

in the UK. Picture courtesy of

British Land.

United Kingdom

[The market rally which began in March
L2003 continued throughout the Company's
Lcar and the FTSE World UK index
Fetumed 19.3%, the first positive return alter
Four years of declines, while our portfolio
=gain outperformed by a healthy margin,
eturning 25.1%. In part the recovery
simply reflects the unwinding of some of
hose technical pressures, principally forced
Eelling by life insurers and pension funds,
Lvhich so depressed the UK market last
Lpring but the stronger than expected
Hlobal economy also played its part.
hile much of the world has moved from

lump 1o renewed growth, the UK economy

as confinued 1o grow al close 1o tend

tes, with modest inflation. Growth in

overnment spending has been a major

cior in the economy’s resilience and

ught 1o offset any soltening in consumer

emand but the industrial sector is also

eginning 1o show some early signs of

newed life. The Bank of England has

egun to raise interest rates from o 50 year

low point and we anticipate further modest
increases. Against this background a boom
appears unlikely and we expect @
confinualion of steady growth with modest
inflation but with the risks perheps now
filted more towards slowdown than
accelerafion.

We continue to focus on companies with
secure and visible growth [and relicble
accourts) which should make healthy
progress whatever the economic
background. Turnover within the portfolio
was modest during the year, with the only
significant new purchase being BOC but
we were more active on the sell side,
making net sales of over £22m frem the
UK to fund purchases elsewhere in the
world. A notable example was the sale of
BP, which foliowed the disposal of Shell
the previous year, with the proceeds being
swiiched info emerging market oil stocks
with greater growth prospects and
significantly lower valuctions. Other sales
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included BSkyB, lioyds TSB and Aviva
while we also reduced our large positions
in three highly successfu investments,
Woalseley, Man Group ond Diageo. As
result the proportion of the fund invested in
the UK fell from 23.3% 10 21 4%.

Al current levels the UK market offers
relatively secure growlh and aftractive long
term value although share prices have risen
further than is justified by the modest
improvement in near term profit
expeciations and valuctions now look
recsonable rather than outstanding. We
remain confident that our portfolio consists
of good quality and srong companies.
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1 SKF

Assembly of large size spherical
roller bearing. Picture courtesy
of SKF.

2 ABB

New counter-rotating Azipod
Podded propulsion. The latest
extension of the Aziped family is

the Conira Rotating Azipod
Propulsion {CRP) unit, which
extends the concept to high power
applications like ultra-large
container vessels and ferries
crossing the Baltic Sea and Engfish
Channel. Picture courtesy of ABB.

Continental
Europe

—uropean steckmarkets provided a good
bsolute return in the year to April 2004,
Haining 23.0% in sterling terms. We are
Hisappointed to report that Monks’
European portfolio underperformed the
—road index by o considerable margin,
Haining only 14.0%. The Company’s
avestment in European equities fell during
he year, to around 13% of tolal assets.

Furcpean companies benefited from the

Petter global economic conditions

bithough the stimulus for higher revenue
nd profitability came predominantly from
utside continental Europe. The care
ountries of Furope continued to
xperisnce GOP growih well below beth
e global avercge and their own
ofential. Exports grew strongly but
onsumer demand remained very patchy.
here is clecrly a connection between
e lack of selfsustaining domestic
-onsumption growth in Europe and the
ciety-wide reforms that have to be
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underioken. In such an environment it is
not surprising that individuals prefer to
build up savings against an uncertain
futore.

Market conditions ot the stent of the year
were characterised by very high levels of
liquidity as central banks made o co-
ordinated effort to prevent deflation taking
hold. Interest rates were pushed to very low
levels, credit spreads tightened
considerably and investors’ risk tolerance
increased dramatically. Companies that
had previously been struggling with weak
balance sheets ware, as o esult, able to
refinance themselves with fresh debt and
aquity. We were slow to comprehend the
elfect that this easier availability of copital
would have on the share prices of such
companies. Our bias towards invasting in
the stronger and more profitable European
growth companies proved unhelpful in this
environment.

We did have some success investing in
corporate turnarounds in cases where the
underlying business was strong and the
prospects for growth were atractive.
Media conglomerate Vivendi Universal,
electrical equipment company ABB and, in
particular, telecoms equipment company
Ericsson provided positive retums in this
context.

The European part of the Company's
portfolio contains a number of companies
that will benefit from further demand for
capital goods from a corporate sector that
is currently enjoying record levels of
profitability and cash flow. SAP, Atlas
Copeo, SKF ond ABB fall into this group.
We also have significant holdings in
European luxury goods companies such as
Hermes, Porsche, BMW and L'Oreal, on
the basis that their exceptional profitability
will be maintained whilst their customer
base in both the developed and
developing world continves fo expand.




1 Sherwin-Williams

A typical interior of a Sherwin-
Wiiliams paint store. Picture
courtesy of SherwinWilliams.

2 Mohawk Industries

Mohawk is a leading manufacturer
and distributor of floer coverings.
Piclure courtesy of Mchawk
industries.

North America

n the year under review the S&P 500 rose
oy about 11% in sierling terms. The
“ompany's North American stocks

Whree laciors contibuted 1o the good
elative performance. First, Altia’s share
brice rebounded sharply, as news
mproved abeut the pricing and fitigation
background for its US cigarette subsidiary.
Headline litigation risk and the associoted
Lhort term share price volatility may never
isappear. However, we confinue to
elieve its shares are cheap given its cash
eneration and secure growth outlook.
econd, the oil price remained high, which
rovided a benelicial operaling
nvironment for the company’s large oil
nd gas holdings. Finally, Golden West,
e Compony's largest individual stock
vestment, continued 1o frade well. In
ur view the growth prospects of this
djustablerate mortgage lender are
bstantially undervalued by the market.

—omforiably bettered this, rising by over 17%,

A couple of significant additions were
made io existing holdings. Moody's is one
of the two dominant glebal debi ratings
agencies. We regard this exceptional
business as a cash royalty on the growth of
international debt markets, and are also
oftracted by management's commitment to
eschew diversification in favour of share
buybacks, Mohawk is a leading US
producer and distribulor of fleor coverings.
We like management's astute investment of
the group’s free cash flow, and the low
valuation of the shares.

While annual investment reports tend to
focus on what has changed over the past
twelve months, it is important to note that in
our view thiee features remain largely
unaltered. First, we still believe that the
excesses of the late 19905 have yet to be
complately unwound. One result of this is
the generous valuation of most North
American companies, especially once
proper account is made for option
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expensas, oplimistic pension fund
assumptions, and recurring restruciuring
charges. Second, the Company's North
American investments have changed liitle
compared 16 a year ago, as the uaderlying
businesses continue to trade well, and we
believe their prices remain atrractive. Third,
the characteristics of the Company’s North
American stocks are substantially different
from the index: they have cleaner
accounts, higher profitability, and tade an
lower multiples of prefits, How others value
their prospects in any single year is
unpredictable, but over lime we expect
their collective operating characteristics 1o
produce superior returns.
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1 Asahi Glass

Asahi Glass is o leader in the
sroduction of glass for flat panel
elevision sets. Picture courtesy of
Asahi Glass.

2 Canon

Japan

Having fallen to their lowest levels in two
Hecades, Japanese equities produced one
bf the higher returns of developed markets
Huring the Company's fiscal year. The
[OPIX index, for exomple, which is @
broad index of Japanese shares, rose by
FO% in yen terms over the year, although
light yen weckness versus the pound did
duce the sterling return. Our porficlio
id less well than this, though it was
evertheless one of the main contributors
our overall return,

e economy grew at a moderate pace
st year, helped by overseas demand and
omesfic business investment, as well as by
rther improvement in the industrial
roduction cycle. lobour market conditions
va also sirengthened, and privale
nsumption has continued 1o expand.

n interesting question for investors in

pan is whether the pericd of falling
ices that followed the speculative
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Canon's colour photocopiers
such as this machine continue
to atirach new users, Picture
courtesy of Canon.

property bubble of the 1980s may be
ending. There are encouraging signs.
Consumer prices appear 1o be stabilising,
os are pioperty prices in cerain aieas.
Peflationary pressures in the jopanese
economy have produced challenging
conditions for many businesses in recent
years, limiting the options for companies
facing higher labour costs, increasing the
burden on the most indebted, and
hampering the banking secter’s attempts to
resolve bad debt problems.

We are encouraged by the signs of
improvement, and have increased the
Company's investment in Japan during the
year. The holdings are of two types. in the
first category are businesses with excellent
market posifions such as Toyoto Mater,
Caron, and the less prominent Kao, which
makes o range of consumer products. Such
companies have been managed efficiently
for years and we believe that they
represent the best of Japan's manufoctuting

seclor. These businesses conlinue o
expand and we believe that their shares
should produce satisfoctory refums over
time. However, the afiractions of such
businesses are generally undersicod and
valuation levels tend to reflect their
stengths. Japan is also home to companies
that boast less successful track records
but have the potential for profitatility to
be transformed. Such companies
comprise the secend categery of
nolding. For example, we purchased @
stoke in department store Tokashimaya
during the year. Takashimaya's cperating
performance has been unimpressive for
many years, but we are heartened b\/
the management team’s recent
endeavours fo reduce costs. Needless to
say, shares in businesses such as these
tend to sell at much lower valuation
levels versus their sales, assets and
polential profits. We will continue to
search for similar situations in japan in
the future.




| Foster's

Advertising for their new product,
sink sparkling wire, Picture
:ourtesy of Foster’s.

2 CNOOC

New offshore well goes into
production, Picture courtesy
of CNOOC.

Asia Pacific and
Other Emerging

Markets

M the year to 30 April 2004 the FTSE Asia
acific ex Jopan Free index rose by 32.8%
[ sterling terms, and the FTSE Al World
merging Markets index also rose strongly,
Ry 40.4%. The Company's holdings in
Mese regions made a posilive contripution
b pedormance, primarily as a result of the
L bstantial overweight position in the Asia
Eacific region. The largest single holding
=mains the Baillie Gifford Pacific Furd, to
hich we made a small further addition
uring the year. The Pacific Fund returned
8.0%. Net investment in Asia Pacific and
erging Markets for the year amounted fo
Tm.

onetary conditions were very easy

roughout the year, which gave strong

ppad for Asian markets. The Chinese

onomy graw vary strongly, driving

mand for commodities, including oil.

ices of raw materials rose strongly, sefting
tone for the outperformance of heavy
ustrial sectors, as shortages appeared in

many items from electricity to shipping.
The combination of cheap money and @
seductive growth story brought in heavy
flows of speculative capital, cousing a
degree of excess in some of the more
exolic markets. Cur haldings in Petrobras
and Chinese offshore company CNOCC
both made sirong contributions, but our
more defensive direct holdings, paricularly
in tobacco and brewing, underperformed.
Within domestic economies, most notably
Hong Kong, there have been encouraging
signs that the crushing deffation of recent
yeors may be cbating. This improves the
investment potential of a number of
comparies, and the balance of the Pacitic
Fund's porffolio has been altered to reflect
these new opportunities.

