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No compromise

The turnaround in Temple Bar (TMPL)'s fortunes following the
appointment of RWC as manager last November and a surge in ‘value’
stocks on hopes of an end to the COVID-19 pandemic has been
dramatic. Frustratingly, the discount that the trust's shares trade on
relative to their net asset value widened fromthe middle of April 2021, as
investors fretted about the impact of new variants of the virus and
switched back to buying ‘growth’ companies for their perceived ability to
thriveevenin a lacklustre economy.

As we discuss on page 4 of this note, TMPL’s managers — lan Lance
and Nick Purves — are keen to highlight that value and poor quality do
not necessarily go hand-in-hand. They seek to identify good quality and
growing business trading on attractive valuations. An investment in a
fund run in a value style such as TMPL should not mean compromising
on long-termtotal returns.

UK equity income and capital growth

TMPL aimsto provide growth inincome and capital to achieve a
long-term total return greaterthan its benchmark (the FTSE All-
Share Index), through investmentprimarily in UK securities. The
company’s policyistoinvestin a broad spread of securities, with
typically the majority of the portfolio selected from the
constituents of the FTSE 350 Index.
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Sector UK equity income
Ticker TMPL LN
Base currency GBP
Price 1,110.0p
NAV 1,211.2p
Premium/(discount) (8.4%)
Yield 3.5%

Qe

UK stocks are still cheap relative to
global peers

9

Qe

The value rally may have a lot
furtherto go

Qe

TMPL’s discountis 8.4%, this
seems unjustified to usand we
may see that narrow in coming

months

9

NB: Marten & Co was paid to produce this note on Temple Bar Investment Trust Plc and it is for information purposes only. It is notintended to encourage thereader to
deal in the security or securities mentioned in this report. Please read the importantinformation at the back of this note. QuotedData is a trading name of Marten & Co
Limited which is authorised and regulated by the FCA. Marten & Co is not permitted to provide investment advice toindividua investors.


https://quoteddata.com/sector/investment-companies/uk/uk-equity-income/
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Domicile England & Wales
Inception date 24 June 1926
Manager RWC Partners
Marketcap 735.6m
Shares outstanding 66,271,429
(exc. treasuryshares)

Daily vol. (1-yr. avg.) 163,500 shares
Net gearing 5.8%
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At a glance

Share price and discount

TMPL’s discountwas extremely
volatile over the period of turmoil in
markets triggered by the pandemic.
The discountnarrowed in the wake
of November2020’s vaccine
announcements, briefly trading ata
premium, and in recentmonths,
aided by some share buy backs, the
discounthasbeeninsingle figures.

Performance over five years

TMPL’s long-term performance
numbersimproved dramatically
following RWC’s appointment.

The positive news aboutthe efficacy
of vaccinesin November 2020 drove
a sharp and significantrotation from
growth sectors to value sectors, with
mining, energy and banks doing
particularly well.

d
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12 months Share price NAV MSCI UK MSCI UK Value
ended total return (%) total return (%) total return (%) total return (%)
30/11/2017 13.5 13.4 12.0 12.6
30/11/2018 (3.0) (3.6) (0.6) (1.5)
30/11/2019 19.6 16.1 9.3 5.7
30/11/2020 (26.9) (28.1) (13.5) (19.8)
30/11/2021 19.6 26.2 17.5 16.0

Source: Morningstar, Marten & Co
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You can access the trust’s
website at:
templebarinvestments.co.uk

RWC took on responsibility for
the management of TMPL’s
portfolio with effect from 1
November2020

The opposite of ‘value’ is
‘expensive’, not ‘growth’ or
‘quality’

The world is not polarised into
disrupters and the disrupted
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Fund profile

TMPL aims to provide growth in income and capital to achieve a long-term total
return greaterthan its benchmark (the FTSE All-Share Index), through investment
primarily in UK securities. The company’s policy is to investin a broad spread of
securities with typically the majority of the portfolio selected from the constituents of
the FTSE 350 Index.

