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In our new jargon-busting series, we’ve already covered the 
fundamentals of investment trusts, including gearing, dividends 
and why trusts trade at a discount or premium. Next on the list is 
a delve into how to buy investment trusts and, more importantly, 
how to avoid the potential banana skins along the way…

Buying an investment trust is identical to buying shares 
in individual companies such as Barclays or AstraZeneca. 
Investment trusts are structured as public limited companies 
(plcs) with live share prices, allowing you to see exactly what price 
you’ll pay or receive when buying or selling shares.

As a result, shares in investment trusts have a ‘buy-sell’ (or bid-
offer) spread. For instance, if the buy-sell spread is 100-105 pence, 
you’ll pay 105 pence per share if you want to buy shares and 
receive 100 pence per share if you’re selling shares (the difference 
being the profit made by the broker).

And here’s where the potential banana skin can come into play 
as a high buy-sell spread can significantly eat into profits. In the 
example above, if I buy shares for 105 pence, they’ll have to rise 
by 5% (or 5 pence) to break even.

Typically, larger investment trusts have narrower spreads due to 
higher trading volumes: by way of example, I’d currently pay a 
minimal 0.3% spread on my trading platform if I bought shares 
in Alliance Witan (ALW) but, at the other end of the spectrum, a 
rather larger 9% spread if I bought shares in US Solar Fund (USF), 
meaning I’d need a near 10% rise in share price just to return to 
break-even.

This contrasts with open-ended funds (OEICs) which typically 
have a single unit price instead of a buy-sell spread. OEICs are 
also forward-priced, meaning you won’t know the exact price at 
the time of placing the trade, with trades executing at the next 
valuation point (often midday if you place your trade first thing). 
This means you’re better able to determine the dealing price when 
you’re buying and selling investment trusts rather than OEICs.

Unlike with OEICs, you also can set automated investment 
instructions such as stop losses to sell shares in your trust 
automatically if the price falls below a set level which can limit 
your downside risk. Another option is a buy limit, whereby you 
set an instruction to buy shares in the trust if the price drops to or 
below a certain level, avoiding having to monitor share prices in 
real time.
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In terms of placing the trade, you can do this via 
most DIY investing platforms, many of which offer 
app-based trading. It’s also worth considering 
holding your trusts in a tax-efficient wrapper such as 
an Individual Savings Account (ISA) or Self Invested 
Personal Pension (SIPP) to maximise returns.

To help investors navigate through the multitude of 
options on offer, we’ve produced guides to the best 
ISA providers and best SIPP providers. And if there’s 
anything you’d like us to cover in future jargon 
busters, drop us an email at jo@keplerpartners.com 
or david.b@keplerpartners.com.
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Disclaimer

 
Past performance is not a reliable indicator of future results. The value of investments can fall as well as rise and you may get back 
less than you invested when you decide to sell your investments. It is strongly recommended that if you are a private investor 
independent financial advice should be taken before making any investment or financial decision.

Kepler Partners is not authorised to make recommendations to retail clients. This report has been issued by Kepler Partners LLP, is 
based on factual information only, is solely for information purposes only and any views contained in it must not be construed as 
investment or tax advice or a recommendation to buy, sell or take any action in relation to any investment.

The information provided on this website is not intended for distribution to, or use by, any person or entity in any jurisdiction or 
country where such distribution or use would be contrary to law or regulation or which would subject Kepler Partners LLP to any 
registration requirement within such jurisdiction or country. In particular, this website is exclusively for non-US Persons.  Persons 
who access this information are required to inform themselves and to comply with any such restrictions.

The information contained in this website is not intended to constitute, and should not be construed as, investment advice. No 
representation or warranty, express or implied, is given by any person as to the accuracy or completeness of the information 
and no responsibility or liability is accepted for the accuracy or sufficiency of any of the information, for any errors, omissions or 
misstatements, negligent or otherwise. Any views and opinions, whilst given in good faith, are subject to change without notice.

This is not an official confirmation of terms and is not a recommendation, offer or solicitation to buy or sell or take any action in 
relation to any investment mentioned herein. Any prices or quotations contained herein are indicative only.  

Kepler Partners LLP (including its partners, employees and representatives) or a connected person may have positions in or 
options on the securities detailed in this report, and may buy, sell or offer to purchase or sell such securities from time to time, 
but will at all times be subject to restrictions imposed by the firm’s internal rules. A copy of the firm’s Conflict of Interest policy is 
available on request.

PLEASE SEE ALSO OUR TERMS AND CONDITIONS

Kepler Partners LLP is authorised and regulated by the Financial Conduct Authority (FRN 480590), registered in England and Wales 
at 70 Conduit Street, London W1S 2GF with registered number OC334771.
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