By Christmas there were some fears that
bond markets were discounting tog litle
risk, and it was becoming clear that the
Chinese engine of growth was in danger
of becoming a runaway train. Looking
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forward, it seems likely that interest rates
will be on the rise and that China will be
growing of a less heady rate than in 2003
and early 2004. The current year may
therefore be more difficult, but we believe
that en a [onger view this remains o very
aftractive area for investment.
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AST OF INVESTMENTS AS AT 30 APRIL 2004

Classificafion

Market value

Name Business £°0C0 %
United Kingdom
Cil and gas BG Exploration and production 2,149 0.3
Chemicals BOC Industrial gases supplier 3,626 0.5
Construction and building materials Bovis Homes House builder 1,420
Wolseley Builders” merchant 4,939
6,379 0.9
Beverages Allied Domecg Branded spirits 1,925
Diageo Branded spirits 4,009
5,934 0.9
Healthcare and pharmaceuticals ClaxoSmithKline Pharmaceuticals 11,698
Shire Pharmaceuticals Pharmaceuticals 1,817
13,510 20
Tobacco British American Tobacco Tobacco 5,198
Gallaher Tobacco 2,263
Imperial Tobacco Tobacco 4,671
12,432 1.8
Leisure and hotels Carmival Cruise ship operator 3,987 0.6
Media and entertainment Trinity Mirror MNewspaper publisher 763
Taylor Nelson Scfres Market research 436
1,199 Q.2
Support services Capita Support services 1,352
Hays Personnel and business services 1,806
Premier Famell Distributor of electronic componants 593
3,751 0.5
Transport easylef Airline 680 VA
Telecommunication services Vodafone Mobile telecommunication services 18,144 2.6
Banks Barclays Banking 10,647
EGG Internet banking 2,480
HSBC Barking 7676
Northern Rock NMartgage banking 1,271
Roval Bank of Scotland Banking 9312
Standard Charterad Banking 3,335
34,721 5.0
Insurance Beazley Lioyd's insurer 531
Jardine Uoyd Thompson Insurance broker 5G6
IR 02
life assurance Prudentic Life assurance 3,987 0.6
Invastment companias * Aberforth Limited Partnership Active value fund 9,401
Baillie Gifford British Smaller
Companigs fund Small companies fund 777
Candover Venture capital investment trust 2,358
Standard Life European Private
Equity Fund Private equity fund 2,308
T 21,244 3.1

*denctes urlisted securifies.
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Classification

LIST OF INVESTMENTS

Market value

Name Business £000 %
United Kingdom {continued)
Real estate British land Property 4,546
Hammerson Property 1,736
6,282 0.9
Cther fingncial Intermediate Capital Group Mezzaning finance provider 1,192
Man Group Hedge fund marager 4,068
5,260 0.8
Software and compuier services Sage Small business software 3,110 0.4
Total United Kingdom Equities 147,542 214
Continental Europe
Cil and gas Total Fing Elf Integrated ofl — France 2,471 1.4
Construction and building materiols CRH Building materiols — lreland 3,677 0.5
Electronic and electrical equipment ABB Electrical equipment ~ Switzerland 3,327 G.5
Engineering and machinery Atlas Copeo Engineering — Sweden 3.837
SKF Ball bearing company - Swaden 198!
5,818 0.9
Auvtomaobiles BMW Automabiles ~ Germany 47217
Porsche Automobiles — Germany 1,672
5,889 0.9
Food producers and processors PemodRicard Spirits preducer — France 2,165 0.3
Healthcare and pharmaceuticals Sanofi-Synthelabe Pharmaceuticals - France 3,546 0.5
Personal care and household products  {'Oreal Personal care — France 2,462 0.4
Refailers AdidasSalomon Sporing goods manufacturer — Germany 1. 749
Inditex Fashion retailer Spain 1,691
Hermes Luxury goods — France 2,130
5,570 0.8
Media and entertainment Vivendi Universal Telecom and media group — France 3,285 0.5
Support services Adecco Recruitment agency — Swilzedand 2,485 04
Transport Ryanair Budget airline — Ireland 2,094 0.3
Banks Allied Irish Banks Retail and commercial bank - Ireland 2,471
Banco Popular Retail and commercid bank - Spain 1,834
Danske Bank Retail and cemmercial bank - Denmark 2,081
Deutsche Bank Refail corporate and investment bank — Germany 3,321
LIBS investment and private banking — Switzeriand 3,007
Unicredito Itoliano Retall and commarcial bank — italy 1.947
14,751 2.1
Insurance Aegon Insurance ~ Netherlands 1,275
RAS Insurance — Italy 1,687
2,962 04
Information technelogy hordware Ericsson Telecommunication equipment ~ Sweaden 5,941
Nokia Telecommunication equipment — Fintand 4,536
10,477 1.4
Software and computer services SAP Business software - Germany 3,550 0.5
Totol Centinental Eurepeon Equities 81,553 11.8
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LIST OF INVESTMENTS

Classification

Market value

Name Business £'000 %
North America

Oil and gas Burlington Resources Natural gas 13,656
ECG Resources Natural gas 8,331
Suncer Energy Gil company — Canada 20,112

42,099 6.1

Beverages Pepsico Scft drink and feod business 3,841 0.6

Houszhold geads and fextiles SherwinWilliams Paint manufacturer and refailer 4,291 0.0

Food producers and processoars William Wrigley Chewing gum —?,8—53 0.6
Healtheare and pharmaceuticals Eii Lifly Pharmacauficals __d_Sgéjl
Plizer Pharmaceuticais 10,082
Patterson Dental Dental products and supplies 4,984
Wellpoint Managed care 7,558
Whyeth Pharmaceuticals 6,440

37,388 54

Persanal care and housshold products  Mohawk Industies Carpets 8,700 1.3

Tobacco Altria Tobacco and food 17,175 2.5
Retailars Tiffany leweller 3959
TIX Off-price clothing 4,156
Walgreen Pharmacy chain 6,805

14,920 2.2

Leisure and hotels Wendy's Restaurants 3,299 0.5
MMedia and entenainment Dow Jones Business news provider 2,599
Gefty Images Intemet based image library 3,079
Omnicom Advertising agency 11,209

16,887 2.2
Support services H&R Block Tax and financial services 2,544
fron Mountain Document Management 4 491

7,085 1.0

Banks MET Bank Banking 3,595 0.5
Insurance Berkshire Hothuwoy Insurance 4045
Marsh & Mclennan Insurance and fund management 4,578
Progressive Corpordtion Insurance 4,935

13,558 2.0

Invesiment companies Hiscox Insurance Fund Global insurance fund 5,894 08
Cither financial Freddie Mac Mortgages 8,233
Golden West Financial Savings and loans 23,708
Moady's Bond rafing agency 18,188
State Street Custodian bank 6,604
T Rowe Price Fund management 4,049

60,782 8.8
Software and computer services Automatic Data Process Payroll processing 7411
Microsoft Software 3,536

10,947 1.6

Total North American Equities 254,266 367
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LIST OF INVESTMENTS

Market value

Classification Name Business £000 %
Japan
Chemicals Konica Office equipment and imaging 3,568
ShinEtst Chemical Semiconductor silicon and PYC 2,491
4,059 0.9
Construction and building materials Asahi Glass Class 6,344 09
Diversified indushials Mitsui Diversified frading house 4,599 0.7
Electronic and slectical equipment Alps Electric Elschanic componants 2088
Brother Office Equipment 3,153
Conon Copters and comeras 42590
Keyence Sensors 2,532
Kyocera Electronic equipment and components 4,572
16,635 2.4
Automobiles Bridgestone Global e producer 3.523
Honda Maotor Automobile & motorcycle manutaciurer 1,976
Toyota Motor Car manufacturer 5,886
11,385 1.7
Healthcare and pharmaceuticals Kao Housshald goods 4,120 0.6
Retailers Takashimaya Department store chain 2.870
Yamada Denki Consumer electronics refailer 4,067
6937 10
Transport Tokyu Rail and property 3,919 0.6
Telecommunicafion services NTT Telecommunications 2,558
NTT DoCoMo Mcbile telecommunications 1,475
4,033 0.6
Banks U Bank 4,841 K¢}
Imvestrment companies Bailie Gifford jopanese
Smaller Companies Fund Investment fund 5,025 0.7
Cher financial *MAC |apan Active Shareholder
Fund Limited Partnership Shareholder activist fund 4,784
Mitsui Sumitomo Insurance company 3727
Promise Consumer financa 2.83]
11,342 1.6
Information technology hardware Rohm Speciolist semiconductors 3,082 0.3
Total Japanese Equities 90,321 13.0

*denotes unlisted sacurifias.
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IST OF INVESTMENTS

Marker value

Classification Name Business £000 %
Asia Pacific
Mining BHP Billiton Diversified resources — Australia 6,307 (oRe
Oil ond gas CNGCOC Ol and gas explorgtion — Ching 4,705 Q.7
Beverages Foster's Beverages — Ausfralia 1,991 0.3
Tobaceo BAT Malaysia Tobaocco — Melaysia 3,027 0.4
Banks Australia and New Zealand

Barking Banking — Ausfralia 2,234 0.3
Investment companies Baillie Gifford Pacific Fund Investment fund — Asia 46,402 6.7
Total Asia Pacific Equities 64,666 9.3
Other Emerging Markets
Mining Angle American Plafinum Platinum mining = South Africa 2,510 0.4
Ol and gas Petrobras Infegrated oil company - Brazil 7,545 11
Total Qther Emerging Markets Equities 10,055 1.5
Total Equity Investments 648,403 93.7
Fixed Interest
Sterling dencminated Baillie Gifford High Yield Bond Fund 17,252

Rank of Scotland (SAMS) 20772 11,976

Caimgarm lid VR 2015 1,935

31,163 4.5

Euro denominated Europa Two 14% 2027 1,690 0.2
Total Fixed interest 32,853 4.7
Total Investments 481,256 984
Met Liquid Assets 10,903 1.6
Total Assefs at Market Value 692,159 100.0

fbafore deduction of borgwings)
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TEN YEAR RECORD

Capital
Equity
Equity shareholders’
At Total shareholders’ funds NAY Share
30 April assets Borrowings funds per share per share* price Discountt
£000 £'000 £'000 p P p %
1994 499,011 40,000 459,011 1183 118.3 167.0 Q.6
1995 584,020 140,000 444,020 114.4 114.4 104.2 8.9
1996 596,525 40,000 556,525 143.4 143.4 120.6 15.9
1997 639,232 40,000 599,232 154.5 154.5 129.2 164
1908 759 684 40,000 719,684 185.5 185.5 157.9 149
1999 855 290 79,223 776,067 202.0 201.8 171.0 15.3
2000 226,450 108,373 818,077 241.3 2410 201.9 16.2
2001 B&O, 75T 110,269 756,490 247G 2477 219.2 1.5
2002 786,628 110,237 676,391 221.7 221.5 195.3 11.8
2003 606,604 127 493,687 167.7 167.5 143.0 4.6
2004 692,159 79,386 612,773 208.2 208.0 173.0 16.8

* Net gsset vaive [INAV] per share has been caleulated alter deducting prior charges at par value [see note 19, page 48],
1 Discount is the difference between Monks' quoted share price and its underlying net asset value.