For 18 years, TMPL was managed by Alastair Mundy, who was head of the Value
Team at Ninety One UK. He stepped down as managerin April 2020. On 23
September 2020, the board announced that it had selected RWC Partners as
TMPL’s new investmentmanager. RWC took on responsibility for the portfolio with
effectfrom 1 November2020.

RWC Partners

TMPL’s AIFM is RWC Partners. Within RWC Partners, responsibility for managing
TMPL'’s portfolio rests with Nick Purves and lan Lance (the managers). Nick and lan
have over 50 years’ experience between them and have worked together for more
than 13 years. The two co-manage over £3bnof assets across a number of income
funds.

Value stocks can be growing businesses

Logically, the opposite of ‘value’ is ‘expensive’, not ‘growth’ or ‘quality’. TMPL’s
managers bemoan the tendency in some quarters to equate value investments with
poor quality companiesin terminaldecline.

While it is true that some stocks are cheap for good reasons, lan and Nick see a
central part of their job as sifting through the pool of attractively-valued com panies
to identify those that are capable of growth over the long term. Conversely, they
question the wisdom of overpaying for growth and quality.

The investment process, which we discuss in greater detail from page 7 onwards,
requires that the managers calculate an intrinsic value for a business, factoring in
things like its growth prospects, and the strength and likely persistence of its
margins. The value opportunity arises because investors have an irrational dislike
of a business, or misunderstand it, or are too focused on short-term problems, for
example.

The managers have writtenan article on this topic— Don tbelieve the labels— which
is availableon TMPL’s website and whichwe recommend thatyou read. The article
also addresses the question of whether the pace of technological change is
accelerating the demise of traditional businesses thatfall into the value camp. Their
belief is that the world is not polarised into disrupters and the disrupted — indeed,
many companies in TMPL’s portfolioare successfully repositioning their businesses
to reflecttechnologicalchange. In addition, many growth companies are threatened
by new entrants and, since they are more highly valued, such companies — growth
traps — can underperform so-called value traps.


https://quoteddata.com/glossary/aifm/
http://www.templebarinvestments.co.uk/
https://www.templebarinvestments.co.uk/
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UK stocks are still
relative to global peers

cheap

Temple Bar

The UK market is still out of favour

We highlighted the relative underperformance of the UK market relative to global
indicesin our September2020note. The Brexitagreementand the reopening of the
UK economy in the wake of the vaccination programme were reckoned by many to
be potential catalysts for improved relative performance. However, the chart in
Figure 1 (which has 20 years’ worth of data) suggests that this has not happened.
Earnings growth is coming through for UK companies, however, and they are
heading towards forward price/earnings multiples seen at the trough of the panic
last March and, before that, in 2013. UK stocks are still decoupled from global
markets.

Figure 1: MSCI UK relative to MSCI World Figure2: MSCI UK and MSCI World 12 month
forward price/earnings
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Source: Morningstar, Marten & Co

The value rally may have a lot
furtherto go
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Source: Bloomberg, Marten & Co
The managers observe thatan uptickin mergers and acquisitions activity in the UK

is indicative of a recognitionthat UK stocks are attractively valued. TMPL benefitted
from the acquisition of Wm Morrisons, forexample.

The managers say thatthe larger stocks in the UK are more attractively valued than
mid-caps, and thisis reflected in the composition of TMPL’s portfolio.

Value is still out of favour

Looking atFigure 3, overleaf, where wehave updated the value versus growth chart
thatwe included in ourinitiationnote, itis clear thatthe rally in value stocks triggered
by the vaccines came to an end in April 2021 and has reversed a fair way since
then.

The managers pointoutthatpastvalue rallies (looking atthe period since July 1973)
have been more persistent— lasting 62 months on average — and more dramatic —
producing relative performance of 138% on average. They suggestthat the period
since April 2021 may be a pause in a rally that has a lotfurtherto go.
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The reversal in the value rally in April has been linked to rising concern over new
variants of COVID-19 and the effects of these on the pace of economic recovery.
The emergence of the Omicron variantmay representa further setback, especially
for the leisure and travel sectors, but it is reasonable to expect that vaccine
programmes willadaptin relatively shortorder. In the UK, the tax increases pushed
throughin recentbudgets could also have an impacton consumer spending.