Revenue Gearing Ratios
Available Dividend
Year to Gross for ordinary Earnings per per share Expense Actual Potential
30 April revenue shareholders sharet (net) ratio§ gearingy gearingll
£'000 £'000 o p %

1994 15,468 5,898 1.52 1.4C 0.24 Q0 10¢
1995 21,684 8,572 2.21 1.50 0.34 81 132
1996 21,515 10,120 2.61 1.94 0.34 83 107
1997 19,612 0577 2.47 1.94 0.31 Q1 107
1998 19,663 9,492 2.45 1.94 0.44 83 106
1999 22,066 10,138 2.61 1.94 037 81 110
2000 17,560 5,070 1.38 1.94 0.63 38 113
2001 20,758 5,894 1.83 1.80 0.70 Q2 115
2002 18,497 4909 1.61 1.60 0.54 7 116
2003 15,646 3,060 1.04 1.05 0.63 113 123
2004 15,611 3,001 1.02 1.05 0.75 106 113

I The calculation of earnings per share is based on the revenue kom ardinary activiies alter taxation and the weighted average number of ordinary shares in
issue (sea note 8, page 43).

§  FRatio of total operating costs to average shareholders' funds,
. Total assets {including all debt used for investment purposes] less all cash and fixed interest securifies (sxcluding convertibles) divided by sharehaiders’ furds.
Il Total assets lincluding all debf used for invesiment purposest divided by shareholders” funds.

Cumulative Performance (taking 1994 as 100)

Share price Index Dividend Retail
At NAYV NAY Share total  Comparative total Earnings per share price
30 April per share  total returntt price refurntt index returntt  per share (net) index
1994 100 100 100 100 100 100 100 100 100
1995 Q7 28 Q7 o9 101 103 145 107 163
1996 121 125 113 17 125 131 172 139 106
1997 131 137 121 128 124 132 163 139 108
1998 157 167 148 159 152 166 161 139 113
1999 171 185 160 175 180 169 172 139 BE]
2000 204 222 189 209 206 231 @1 139 18
2001 209 231 205 229 121 217 120 129 120
2002 187 208 183 206 160 185 106 114 122
2003 142 159 134 152 123 145 &8 75 126
2004 176 199 162 186 142 171 67 75 129
Compound annual returns
5 year 0.6% 1.5% 0.2% 1.2% (4.6/% (2.91% (17.11% (11.6% 2.4%
10 year 5.8% 7 1% 4.9% 6.4% 3.6% 5.5% 13.9)% 2.8]% 2.6%

tt Source: Thomson Financial Dalastreom.
All per share figures prior to 2002 have been restated for the five for one share split in July 2001.

Past parformance is no guarantee of future performance.
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NRECTORS REPORT

Directors’ Report

| e Directors hove pleasure in submitiing their
Fnnual Report tagether with the results of the
[Company for the year to 30 Aprit 2004.

Review of Activities

During the year under review the Company
as followed the normal activities of an
Hvestment frust company. A review of the
ain features of the vear is contained in the
| “hairman’s Statement and in the Managers’
folio Review on the preceding poges.

wvidends

e Board recommends a final dividend of

65p per ordinary share which, together

ith the interim already patd, makes a totl
1.C5p for the vear.

approved, the recommended final dividend
the ordinary shares will be paid on
August 2004 to shareholders on the

gister at the close of business on 16 July
04.
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Alter payment of the dividend the
accumulated revenue balance is decreased
by £90,000 to £17,098,000.

Status

The Company carries on business as an
investment frust. It was approved by the
Infand Revenue as an invesiment frust
under section 842 of the Income and
Corporation Taxes Act 1588 for the year
ended 30 April 2002, For the year ended
30 April 2003 the Company has received
approval under section 842 subject to
matters that may arise from any subsequent
enquiry by the Iniand Revenue info the
Compeny's tax retun. In the opinion of the
Diractors the Company has subsequently
conducted its affairs so as to encble itto
continue fo cbiain such approval and it will
continue fo seek approval under section 842
of the Income and Corperation Toxes Act
1988 each vear.

The Company is an investment company

within the meaning of secticn 264 of the
Companies Act 1985,

Corporate Governance

Compliance

The Board has considered the principles set
out in the 1998 Combined Code [the 11698
Cade’] and has aiso considerad the revised
Combined Code on Corporste Govemnance
fthe ‘revised Code’} and the AT Code on
Corporate Governance (the ‘AlTC Code’],
both of which were published in July 2003,
The Boord believes that the Company’s
curtent practice, given the spacial
circumstances of an invesiment tust compony,
is in all material respects, consistent with the
principles of the 1998 Code and that it hos
taken the necessary steps to comply with the
principles of the revised Code that are
relevant to it. The Company has complied
throughout the year under review with the
provisions set out in Section | of the 1998
Cade which are relevant to it (unless
otherwise stated below).




The Board is also adhering o the principles
and recommendations of the AITC Code
excapt that it does not disclose Directors'
sharehaldings in companies where the
Company has a notifiable stoke or where the
holding represents 1% or more of the tofal
value of the portfolio,

The Board

The Board has overall responsibility for the
Zompany's offairs. it has a number of matters
reserved for its opproval including strategy,
Tnvestment policy, borrowings, freasury
rnatters, dividend and coporate governance
clicy. Full and timely information is provided
o the Board to enable the Board to function
Effectively and to allow Directors 1o discharge
heir responsibilities, The Board also reviews
he financial statements, investment
bransactions, revenue budgets and
berformance.

L inder the provisions of the Company's
Puticles, a Director appointed during the yeor
5 required fo retire and seek slection by
hareholders af the next Annual General
eeting. The articles also require that one
ird of the Directors refire by rotation and
bmit themselves for re-glection ot least once
very three yaars, The Board has resolved
rther that any Director who has served on

e Board for mare than nine years will submit
imself for re-election annually.

ew Directors appointed fo the Beard have
fermal induction meeting with the Manager,
iraciors will receive other relevant training as
CaSSary.

ere is on agreed procedure for Directors to
ek independent professional advice if
cessary af the company’s expense. The

Company also mainiaing Directors’ and
Cificers” Liability insurance.

The number of meetings of the Board and the
Audit Committee during the vear ond the
attendance of the individual Directors at those
meetings is shown in the following fable.

Audit

Board  Committee

Number of meetings 6 2
Sir Charles MNunneley & 2
CC Ferguson 4 ]
JGD Ferguson & 2
EM Harley & 2
Lord Howell b 2
DCP McDougall b 2
MB Sayers 2 ]

CFE Shakeray

i
)

M MB Sayers atended all the mestings
held up to the date of his retiral and

Ms CC Ferguson attended all the meetings
held since her appointment. Due to ill health,
M CFE Shakerley was unable to attend the
meetings held pricr fo his refiral,

The Board currently comprises six Directors all
of whom are norrexecutive ard are
considered to be independant. The executive
responsibilifies for investment management
hove been delegated fo the Company's
Meragers and Secrefaries, Baillie Gifford &
Co, and in the context of @ Board consisting
entirely of nonexecutive Directors there is no
chief executive officer,

Mr McDougall was a senior parner of Baillie
Gifford & Co until he refired on 30 April
1999, He is also a direcior of Pacific
Horizon Investment Trust ple which is

managed by Bailie Gifford & Co. The Board

DIRECTORS' REPORT

believes that this does not affect Mr
McDougall's independence and that he is
independent in character and judgement and
there are no relationshins or circumstances
that are likely to affect his judgement, Sir
Charles Nunneley, having sernved on the
Board for mace than nine years, will offer
himself for re-election for a further period of
one year. The Board takes the view that his
independence has not been compromised by
his length of service and that his experience
adds significantly to the strength of the Board.
Mr Ferguson and Mr McDougall are both
directors of The Indegendent Investment Trust
but the Board doss net believe that this
affects their independent judgement. lord
Howell is the Senior Independent Direcior,

Given the nonexecutive nature of the Board o
separate nomination commitiee has not been
established. |t is the view of the Board that
the appeoinmment of new Directors should be a
matter for consideration by the Board as @
whole.

During the course of the yeor the Board
reviewed Its composition having regord to the
present and future needs of the Company

and the need for o bolanced Board.

Mr MB Sayers and Mr CFE Shakerley retired
from the Board on & August 2003, Mr EM
Harley, who was appointad to the Board on
3 June 2003, is a director at Cazenove Fund
Management and brings considerable
experience of overseas markets to the Board.
Ms CC Ferguson, who was appointed on

1 September 2003, s « former partner in
Wood Mackenzie & Co, stackbrakers, o
director of Carmore Smaller Companies
Trust ple and the Association of Investment
Trust Companies. She brings considerable
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inancial senvices experience fo the Boord,
_ord Howell will retire from the Board at the
“onclusion of the forthcoming Annual General
Mieeting and Sir Charles Nunneley will refire
mmediately following the Anrual General
Meeting in 2005.

During the year, the Chairman appraised
=ach of the Directors. The Board, under the
<adership of the Senior Independent Director,
appraised the Chairman. In addition, the
Soord assessed is collective petformance.
~ach Director's performance continues fo be
ffective and each remains commited to the
[ompany.

[ he Directors have appropriate business and
‘nancicl experience o enable the Board to
brovide effective strategic leadership and
bropsr governance of the Company.
Hformation about the Directors, including
neir relevant experience, can be found on
=ages @ ond 10

| emuneration
ince all the Directors are non-executive, o
munsraticn Committse is considered
necessary. The Company’s policy on
muneration is set out in the Directors’
muneration Report on pages 31 and 32.

ternal Controls and Risk Management
e pracfical measures to ensure compliance
ith regulation and company low, ond to
ovide effactive and efficiert operations and
vastment management, have been

legated 1o the Managers and Secretariss,
illie Gifford & Co, under the terms of the
anagement Agreement. The Board
knowledges its responsibilities fo supervise
d control the discharge by the Managers
d Secrefaries of their obligaticns.

ANNUAL REPORT 2004

Baillie Gifford & Co is responsible for the
design, implementation and mainfenance of
control policies and precedures to safeguard
the assafs of the Campany and to manage its
affairs properly. This responsibility also
extends to mairfaining effective operational
and comgliance conirols and risk
management.

The Company's invesiments are segragoted
from those of Baille Gifford & Co and ifs
ofher clients through the cppointment of The
Bank Of New York Limited as independent
custodian of the Company's investments.