Figure 3: MSCI UK Value and MSCI UK Growth relative to MSCI UK since end 1999
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Figure4: Oil price (WTI)
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Vaccine/value
rally
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Value relative Growth relative

In some respects, however, the pull-back in value stocks seems at odds with the
fundamentals. The managers note sizable earnings upgrades in a range of value
sectors.

Shortages of all kinds abound, but many raw materials are in particularly short
supply after years of underinvestment. In addition, the commitmentto cutting carbon
emissions through a shift to renewable energy and the accelerating shift towards
electric vehicles amplifies demand for many metals. This is positive for many
constituents of the mining sector.

Even with the latest Omicron-related setback, rising oil and gas prices should be
lifting the energy sector, which is at the forefront of rising earnings expectations.
Again, underinvestment constrains supply. Increasingly, the sector is being
shunned by investors on environmental grounds. The managers feel that this will
likely mean that capital expenditure is depressed, extending the period of supply
deficitand maintaining higher energy prices for longer. This means that the oil
majors are highly cash-generative. This gives them the finance that they need to
invest in the transition away from fossil fuels and could also support higher
dividends.
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Higher inflation is leading to
calls for rate rises, which
should be good news for
banks

Temple Bar

Inflation is not transitory

Governments and central banks have injected huge monetary and fiscal stimulus
into the global economy in 2020 and 2021, aiming to combat the effects of the
pandemic. A squeeze in input costs has been exacerbated by supply chain
bottlenecks. The resultant higher inflation is leading to calls for interest rate rises,
which should be good news for banks. The banking sectorisin better health than it
was when coming out of the global financial crisis. Over a decade of strict capital
discipline has leftits balance sheets in much better shape and loan delinquencies
(late payments) have been keptlow by the fiscal largesse.

Figure 6 charts the yield curve in the UK for UK governmentdebt (gilts). Each line
represents the yields of gilts fora range of repaymentdates. A steeperyield curve
(a larger positive gap between the yield at the short end of the curve and the
medium-to-long end) would also be beneficial for banks, but for the moment,
quantitative easing continues to distort UK gilt yields.

Figure5: UK inflation (RPI) year-on-year Figure 6: UK giltyield curve, selected dates
change
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High conviction portfolio, index
agnostic, high active share
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Globally, one dampener on inflation could be slowing growth in China, following a

clampdown on various sectors of that economy and the looming failure of some of
its largestproperty developers.

Long-term, value-oriented investment approach

Nick and lan manage TMPL on a bottom-up basis and the shape of the portfolio is
driven by their stock selection decisions. They operate a high-conviction style and
TMPL’s portfolio will normally comprise about 30 positions and, at the end of
October 2021, the 10 largest positions accounted for 51.3% of the portfolio. Index
weights have no influence on portfolio construction and the portfolio has a high
active share.


https://quoteddata.com/glossary/quantitative-easing-or-qe/
https://quoteddata.com/glossary/bottom-up-top-down/
https://quoteddata.com/glossary/active-share/
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Fundamental analysis to
uncover intrinsic value

Based on a belief that stocks
can become oversold
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Stock selection is driven by fundamental research. The managers are looking for
stocks that are trading at a discountto their intrinsic value. When assessing the
potential of the stocks being considered for their portfolios, the team takes a five-
yearview. The managers then apply along-term average valuation multiple to their
view of normalised, mid-cycle earnings.

The managers say that they are cognisant of the economic environment when
making investmentdecisions, butmake no attemptto time markets.

The managers are keen to avoid so-called value traps and so, whilst these
companies may have short-term issues, their businesses should be on a medium-
to long-term growth trajectory. The company should be managed in line with
sustainable orresponsible principles. Companies should also be robustenough, in
terms of balance sheetstrength, to survive whatever short-term problems they are
facing.