Baillie Gifford & Co has an established
complicnze function in accordance with
Financial Services Authcrity regulations. The
compliance function provides the Board with
a report on monitoring procedures at least
annually. Baillie Gifford & Co conducts an
annual review of its system of infernal confrols
which is documented within an internc!
contrals repert. This report Ts independently
reviewed by Baillie Gifford & Co's auditors.
A copy of the internal controls report is
submitted to the Board. The Baillie Gifford &
Co heads of intemal audit and compliance
provide the Board with regular reports on its
monitoring programmes,

The Directers acknowledge their responsibility
for the Company's system of internal controls
and for reviewing its effectiveness. The system
of infernal controls is designed to manage
rather than eliminate risk and can only
provide reasonable but not absolute
assurance against material misstaterment or
lass. The Directors confirm that they have
raviewed the effectivenass of the system and
they have procedures in place o review iIs
effectivenass on a regular basis.

The Board has undertaken o full review of cll
aspacts of the published guidance ‘Internal
Cortrol: Guidance for Direcrors on the
Combined Code’ {the Turmbull guidance! and
has established an ongoing orocess for
identifying, evaluating and managing the
significant risks faced by the Company, in
accordance with the Turnbull
recommendations. To ensure that risk
managenent and infernal controls are
considered on a reguler basis and that a full
risk and confrol assessment is undertaken on
an annual basis, the following processes
have been established in compliance with the
guidence;

internal controls swategy has been
tormalised fallowing the praduction of o
detailed risk map whereby significant risks
are identified and the key contrals 1o
manage these risks are confirmed as in
place and operating effectively;

* raporting procedures for the infernal qudit
department, in respect of its risk framework
monitoring and audit programme, and the
compliance department, in respect of its
regulatory monitoring programme, are
defined and formolised within o service
level agreement; and

¢ regular eports on internal controls are
orepared by the Managers and submitted
for Board review.

These procedures ensure that consideration is
given regularly to the nature and extent of the
risks facing the Company and that thay are

being actively monitored. Whera changes in
risk have been identified during the yeor they
also provide o mechanism to assess whether
further action s required to manage the risks




‘dentified. The Boord confitms that these
orocedures have been in place throughout the
Zompany's financial year, are operating
=ffectively and continue to be in place up fo
‘he date of apwioval of this Report.

Accountability and Audit

The respective responsibilities of the Directors
and the auditors in connection with the
=inancial Statements are sef out on pages 33

ond 34,

"he accounts have been prepared on the
Boing cancemn basis as i is the Directors’
bpinien that the Company will continue in
boerational existence for the foreseeable

L Jture.

B Audit Committee has been established in
Fompliance with the Combined Code
onsisting of nonexecutive Directors, all of
-hom are considered by the Board to be
dependert. its authority and duties cre
learly defined within its written terms of
=ference which are available on request.
he Chairman of the Board, who is a
“hartered Accountant, is Chairman of the
udit Commiftee in view of his extensive and
levant financial experience.

& Commifiee meefs at least twice a year
review the Company's inferim and annual
ancial siatements. The Committee keeps
der review the scope and effectivenass of
e external audit and considers on a
ular bosis the independence and
lectivity of the externcl auditors, It meets
least annually with the external auditors
d approves the level of fees for audit and
n audit services. It also reviews regularly
e terms of the Investment Management
reement.

Directors’ Interests

DIRECTORS REPORT

Nature Ordinary 5p shares held at
Nore of inferest 30 April 2004 30 April 2003
Sir Charles Nunneley Beneficial 10,000 10,000
CC Ferguson {appointed 1 September 2003]  Beneficial 29,265 -
JGD Fergusen Bensficial 10,000 10,000
EM Harley (appointed 3 June 2003) Benaficial 10,000 -
Lord Howell Beneficial 2,013 6,150
DCP McDougall Beneficial 1,375,000 1,375,000

The Directors at the end of the vear under review, and their interests in the Company, were as
shown above. There have been no changes intimated in the Direcrors” interests up to 14 June

2004.

* Holding o date of appointment

Investment Manager

An Investment Management Agresment
between the Company and Baillie Gifferd &
Coc sefs out the matters over which the
Managers have authority in cccordance
with the policies and directions of, and
subject fo restrictions imposed by, the
Board. The Management Agreement is
terminable on not less than 12 months'
notice. Detalls of the fee arrangements
with Baillie Gifford & Co are shown on
page 41,

The Board considers the Company's
investment management and secretarial
arrgngements for the Company on an
ongoing basis and o formal review is
corducted annually. The Board considers,
emongst oihers, the following topics in its
review: quality of policy guidance; success
of investment siraiegy, investment
peformance; the level of service provided
in terms of accuracy and timeliness of
repotts to the Board; qudlity of marketing
efforts; comparative costs and
comemunications with shareholders,
Following the most recent review the Boord
is of the opinion that the confinued
appointment of Baillie Gifford & Co as
investment managers, on the terms agreed,
is in the best interests of shareholders.

Relations with Shareholders

The Company’s Managers meet regularly
with shareholders and their representatives
and report to the Board. The Chaimman is
available to meet with shareholders as
appropricte, Shareholders wishing to
communicate with the Chairman, the Senior
Independent Cirector or any other member of
the Boord may do so by wiiting to the person
concerned, for the aftention of the Secretaries,

of the oddress on e back cover. The
Company's Annual General Mesting
provides o forum for oll communication with
shareholders and the Board announces the
level of proxies lodged. The notice period for
the Annual General Meeting is of leost

20 working days.

The Company has given discrefionary
voling powers fo the investment managers,
Bailiie Gifford & Co. The Managers vore
against resoluticns considered damaging to
shareholders’ rights or economic inferests.
Boillie Gifford & Co gives due weight fo
what it considers to be socially responsible
investment when making investment
decisions, but its overriding cbjective is to
produce good investment returns for
sharsholders.

Directors

Information about the Directors, including
their relevant experience, con be found on
pages 9 and 10.

Mr MB Savers and Mr CFE Shakerley retired
from the Board on & August 2003,

Lord Howell will retire from the Board at the
conclusion of the Annual General Meeting.

Sir Charles Nunneley refires by rotaticn, and,
having served on the Board for more than
nina yaars, offers himself for re-election for o
futther period of one year. The Boord has
considered the re-election of Sir Charles
Nonneley, appraised his pedormance and
reviewed his independent status. Sir Charles,
whe will refire from the Board following the
Annval General Mesting in 2005, hos o
weclth of financial services ond investment
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substantial Holdings

Name

Scoftish Widcws lnvestment Partnership Lid
J.S. Steel and Carmegie Pension Plan

The Standard life Assurance Company
3arclays PLC

legal and General Invesiment Management Limited

No. of ordinary

5p shares held % of issue
15,586,706 5.30
12,820,000 4.36
10,942,365 3.72
2,462,789 3.21
9,071,665 3.08

The above information has been infimated to the Company as at 14 June 2004 in compliance

with section 198 of the Companies Act 1985.

7ust experience which adds significantly fo
*he strength of the Board. The Board therefore
-ecommends his reelection.

"¥s CC Ferguson was oppointed to the
Soard on 1 September 2003 and her
“ppointment falls tc be confirmed at the
“\nnucl General Meeting. Ms Ferguson has
~aluable financial services experience and the
Soard recommends her election,

Repurchase of Shares

[he Company's buybock authority was last
kenewed at the AGM on 6 July 2003 in
pespect of 44,123,858 shares of 5p eoch
Esquivalent to 14.99% of its then issued shore
Eapital). No shares were bought back during
e year under review.

Lhe principal reosons tor share buy-bocks

re:

Ci} to enhance net osset value for continuving
shareholders by purchasing shares at a
discount to the prevailing net asset value;

i} to cddress any imbalance between the
supply of ond the demand for Monks
shares thot results in a discount of the
quoted market price to the published net
asset volue per share.

" ANNUAL REPORT 2004

Shares are purchased af a price (cfter
allowing for costs) below the net asset value
ond subsequently concelled, thereby
reducing the issued share capital {see nofe
16 on page 47). As a result of such
purchases, since April 1999 the net asset
value per share of the Company is
approximately 4% higher than it would
otherwise have been.

The Directors are seeking shareholders’
approval at the Annucl Gereral Meefing to
renew the authority fo purchase up to
14.99% of the Company's ordinary shares in
issue at the date of passing of the resolution,
such authority to expire at the Annual General
Mesting of the Compony to be held in
respect of the year ending 30 April 2005 or
2 February 2006, whichever is the earlier.
Under the listing Rules of the UK Listing
Authority of the Financial Services Authority,
the maximum price that may be paid on the
exercise of the authority must not exceed
105% of the average of the middle market
quetations for the shares over the five
business days immediately preceding the date
of purchase. The minimum price that may be
paid wili be 5p per share. Purchases of
shares will be made within guidelines
established, from time to fime, by the Board.
Your attention is drawn to Speciai Business,
Resolution No. 8, in the Notice of Annual
General Meeting.

Creditor Payment Policy

It is the Company's payment policy to obtain
the best terms for cll business. In general, the
Company agrees with its suppliers the terms
on which business will take place and it is its
policy to abide by these terms. The Compony
had no trade crediters ot sither 30 April
2003 or 30 April 2004,

Auditors

Resclutions to reappoint
PricewaterhouseCoopers P as auditors to the
Company and o outhorise the Directors to
determine their remuneration will be proposed
at the AGM.

By order of the Board

BAILUF GIFFORD & Co
Managers and Secretaries

16 June 2004

@@; Caped L
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Directors’ emoluments for the year (audited)

2004 2003

£ £

Sir Charles Nunneley (Chairman) 22,500 20,250
CC Ferguson [appeinted 1 September 2003] 10,007 -
JGD fergusen 15.000 13,500
EM Harley [appointed 3 June 2C03) 13,675 -
Lord Howel 15,000 13,500
DCP McDougall 15,000 13,500
MB Sayers [retired 6 August 2003] 3,997 13.500
CFE Shokerley (refired 6 August 2003) 3,997 13,500
99,176 87,750

The Directors whe servad in the year received the above emoluments in the form of fees.

Directors’ Remuneration Report

he Board has prepared this report, in
mccordance with the requirements of
chedule 7A to the Companies Act 1985,
- ordinary resolution for the appraval of this
=oort will be put to the members af the
Drthcoming Annual General Mesting,

e low reguires the Company’s auditors to
udit certain of the disclosures provided.
Phere disclosures have been oudited, they
re indicated as such. The auditors’

pinion s included in their report on pages
4 and 35,

emuneration Committee

e Company has six Directors, all of whom
& nonexecutive. There is no separate
muneration commiftes and the Board as @
hole considers changes to Directors” fees

m time to time. Baillie Gifford & Co, who
ve been appointed by the Board as
cragers and Secretaries, provide advice

d compargtive information when the Board
nsiders the Jevel of Directors’ fees.

Palicy on Directors’ fees

The Board’s policy is that the remuneration of
Directors should be sef af a reasenable level
that is commensurate with the dufies and
rasponsibiliies of the role and consistert with
the requirement to attract and retain Directors
of the appropriate quality and experience. It
should also eflect the experience of the
Board as a whole, be fair and should take
account of the level of fees paid by
comparable investment trusts. This policy will
continue for the year ended 30 April 2005
and subsequent years.

The fees for the nonexecutive Directors

are determined within an aggregate limit
set out in the Company's Atticlas of
Association, which currently stands at
£200,000, Non-executive Directors are
nat eligible for any other remuneration apart
from the reimbursement of allowable
eXpenses.

The Board reviewed Direcfors’ fees during the
year and concluded that they should remain

unchanged at £22,500 for the Chairman
and £15,000 per Director

Directors’ and officers” liability insurance
cover is held by the Company in respect of
the Directors.

Directors’ service contracts

itis the Board's policy that none of the
Directors has a service contract. Al of the
Directors have been provided with
appointment lefters and the terms of their
appointment provide that Directors shall refire
and be subject fo election at the first Annual
General Meeting after their appointmant.
Thereatter they are obliged to refire by
rofation, and, if they wish, 1o offer themselves
for re-election no longer than every three
years after that. The Board has also resolved
that any Directer who has served on the
Board for more than nine years will submit
himself for re-election annually. There is no
ncfice pericd and no provision for
compensation upon early fermination of
appoiniment.
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irectors’ service details

- Chorles Nunneley
— Ferguson

D Ferguson

A Har%sy

rd Howell

P McDougall

ompany performance

= graph below compares the share price

[ return {assuming all dividends are
vested) to Monk's ordinary shareholders
pared with the totel shareholder return an
notional investment made up of shares in

= component parts of the FTSE AlkShare
Box. This index was chosen for comparison
-poses, as it is a widely used measure of
-formance for UK listed companies (FTSE
corld Index, which is the Company's
rparative index, is provided for

brmation purposes only).

NNUAL REPORT 2004

Date of Due dote for
appoiniment election/re-election

97 April 1977 AGM 2004

I September 2003 AGM 2004
3 January 2002 AGM 2005

3 June 2003 AGM 2006

26 May 1993 Retiring AGM 2004

30 November 196¢ AGM 2005

Approval

The Directors’ Remuneration Report on pages
31 and 32 was approved by the Boord of

Directors on 8 June 2004 and signed on its
behalf by:

CHARLES NUNNELEY J I e

Chairman




Statement of Directors’
Responsibilities in Respect of
the Financial Statements

“ompany law requires the Directors to
Lrepare financial statements for each financiol
eear which give o fue and fair view of the
ate of affairs of the Company and of the
Lroﬁr or loss for that period. In preparing

ose finonciol statements, the Directors are
Equired to:

select suitable accounting policies and then
apply them consistently;

make judgements and estimates that are
raasonable and prudent;

state whether applicable accounting
standards have been followed, subject 1o
any material departures disclosed and
explained in the financial statements: and

* prepare the financial statements on the
going concern basis unless it is
incppropriate fo presume that the Company
will continue in business.

The Directors are responsible for keeping
proper acceunting records which disclose
with reasonable accuracy at any time the
financial position of the Company and 1o
enable them to ensure thot the financial
statements comply with the Companies Act
1985, They have general responsibility for
taking such steps as are reasonably apen to
them to safeguard the assets of the Company
and te pravent ond detect fraud and other
imegularities.

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

THE MONKS INVESTMENT TRUST PLC 33




NDEPENDENT AUDITORS® REPORT

Independent Auditors’ Report

to the members of The Monks Investment Trust PLC (‘the Company)

- Ne have qudited the financial statements
Hvhich comprise the statement of total return,
e balonce sheet, the cash flow statement
bnd the wlated notes 1 10 25 of the financial
Hatements. Ve have also audited the
Hisclosures required by Part 3 of Schedule 7A
b the Companies Act 1985 contained in the
Directars” Remuneration Report ('the auditable
bt

espective responsibilities of
irectors and Auditors

he Directors’ responsitiliiies for preparing
e Annual Report, the Directors’
munaration Report and the financial
atemenfs in accordance with applicable
nited Kingdom law and accounting
andards are set out in the Statement of
irectors’ Responsibilities.

ur responsibility is to audit the financial
atements and the auditable port of the
irectors” Remuneration Report in accordance
ith relevant legal and regulatory

ANNUAL REPORT 2004

requirements and United Kingdom Auditing
Standards issued by the Auditing Practices
Board. This report, including the opinicn, has
been prepared for and anly for the
Company's members as a body in
accordance with Section 235 of the
Companies Act 1985 and for no other
purpase. Ve do not, in giving this opinion,
accept or assume responsibility for any other
purpose of fo any other persen to whom this
report is shown or into whose hands it may
come save where expressly agreed by our
pricr consent in writing.

We report to you our opinion ds fo whather
the financial siatements give o five ond foir
view and whether the financial statements
and the auditable part of the Diractors’
Remuneration Report have been properly
prepared in accordance with the Companies
Act 1985, We also report to you if, in our
opinion, the Directors’ Report is not consistent
with the financial sratements, if the Company
has not kept proper accounting records, I we
heve not received all the information and

explanations we require for our audit, or if
information specified by law regarding
Directors’ remunerction and transactions is not
disclosed.

We read the other information contained in
the Annual Report and consider the
implications for aur report if we become
aware of any apparent misstatements or
material inconsistencies with the financial
statemeants. The other information comprises
only the Direciors’ Repot, the uncudited past
of the Directors” Remuneration Report, the
Chairman's Statement and the Managers’
Repor.

We review whather the corporate
governonce statement reflects the Company's
compliance with the seven provisions of the
Combined Code issued in June 1998
specified for our review by the Listing Rules of
the Financial Services Autharity, and we
report if it doss not. We are nat required to
consider whether the Board’s stafements on
infernal contrel cover all risks and contrels, o




orm an opinicn on the effectiveness of the
bmpany’s corporate governance procedures
ts risk and control procedures.

Eis of audit opinion

conducted our audit in accordance with
Hiting Standords issued by the Auditing
kofices Boord. An audit includes
Dmination, on a lest basis, of evidence
=vant to the amounts and disclosures in the
Cncial staternents and the auditoble pon of

Directors’ Remuneration Report. It also
Pudes an assessment of the significant

mates and judgements made by the
gcrors in the preparation of the financial
Fements, and of whether the accounting
icies are appropriate to the Company's
Cumstances, consistently applied and
=quately disclosed.

= planned and perdormed our audit so as

bbiain all the information and explanations
ch we considered necessary in order to
ide us with sufficient evidence ta give

INDEPENDENT AUDITORS' REPORT

reasonable assurance that the financial properly prepared in accordonce with the

statements and the auditable part of the ompanies Act 1985

Directors' Remuneration Report are free from % o D gy A T o

materiol misstatement, whether coused by P (L m‘{/)‘ t
PricewaterhouseCoopers LLP

froud or other irregularity or error. In forming
our opinion we also evaluated the overall
adequacy of the presentation of information
in the financial statements. Edinburgh

16 june 2004

Chartered Accountants and
Registered Auditors

Opinion
In our opinion:

* the financial statements give a true and fair
view of the state of the Company's affairs
at 30 April 2004 ond of its total refurn and
cash flows for the year then ended ;

the financiai statements have been properly
prepared in accordance with the
Companies Act 1985; and

those parts of the Directors” Remuneration
Report required by Part 3 of Schedule 7A
to the Companies Act 1985 have been

THE MONKS INVESTMENT TRUST PLC 35




TATEMENT OF TOTAL RETURN (incorporating the revenue account*}

for the year ended 30 April 2004 for the year ended 30 April 2003
Revenue Capital Total Revenue Capital Total
Notes £'000 £000 £'000 £°000 £'000 £000
Gains/{losses) on investments Q - 115,859 115,859 - {159,385 {159,385)
Currency gains/{losses) 17 - 3,317 3,317 - {2,839 {2,839
Income 2 15611 - 15,611 15,646 - 15,646
Investment management fee 3 {3,311 - 3311) {2,983 - {2,983)
Other administrative expenses 4 (824 - {824} |703) - (703)
Net return before finance costs
and taxation 11,476 119,176 130,652 11,960 [162,224] {150,264)
Finance costs of barrowings 5 {7,315 - {7,315) (8,147 - (8,147
Return on ordinary activities
before taxation 4,161 119,176 123,337 3,813 {162,224 (158,411}
Tax on ordinary activifies o) 11,160 - {1,160 753} - 753)

Return an ordinary activities
after taxation 3,001 119,176 122,177 3,060 162,224) (159,164)

for the finoncial year affiburable o equity shoreholders

Dividends in respect of equity shates 7 13.091} - {3,091) 12,983} - (2,983
Transfer (from)/to reserves (90} 119,176 119,086 77 (162,224) (162,147)
Return per ordinary share 8 1.02p 40.49p 41.51p 1.04p (54.87p) (53.83p}

* The revenue column of this statement is the profit and loss account of the Company.
All revenue and capital items in this statement derive from confinuing operations.

The accempanying notes on pages 3@ to 49 are an integeal part of this statement.
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Fixed assets
Investments

Current assets
Debtors
Cash at bank and in hand

Creditors
Amounts falling due within one vear

Net current assets/{liabilities)
Total assets less current liabilities

Creditors
Amounts falling due cfter more than one year

Capital and reserves
Called-up share capital
Share premium

Capital redemption reserve
Capital reserve — realised
Capital reserve — unrealised
Revenue reserve

Equity shareholders’ funds

Net asset value per ordinary share

Notes

11
10

17

17

20

at 30 April 2004
£:000 £'000

681,256

3,982

11,521

15,503

[4,500)
10,903

692,159

[79.386)

612,773

14,718
11,100
4,680
466,425
98,752
17,098

612,773

208.0p

The Accounts were approved by the Board and signed on their behalf on 16 June 2004.

CHARLES NUNNELEY

oy
Chairman Q(-/{/(/gu‘—%«’/@@ﬁ

The accompanying notes on pages 39 to 49 are an integral part of this statement.

BALANCE SHEET

at 30 April 2003
E'000 £'000

602,937

5,330

3,952

G282

[32,178]
129,894

573,041

(72.354)

493,687

14,718
11,100
4,680
466,868
(20,8671
17,188

493,687

167.5p
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CASH FLOW STATEMENT

for the year ended

for the year ended

30 April 2004 30 April 2003

Notes £000 £'000 £'000 £'000
Net cash inflow from operating activities 21 11,958 13,133
Servicing of finance
Inferest poid (7.316] {8,150)
Net cash outflow from servicing of finance (7,316) (8,150}
Taxation
Overseas tax incurred {816} (752}
Total tax paid (816 762)
Financial investment
Acquisitions of investments (149,228 (266,999
Disposals of investents 186,308 287,248
Realised currency gain/(less) 382 {32)
Net cash inflow from financial investment 37,462 20,217
Equity dividends paid (3,091} (4,121}
Net cash inflow before financing 38,197 20,287
Financing
Shares purchased for cancellation - (20,557}
Bank loans repaid (30,628 {34,291)
Bank loans drawn down - 34,131
Net cash outflow from financing 130,628 (20,717)
Increase/(decrease) in cash 22 7,569 (430)
Reconciliation of net cash flow to
movement in net debt 22
Increase/{decreasel in cash in the year 7,569 1430)
Net outfiow from bank loans 30,628 160
Exchange movement on bank loans 2,935 {2,807
Orther noncash changes (32) {33)
Movement in net debt in the year 41,100 13.110)
Net debt at 1 May [108,965) (103,855
Net debt at 30 April (67,865} (108,965)
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ITES TO ACCOUNTS

Principal Accounting Policies

summary of the principal accounting
slicies, which are unchanged from last
sar and have been applied consistently, is
it out below.