The underlying ethos behind the approach s that, just as investors become over-
exuberant about some stocks, they become overy pessimistic about others. They
then extrapolate from short-term setbacks and apply very low valuation multiples to
trough earnings.

This presents an opportunity for value managers such as the RWC team, but they
have to be patient. This means that turnover on their portfoliosis usually quite low.
Often, there is no obvious catalyst, but improved fundamentals, an influx of new
management, reduced competition or recognition by the market that it has
overlooked the company’s growth potential may trigger a re-rating.

TMPL has the flexibility to invest up to 30% of its portfolio overseas and the
managers will take advantage of this in areas where the UK market is
underrepresented or does notoffer sufficientdiversification.

Asset allocation

Figure 7: Sectoranalysis as at 31 October 2021
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Source: Temple Bar Investment Trust
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TMPL has increased exposure
to the energy sector

Temple Bar

TMPL’s portfolio continues to be weighted towards energy, materials andfinancials.
The biggest change since we last published (using data as at end March 2021) is
increased exposure to the energy sector andreduced exposure to consumer staples
and healthcare.

10-largest equity positions

Since we last published (using data as at end March 2021) ITV and Dixons
Carphone have dropped out of the list of 10-largest holdings to be replaced by
TotalEnergies and WPP. Whilstthe ranking of stocks may have changed and some
positions may have beenadded to on weakness or trimmed on profit-taking, RWC'’s
UK’s equityincome portfolios tend to be fairly stable.

Figure 8: Top 10 equity holdings as at 31 October 2021

% of % of Change Data as at 7 December 2021
3'01%%32? 3"1"/32‘;22 o Marketc£an|: Dividend yizeokd) Fwd P(IXE)

BP 6.4 5.4 1.0 68,728 4.5 6.6 I
Royal Mail 6.0 7.3 (1.3) 4,938 7.4 8.1
Royal Dutch Shell ‘B’ 5.9 4.7 1.2 129,753 3.5 6.4
Marks and Spencer 5.6 4.1 1.5 4,850 n/a 13.3
NatWest Group 5.5 4.9 0.6 24,838 2.7 9.5
Anglo American 5.2 5.3 (0.1) 36,720 7.9 7.5
Standard Chartered 4.4 4.5 (0.1) 13,551 2.0 6.9
TotalEnergies 4.4 n/a n/a 98,654 6.0 7.4
Aviva 4.0 4.1 0.1) 15,031 5.4 8.8
WPP 3.9 n/a n/a 12,796 24 12.5

51.3

Source: Temple Bar Investment Trust, Bloomberg
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TotalEnergies

TotalEnergies is a leading global producer of liquified natural gas (LNG). Soaring
LNG prices, following strong demand from Asia and the Middle East, are helping to
drive a significant EBITDA uplift— up 76% year-on-year for the nine months ended
30 September 2021. Its cash flow from operations was 2.1x higher. Dividends are
running at€0.66 per quarter anditis also buying backits shares. Cash is also being
used to pay down debtand investin its renewables business.

TotalEnergies has committed itself to net zero carbon emissions by 2050 and has
set milestones forthe amountof renewable energy generating capacity ithopes to
achieve along the way — 25GW in 2025 and 100GW by 2030. Recent renewables
projects include wind in Scotland, offshore floating wind in the US and France, a
stake in an electric vehicle (EV) battery project (alongside Mercedes Benz and
Stellantis) and EV charging stations in Europe and China. TotalEnergies is also
investing in green hydrogen projects.


https://quoteddata.com/glossary/ebitda/
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Figure 10: WPP
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TMPL and its peer group is
available on the QuotedData
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WPP

Communications, advertising and PR conglomerate WPP has seen a fairly steady
recovery in its share price since the COVID-related panic in March last year. The
business is recovering well from last year and revenue is running 2.6% ahead of
2019 levels. The company is targeting £600m of share buybacks over 2021 while
also reducing its debt (down to £1.6bn at end September, £1bn lower than a year
earlier).