) Basis of Accounting

1e accounts are prepared under the
storical cost convention, medified fo
clude the revaluation of fixed asset
vestments, and on the assumption that
pproval as an invesiment frust will
ontinue to be granted.

"e accounts have been prepared in
ccordance with applicable UK accounting
andards and with the revised Statement

F Recommended Practice ‘Financial
katements of lnvestment Trust Companies’
sued in January 2003, which has not led
> any changes in accounting policy.

5} Investments

sted investments are shown at middle
arket value, or in the case of FTSE 100
Sastitvents, Gt last traded prices issued by
e london Stock Exchange.

sted invesiments include Open Ended
Fvestment Companies [OEICs) authorised
the UK these are valued ot mid price
Hd are classified for valuation purposes
—cording 1o the principal geographical
ea of the underlying holdings.

Hlisted investments are shown af o
bluation defermined by the Directors

hsed upon latest decling prices,
Hokbroker valuations, net asset values and
er information, as oppropriate.

Income

Income from equity invesiments is
brought info account on the date on
which the investments are quoted ex-
dividend or, where no exdividend date
is quoted, when the Company's right to
receive payment is estoblished.
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{ii} Inierest from fixed interest securities is
recognised on an aceruals basis. Fixed
interest securifies issued af o significant
discount or premium are accounted for
on an effective yield basis.

(i) Unfranked investment income includes
the foxes deducied ot source.

{iv) Franked investment income is skaled net
of tax credits.

{v] Interest receivable on deposits is
recognised on an accruals basis.

(vi] i scrip is taken in lisu of dividends in
cash, the net amount of the cash
dividend declared is credited to the
revenue account.

{d) Expenses

All expenses are accounted for on an
ccervols basis and are charged thiough
the revenue account except where they
relate directly to the acquisition or disposal
of an investmant, in which case they are
added to the cest of the investment or
deducted from the sale proceeds.

{e) Long Term Borrowings and Finance
Cosis

long term borrowings are carried in the
balance sheet at the cumulative amaount of
net proceeds after issue, plus accued
finance costs. The finance costs of such
borrowings are allocoted 1o the revenve
account at @ constont rafe on the carrying
amount, [ssue costs are written off at a
constant rele over the life of the
borrowings.

A Taxation

Deferred taxation is provided on all timing
differences which have criginated but not
reversed by the balance sheet date,
calculated at the current tax rafe relevant to
the benefit or liability. Deferred tax assets
are recognised only to the extent that 1t is
more likely than not that there will be
taxable profits from which underlying iming
differences can be deducted.

{g) Foreign Currencies

Transactions invelving foreign currencies
are convered ot the rate wling af the time
of the transaction. Assets and liabilities in
foreign currencies are franslated af the
closing rates of exchange at the balance
sheet date. Any gain or loss arising from ¢
change in exchange rale subseguent to the
date of the fransaction is included s an
exchange gain or loss in capital reserve or
revenue reserve as appropricte,

{h) Capital Reserves

lii Capital Reserves Realised:
Gains and losses on realisation of
investments and realised exchange
differences of a capital nature are dealt
with in this reserve. Purchases of the
Company's own shares for cancellation
are also funded from this reserve.

(i1l Capital Reserves Unrealised:
Urrealised appreciation/[depreciation)
represents the amount by which the
market value of assets and licbilities
differs fram their book value and is
dealt with in this reserve.
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Income
2004 2003
£:000 £'000
Incame from investments
Franked investment income 4177 4,405
UK unfranked investment incomet 3,554 3,664
Overseas dividends 6,947 6,042
Overseas interest 139 1,2Q0
15,217 15,401
Other income
Deposit interast 231 101
Undenwriting commission 103 144
394 245
Total income 15611 15,646
Total income comprises
Dividends 12,299 11296
Inferest from investments 2.918 4,105
Cther 394 245
15,611 15,646
Income from investments
Listed UK 8131 8,069
listed overseas 7,086 7,332
15,217 15,401
t Includes income kom OEICs.
Investment Management Fee - ali charged to revenue
2004 2003
£000 £°000
Investment management fee 3,057 2.707
Irrecoverable VAT thereon 254 276
3,311 2,983

Baillie Giftord & Co is employed by the Company as Managers and Secretaries under a management agreement which is terminable on
not less than 12 months' natfice, or on shorer notice in certain circumstances. The fee in respect of each quarter is 0.1125% of the tofal
assets less current liabilities and is subject 1o VAT ot the cppropriate rate. The management fee is levied on all assets, including heldings

in collective investment schemes (OEICs) managed by Ballie Gifford & Co. However, the OFICs” share class held by the Company does
not affract a management fee.

Other Administrative EXpenses — all charged to revenue

2004 2003

£'000 £'000

Generad administafive expenses 713 604
Directors’ fees [see Dirsctars” Remuneration Repaort on pages 31 and 32) 99 88
Auditors’ remuneration for audit services 12 11
824 703
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Finance Costs of Borrowings - all charged to revenue

2004 2003
£'000 £'000
Bark loans 333 1.165
Debentures stocks 6,982 6,582
7,315 8,147
Tax on Ordinary Activities
2004 2003
£'000 £'000
Owerseas taxation — current year 793 783
- adjustment to prior years 367 300
Total current tax 1,160 1,083
Deferred toxation {see note 15) - 1330
1,160 753
The tox assessed for the vear is lower than the standard rate of corporation tax in the UK [30%)
The differences are explained below:
Revenue refurn on ordinary activities before taxaticn 4,161 3,813
Revenue refurn on ordinary activities multipfied by the standard rate of corpeoration tax in the UK
of 30% {2003 - 30%) 1,248 1,144
Effects of:
income not taxable {franked investment income) {1,253 {1,321}
Income taxable in different pericds {88 (62
Taxable lesses in year not utilised 905 1,090
Owerseas withholding tax written off on income taxable in different periads (24 5
Owerseas refundable tax deemed irecoverable 367 300
COwverseas refundable tax written off claimed as o deduction 1o {0
Adjustment to income received from OEICs for tax purposes 25 7
Current tax charge for the year 1,160 1,083

Capital retumns are not included in the above analysis since, os an nvestment Trust, the Company’s capital gains are not taxable.

Ordinary Dividends

2004 2003 2004 2003
£000 £'000
Adjustment to previous year's final dividend
re shares bought back - - - {108)
Interim dividend per ardinary share (poid 30 Jonuary 2004} 0.40p 0.40c 1,178 1,178
Proposed final dividend per ordinary share
(payable & August 2004] 0.65p 0.65p 1913 1.913
1.05p 1.05p 3,091 2,983

ANNUAL REPCRT 2004




Return per Ordinary Share

NOTES TO ACCOUNTS

2004 2003
Revenue Capital Total Revenue Capital Total
£'000 2000 £'000 £'000 £000 £000
Return on ordinary activities
ofter foxation 3,001 119176 V22,177 3,060 {162,224 {159,164)

Return per ordinary share is based on the above retums and on 294,355,295 (2003 ~ 295,654, 199) ordinary shares of 5p, being

the weighted average number of ordinary shares in issue during the year.

Fixed Assets — Investments

2004 2003
£°000 £000
Listed at market value — UK 185,012 184 467
~ Overseas 482 059 408,587
Unlisted 14,185 9.883
681,256 602,937
Listed Listed
in UK overseas Unlisted Total
£000 £000 £000 £000
Cost of investments held at 1 May 2003 174,302 438,623 11,447 624,372
Unrealised appreciation/{depreciction] ar 1 May 2003 5,041 [24,912) {1.564) (21,435)
Value of investments held at 1 May 2003 179,343 413,711 5,883 602,937
Movements in year:
Purchases af cost 22,704 125277 - 147,981
Sales—proceeds [55,435) 128,603 {1,283 {185,521}
—reclised gains/{losses) on soles 5,832 (9,277) {833) {4,328)
Mavement in unrealised appreciation/{depreciation) 32 748 80,951 6 468 120,187
Vohe of investments held of 30 Aprit 2004 185,012 482,059 14,185 681,256
Cest of investments held at 30 April 2004 147,203 426,020 Q281 582,504
Unreclised appreciation ar 30 April 2004 37,809 56,039 4,504 98,752
Value of invesments held ot 30 April 2004 185,012 482,059 14,185 681,256
2004 2003
£'000 £'000
Gains/{losses) on investments
Realised losses on sales {4,328) 41,018
Mevement in unreclised appreciation/{depreciation) 120,187 (118,367
115,859 {159,385)

The movement in unrealised appreciation/{depreciation] of £120,187,000 comprised £186,663,000 previcusly recognised as
unrealised appreciation/|depreciation) in respect o sales in the year and £103,524,000 in respect of other movements in

appreciation/ [depreciation).
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Fixed Assets — lnvestments (continued

During the year the Company held shares in Open Ended Investment Companies {OEICs! managed by Baillie Gifford & Co, the
Company’s invesiment manager. The share class held in these OEICs does not attract a management fee. At 30 April 2004 the
Company held:

2004 2003
% Y
of share of share
Shares held class held Shares held class held
Buillie Gifford British Smaller Companies Fund 5,396,007 489 5,396,007 47.2
Baillie Gifford High Yield Bond Fund 16,306,033 56.1 32,052,006 6.4
Baillie Gifford Japanese Smaller Companies Fund 454,000 3.6 - -
Baillie Gifford tatin American Fund = - 3,000,000 200
Baillie Gifford Pacific Fund 42,500,000 Q5.2 39,310,000 99.8

J Financial Assets

Al list of the Company’s investments is given on pages 20 to 24 In addition, a geographical anclysis of the porfolic, an analysfs of
the investment portfolio by broad industrial or commercial sector, and a list of the 30 largest equity investments by their aggregate market

value are contained in the Managers’ Review section. Al financial assets and short term liabilities are included in the accounts ot market
value {see note 1}.

Exposure to curtency risk through asset allocation is indicated on page 14.

The interest rate risk profile of the Company's financial assefs at 30 April was:
p pany {2

2004 2003
Weighted Weighted
Market Weighted average Market Weighted average
valye average period until value average pericd until
£000 interest rate maturity £'000 interest rate maturity
Fixed rate:
Furcpean bonds 1,690 14.0% 23 years - - -
Floating rate:
Euro bonds [linked to
euro UBOR) - - - 1728 7.5% 22 years
UK bonds (linked to
sterling LIBOR) 13,911 4.1% 59 years 13,532 4.1% 60 years
Fixed interest collective
investment scheme:
Baillie Gifford High
Yield Bond Fund 17,252 2.5% 10 yeors 31,401 8.8% 10 years
2004 2003
£°000 £'000
Cash:
UK deposits 3,060 2,034
Foreign deposits — Euro 2,059 Q04
- Japanese ven 2,695 3
- Swiss franc - 885
— US dollar 3.707 126
11,521 3,952

The cash deposits generally comprise call or short term money market depasits of less than one month.

Short term debtors have been excluded from the disclosure of financial assets.
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1 Debtors
2004 2003
£000 £000
Due within one year:
Income accrued [net) 3,053 3,347
Sales for subsequent setllement - 787
UK taxafion recoverable 707 621
Overseas taxation recoverable 140 473
Cither debtors and prepayments 82 107
3,982 5,330
2 Creditors - amounts falling due within ene year
2004 2003
£'000 £'000
Purchases for subsequent setlement - 1,247
Proposed final dividend 1913 1513
Bank loans - 33.563
Other creditors and accruals 2 687 2,455
4,600 39,178

inchuded in other creditors and accruals is £179,000 (2003 - £82 GO0 in respect of the investment management fee.

3 Creditors - Amounts falling due after more than one year

2004 2003
Nominal rate Effective rate £'000 £'000

Debenture stocks:
£40 million 11% debenture sfock 2012 11.0% 11.0% 40,000 40,000
£40 million 6%% debenture stock 2023 6.375% 6.5% 39,386 39,354
79,386 79,354

Debenture stocks

The debenture stacks are stated in accordance with the requirements of Financial Reporting Standard 4 'Capital Instruments'; the
cumulative effect is 1o decrease the carrying amount of borrowings by £614,000 (2003 - £646,000).

The debenture stocks are secured by @ floating charge over the assets of the Company.
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1 Financial Liabilities

2004 2003
£'000 £000

The interast rate risk profile of the Company’s financial fiabilities ar 30 April was:
Fixed rate - Sterling 79,386 79,354
Floating rate =S dollar - 22,336
—Japanese yen - 11,227
79,386 112917

The maturity profile of the Company's financial liahilities at 30 April was:

In one year or less, or on demand - 33,563
in more than five years fweighted average period fixed 13 vears) 75,386 79,354
79,386 112,917

Fair value of financial fiabilities
The debenture stock issues are included in the accounts in accordance with FR34. A comparison with the closing mid market value is as folicws

2004 2003
Norminal Book Market Nominal Book Market
£'000 £'000 £'000 £000 £'000 £'000
11% debenture stock 2012 40,000 40,000 52,242 40,000 40,000 53,942
63/3% debenture stock 2023 40,000 33,3864 40,283 AQ QO 39,354 AQ,74Q
80,000 79,386 92,525 80,000 79,354 94,711

Deducting prier charges ot market value would have the effect of reducing net asset value per ordinary share from 208.0p to 203.7p.
Taking the market price of the ordinary shares at 30 April 2004 of 173.0p, this would have given a discount 1o net asset value of
15.1% as against 16.8% on a tradifional basis. At 30 April 2003 the effect would have been to reduce net asset value per ordinary

share from 167.5p to 162 5p. Taking the market price of the ordinary shares at 30 Aprit 2003 of 143.0p, this would have given o
discount i net assef value of 12.0% as ogainst 14.6%,

Short term creditors have been excluded from the disclosure of financial liabilities.
Gains and losses on hedges

At 30 April 2004 there were no unrecognised gains/losses on hedges. Realised currency gains/losses are taken to the copifal reserve
and are not reflected in the revenue account unless they are of o revenue nature.

b Deferred Taxation

2004 2003

£'000 £000

Income taxable in a later period 526 437
Taxable losses carried forward (526) (427)
Deferred taxation provision af 1 May - 330
Deferred taxation (creditl/charge for the year - (330

Deferred taxation provision at 30 Apiil -

At 30 April 2004 the Company haod a potenticl deferred tax asset of £1,728,000 [2003 - £821,000) on taxable losses which are
available to be caried forward and offset against future taxable profits, A deferred tax asset has not been provided on these losses as it
is considered unlikely that the Company will make taxable revenve prcfits in the future and it is not liable to tax on ifs capital gains.
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5 Called-up Share Capital

2004 2003
Number £000 Number £000
Authorised ordinary shares of Sp each 387,960,000 19,398 387,960,000 19,398
Aliotted, issued ond fully paid ordinary shares of 5p each 294,355,295 14,718 294,355,295 14,718

At the AGM in luly 2003 shareholders approved the renewal of the Company's authority to buy back its awn ordinary shares in respect
of 44,123,858 ordinary shares of 5p each [equivalent to 14.99% of its issued share capitcl af that date). No shares have been bought

back during the year and therefere at 30 April 2004 the Company's authority to buy back its own shares remained unchanged at
44,123,858 ordinary shares,

Under the provisions of the Campany's Articles of Association share buybacks are funded From the realised capital reserve.

7 Reserves

Capital reserve  Capital reserve Revenue
- realised — unrealised reserve
£000 £'000 £°000
At 1 N\Cly 2003 466,868 (20,867) 17,188
Net loss on realisation of investments (4,328} - -
Maovement in unrealised appreciation/{depreciation) on investments - 120,187 -
Exchange differences on bank loons 3,503 (568] -
Crther exchange differences 382 - -
Net revenue deficit for the year - - le's]
At 30 Apri\ 2004 466,425 98,752 17,098

3 Total Shareholders’ Funds
2004 2003
£000 £'000
Total shareholders” funds aftributcble 1o equity shares 612,773 493,687

Toial shareholders’ funds have been calculated in accordance with the provisions of FRS4. However, the net asset value per share figures

in nofe 19 have been calculated on the basis of shareholders’ rights to reserves as specified in the Company's Articles. A reconciliation
of the twa figures is as follows:

Shareholders’ funds per ordinary share 208.2p 167.7p
Expenses of debenture issue i0.2p} (0.2p)
Net asset value per ordinary share 208.0p 167.5p
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) Net Asset Value per Ordinary Share

The net asset value per ordinary share and the net asset value attributable to the ordinary shareholders af the year end calculated in
cccordance with the Articles of Association were as follows:

2004 2003 2004 2003
2000 £'000
Ordinary shares 208.0p 167.5p 512,159 493,041
2004 2003
£'000 £'000
The movements during the year of the assets attibuiable 1o the crdinary shares were as follows:
Total net assefs at 1 May 493,041 675712
Toial recognised gains and losses for the year 122,177 (159.164)
Dividends appropriated in the year {3,091} (2,983)
Amartisation of debenture issue expenses 32 33
Sharas purchased for cancellation - {20,557)
Total nef assets at 3C April 612,159 493,081
Net asset value per ordinary share s based on net assets (adjusted to reflect the deduction of the debentures at parl, and on
204,355,295 [2003-294,355,295) ordinary shares of 5p, being the number of ordinary shares in issue at the year end.
Sharehelders’ funds as reported on the tace of the balance sheet has been computed in accordance with the provisions of FRS4. A
reconciliction of the two sefs of figures under these two conventions is given in nofe 18,
J Reconciliation of Movements in Shareholders’ Funds
2004 2003
£000 £'000
Sharehalders’ funds ar 1 May 493,687 676,351
Total recognised gains and losses for the year [after dividend payments) 116,086 (162,147
Shares purchased for cancellation - {20,557
Shareholders’ funds at 30 April 612,773 493,687
B Reconciliation of Net Revenue before Finance Costs and
Taxation to Net Cash Inflow from Operating Activities
2004 2003
£000 £'000
Net revenue on ordinory activities before finance costs and toxation 11,476 11,960
Decrease in accsued income 375 1,659
Increcse in other debiors {2l {134)
Increase in creditars 265 !
Income tax incurred (149} (358
11,958 13,133
Analysis of Change in Net Debt
At 1 May Cosh  Other noncash Exchange At 30 April
2003 flows changes movement 2004
£000 £'000 £:000 £'000 £000
Cash ot bank and in hend 3,952 7,569 - - 11,521
loans due within one year 133,563} 30,4628 - 2,935 -
Debenture stocks {79.354) - {32} - {79,386}
(108,965) 38,197 (32) 2,935 (67,865)
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3 Contingent Liabilities,
uarantees and Financal
ymmitments

30 April 2004 the Company had
ntingent fiabilities of £20,500,000 (2003
£20,500,000) in respect of a subscription
yeement relating to participating loan notes
hich expire on 31 December 2005,

4 Directors Interests in Contracts

lo Diractor has a confract of service with
2 Company.

Jring the year no Director was inferested
any contract or other matter requiring
sclosure under section 232 of the
ompanies Act 1985,

5 Derivatives and Other Financial
iIstruments

e Company operafes as an invesfment frust

accordance with section 842 of the

—ome and Corporation Taxes Act 1988,

e infernational nature of the Company's
estment activilies provides opportunities for
th market appreciation and currency gains,
mt beaves it exposed 1o the risk of market
latility and currency fluctuations.

the case of an investment frust, capital
Efits from investing acivities and currency
Eins are not recognised in the revenue
count, but are credited directly 10 a

arate capital reserve which the Company
Eroh\'bited from distributing in the form of
Lidends.

= Company makes use of gearing (long
d short term borrowings) to achieve
roved performance in rising markets.

= Company's revenue account may be
ected by fluctuations in shaort term interest
Los ;. income from overseas fnvestment can
affected by curency fluctuations.

= Company's financial instruments, which
vide finance for investment activiies,
rently comprise its debenture stocks and its
h ond liquid resources. In oddition 1o the
ity portfolia, the Company maintains
stments in UK ond overseas comporate
ds as part of its investment strategy.

The Compuny may, from time to fime, enter
info derivative fransactions o hedge specific
currency or interest rate risk, No such
transactions were undestaken in the period
under review.

The Company has precisely defined
guidelines to govern the purchase or writing
of opfions an individual shares. No opfions
were purchased or written in the year under
review,

Trading in financial instruments is nat within
the normal activities of an investment trust, nor
is it the Company's policy to frade in such
instruments. Transactions in financial
insiruments generally arise as o result of
strategic investment decisions.

The Company's Managers may nof enter info
derivative transactions without the pricr
approval of the Board, and all borrowing
facilifies require Board authorisation. The
Board agrees policies for managing risk with
the Company’s Managers. The main risks
arising from the Company's financial
instruments are market risk [as noted above),
interest rate risk, cradit risk, liquidity risk and
foreign currency risk.

Interest Rate Risk

The Company finances its operations by
means of equity shareholders’ funds, bank
borowings and the issue of debenture stocks,
The value of the Company's bend porfslio is
subject to inferest rate risk, It is nof the
Company's policy to hedge this risk.

The Company maintains @ £5 million
undrawn overdraft facility with The Bank of
New York.

The Company has issued fixed interest
debenture stocks.

Credit Risk

In addition o inferest rate risk, the Company's
invesiments in bonds cre also subject to credit
risk. Credit risk reflects the possibility that @
borrower will not be able to meet its
obligation to make peyments of interest or
principal when they fall due. The Managers
analyse the credit risk of the Company’s tond
invesirnents prior fo purchase and confinue 1o
monitor developments in credit quality
subsequantly.

NOTES TO ACCOUNTS

Liuidity Risk

Tre Company's policy with regord to liquidity
is fo ensure continuity of funding. Short term
flexibility is achieved by overdraft faciliies.

The Company’s assets comprise mainly
readily realisable securities which can be sold
freely to meet funding commitments if
necessary,

Foreign Currency Risk

The international nature of the Company's
investment activities gives rise 1o a currency
risk which is inherent in the performance of its
overseas investments. It is not the Company's
policy to hadge this risk on a continuing
basis, but the Company may rom time to
fime match specific overseas investment with
foreign currency barowings.

The revenue account is subject fo currency
fluctuation arising on overseas income. The
Company does not hedge this currency risk,
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TICE OF ANNUAL GENERAL MEETING

The Annual General Meeting of the Company will be held of the offices of the
Ingtitution of Electricel Engineers, Savoy Place, London WC2R 0BL on 3 August 2004
at 11.00 am.

If you have any queries as fo how to vole or how to attend the meeting, please call
us on 0800 027 0133,

Baillie Gifford may recard your call.

Notice of Annual General Meeting

otice is hereby given that the seventyifth By Order of the Board

meaning of section 163(3) of the Act) of
wnual General Meeting of The Monks ordinary shares of 5p each in the capitcl
~estment Trust PLC wili be held within the of the Company |'Shares’), provided
ices of the Insfitution of Electical Engineers, that:

voy Plece, london WCZR OBL on

Baillie Gittord & Co
Monagers ond Secretories
2 2004

=sday, 3 August 2004, ot 11.00 am for
- following purposes:

dinary Business

. To approve the Accounts of the
Company for the year to 30 Aprit 2004
with the Reports of the Direciors and of
the Auditors thereon.

| To opprove the Directors’ Remuneration
Report.

To declare a dividend.

To re-elect Sir Chailes Nunneley as a
Director.

Ta elect Ms CC Ferguson as a Directar.

To re-appoint PricewaterhouseCoopers
UP as Auditors.

To authorise the Directors to determine
the remuneration of the Auditors.

nside and, if thought fit, pass the
ing resolution as a Special Resalution:

hat, in substitutian for any existing
uthority under section 166 of the
ompenies Act 1985 (the "Act’), but
ithout prejudice to the exercise of any
uch outhority prier to the date heredf,
he Company be authorised, in
ccordance with section 186 of the Adt,
make market purchases (within the
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{a) the maximum aggregate number of
Shares hereby authorised 1o be
purchased shall be 14.99% of the
issued ordinary share capital on the
date en which this resolution is
passed;

(b) the minimum price which may be
paid for a Share shali be 5p;

] the maximum price (exclusive of
expenses) which may be poid for o
Share shall be an amaunt equal to
105% of the average of the middle
market gquotations {as derived from the
Daily Officicl List of the london Stock
Exchange) for the Shores for the
5 business days immediately
precading the date of purchase; ond

{di unless previously varied, revoked or
renewed by the Company in general
meeting, the authority hereby
conterred shalt expire af the
conclusion of the Annucl General
Meeting of the Company tc be held
in respect of the yeor ending 30 Apil
2005 or, on 2 February 2006,
whichever is the earlier, save that the
Company may, prior o such expiry,
enfer infe a contract to purchase
Shares under such authority which
will or might be completed or
executed wholly or paly ofter the
expiration of such autharity ond may
make a purchase of Shares pursuant
to any such confract.

No! C B L

. A member entifled to oh‘end vote ot the
meeting is entitled to oppom? one or more
proxies 1o attend and, on a poll, vote on his/
her behalf. A proxy need not be a member of
the Company. A Form of Proxy for the use of
members is enclosed.

. Pursuant to Regulation 41 of the Uncerlificated

Securities Reguldtions 2001, the Company
specifies that only those sharehelders entered on
the Register of Membess of the Company as at
6.00 pmoon 1 August 2004 o, in the event
that the meeting 1s adicumed, on the Register of
Members 48 hours before the lime of any
odjourned meeting, shall be entitled to attend or
vole at the meeting in respect of the number of
ordinary shares registered in theic name at that
time. Changes lo the entries on the Register of
Members after 6.00 pm on 1 August 2004 or,
in the event thai the meeting is adjoumed, in the
Register of Members 48 before the fime of any
adjourned meeling, shali be disregarded in
determining the rights of ony person to attend or
vate of the meeting, nobwithsianding any
provisions in any enactment, the articles of
association of the Company cor other instrument
to the contrary,

. Shareholders participating in the Baillie Giftard

Investment Trust Shave Plaa, Children’s Savings
Plan or the Baillie Gifford Investment Trust 1S4,/
PEP who wish to vote and/or aftend the
meefing must complete and return the enclosed
rephy-paid Form of Direction.

. No Director has a contract of service with the

Company.




FURTHER SHAREHOLDER INFORMATION

“urther Shareholder Information

aw to Invest

= Company's shares are fraded on the
~don Stock Exchange. They can be
=ught by placing an order with o
sckbroker, by asking a professional
viser to do so, or through the Baillie
fford savings vehicles (see inside back
~ver for details),

urces of Further information on the
bmpany

= price of shares is quoted daily in the
ancial Times and can also be found on
- Baillie Gifford website at

~rw bailliegifford.com, Trustinet at

- w trustnet.co.uk and on other financial
Hbsites. Company facisheets are also
Hilable on the Baillie Gifford weksite

H ore updated monthly. These are
Hilable from Baillie Gifford on request.

Dates

inary shareholders normally receive wo
dends in respect of each financial year.
interim dividend is paid in February and
nal dividend is paid in August. The
M is normally held in July/August.

ital Gains Tox

Capital Gains Tax indexation

oses, the market value of an ordinary
re in the Company as ot 31 March

2 was 70.5p. This figure has not

n restated for the five for one share split
ly 2001

Share Register Enquiries
Computershare Investor Services PLC
maintains the share register an behalf of
the Company. In the event of queries
regarding shares registered in your own
nams, please contact the Registrars on
0870 702 0010, By quoting the
reference number on your share cerificate
you can check your holding on the
Registrars” web site:
www-uk,computershare.com/investor

Telephone Share Dealing Service

A telephone share dealing service has
been established with our Registrar,
Computershare Investor Services PLC,
which provides shareholders with a way of
buying or selling Monks Investment Trust
PLC ordinary shares on the London Stock
Exchange. There are no forms to complete
and ithe share price af which you deal will
genedally be confirmed to you whilst you
are still on the telephone. Please ensure
you have your Shareholder Reference
Number [SRN) ready when making the
call. The SEM appeats on your share
cettificate. For further information about this
service please phone 0870 702 0000.

Plecse note thal this share dealing service
is not available to shareholders
participating in the Baillie Gifford
investrnent Trust Share Plan, Children's
Savings Plan, ISA and PEP.

This is not a recommendation to buy, sell
or hold shares in Monks. If you are
unsure of what action o take contact a
financial adviser authorised uncer the
Financial Services and Markets Act
2000. Please note that share values may
go down as well as up, which may
result in you receiving iess than what you
originally invested.

Computershare Investor Services PLC is
authorised and regulated by the
Financial Services Authority.

Wheie this has been received in o
counlry where the provision of such a
service would be confrory to local lows
or regulations, this should be treated as
information only.

Monks is an investment trust. Investment
trusts offer investors the following:

* Participation in a diversified portfolio
of shores.

+ Constant supervision by experienced
professional managers.

» The Company is free from capital gains
tax on capital profits realised within its
porfolic.
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RTHER SHAREHOLDER INFORMATION

1alysis of Shareholders

Al 30 April 2004 At 30 April 2003

Number % Number %

fitutions 126,271,872 429 129,508,522 44.0
ermediaries 23,825,291 319  83,44656,388 283
Jividuals 55,398,334 18.8 60,276,245 20.5
illie Gifford Share Plan/FEP/ISA 16,984,353 58 16,952,522 58
arketmakers 1,875,445 06 4,151,618 1.4
294,355,295 100,0 294,355,295 100.0

ese accounts have been approved by the
rectors of Monks lnvestment Trust PLC,
ailie Gifford Savings Management Limited
the ISA Manager of the Baillie Giffacd
-estment Trust ISA, the PEP Manager of

= Baillie Gillord Investment Trust PEP and
= Manager of the Baillie Gifford

estment Trust Share Plan and Children’s
vings Plan. Baillie Gifford Savings
cinagement Limited is wholly owned by
illie Gifford & Co. Both are cutherised

d regulated by the Financial Services
thority. Baillie Gifford only provides
Lormation about its products and does not
bvide invesiment advice. The staff of

iflie Gifford may have positions in Monks

NNUAL REPORT 2004

and may buy, sell or offer io make o
purchase or sale of such securities from
time o time. The value of ISA and PEP tax
advantages will depend on personal
circumstances. Tax rates and reliefs may
change in the future. Past performance is no
guarantee of future pedormance. The
copital value of and income distributed by
an investment trust can go down as well

as up and an investor may not gef back
the amount originally invested. The price of
an investment tust share will fluciuate in
accordance with supply ond demand

and may not reflect the underlying net
asset value.




onks' shares are traded on the London
sck Exchange. They can be bought
ough @ stockbroker, by asking @
—fessional adviser to do so, or through
= Baillie Gifford savings vehicles — see
Jow,

Ellie Gifford’s investment
st Share Plan

u can invest from £250 or from £30 per
ath. The plan is designed to be a cost
=ctive way of saving on a regular or

1o sum basis.

illie Gifford’s Investment

st 1SA

can invest in o tax efficient way by
sting a minimum of £2,000 or from
50 per month or by fransfering an 1SA
a value of at least £2,000 from your
ting manager,

illie Gifford's Children’s

ings Plan

osteffective plan tailored especiclly to

t the requiremenis to save for children.
can invest a minimum of £250 or from
per montn.

Baillie Gifford’s investment

Trust PEP Transfer

You can fransfer an existing PEP to access
a different market or to change your
investment manager {minimum value of

£2,000].

Further Information

Refoil Investments Department

Baillie Gifford Savings Management
{imited

Calton Squars

1 Greenside Row
EDINBURGH EHT 3AN

Tel: 0800 027 0133
We may record your call

E-mail: is@bailliegifford. com
Website: www bailliegiffora.com

Fax: 0131 275 3955
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