The other oil majors — BP...

The article that we referred to on page 3 also sets out the managers’ buy case for
selected stocks in the energy sector. They highlight BP, where managementsay an
oil price of $70 equates to earnings of 73 cents per share. In addition to annual
share buybacks of about$4bn, BP is targeting dividend growth of 4% per year (as
is Shell, having increased its dividend by 38% in Q2). The managers pointoutthat
BP could return more than 55% of its market cap to investors in buybacks and
dividends by 2025.

... and Shell

Shell hasbeen attracting headlines for its plan to relocate its head office to the UK,
abandoning its dual share structure. The company has also committed to halve its
carbon emissions by 2030. The managers voted against the approval of Shell's
Energy Transition Strategy in May 2021, saying that they do not believe it to be
ambitious enough.

The managers have also highlighted activist hedge fund Third Point’s theory that
Shell’s energy transition businesses accountfor the entirety of Shell’s stock market
value (based on a 10x multiple for $25bn of attributable EBITDA), leaving its
upstream, refining and chemicals businesses, which accountfor 60% of profits, ‘in
forfree’. Third Pointwants to break the company upto unlock value. Shelldismisses
the idea on the basis that the cash flow from the legacy businesses is needed
fund its transition.

Higher gas and oil prices are driving substantial increases in cash flow, which is
helping to repay debt.
Vodafone

The managers note that stripping out the attributable value of Vodafone’s listed
subsidiaries (Vantage, Vodacom, Safaricom, Vodafone Idea and Indus Towers)
leaves the remaining business valued on about4x EV/EBITDA and a 25% free cash
flow yield.

Performance

To some extent, RWC’s appointmentwith effectfrom 1 November2020renders an
analysis of TMPL’s performance prior to that date redundant. However, for
completeness, we have included our standard five-year chart in this note. Our
initiation note contained some data on the performance of RWC prior to its
appointment(see Figure 1 of that note).


https://quoteddata.com/glossary/ev-ebitda/
https://quoteddata.com/research/temple-bar-investment-trust-keeping-faith/
https://quoteddata.com/sector/investment-companies/uk/uk-equity-income/
https://quoteddata.com/sector/investment-companies/uk/uk-equity-income/
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The positive news aboutthe efficacy of vaccinesin November 2020 drove a sharp
and significant rotation from growth sectors to value sectors, with mining, energy
and banks doing particularly well. The managers say, however, that prior to
November 2020 there were many stocks trading on ‘ridiculous’ valuations. They
single out NatWest, forexample, which, despite significantsuccess in cleaning up
its balance sheet, strengthening reserves and taking out costs, was trading at the
same level thatit had been onin 2008 in the wake of the global financial crisis. The
managers think it is capable of achieving earnings per share of 25p, which
comparesto a currentshare price of 220p.

Figure 11: Temple Bar NAV relative to MSCI UK and MSCI UK Value (sterling total returns)
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Figure 12: Total return performance over periods ending 30 November 2021

3 months 6 months 1 year Under RWC 3 years 5 years

(%) (%) (%) (%) (%) (%)

TMPL share price 24 (3.3) 19.6 61.6 4.6 15.1
TMPL NAV 0.2) (1.4) 26.2 58.9 5.4 15.2
MSCI UK 0.3 29 17.5 32.9 1.1 23.6
MSCI UK Value (0.0) 1.3 16.0 36.2 (1.7) 9.0

Source: Morningstar, Marten & Co
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Figure 13: Royal Mail
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Figure 14: Capita
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Figure 15: Marks & Spencer
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The managers highlight a number of stocks that have contributed to TMPL'’s
improved performance, including Royal Mail, Capita and Marks & Spencer.

Royal Mail

We have discussed Royal Mail in previous notes. However, the interesting thing is
that, despite significantshare price appreciation from the stock since RWC took on
TMPL, the managers still think that there is more to go for. The managers report
that Royal Mail’s European parcels business GLS is expected to make operating
profits of €500m in 2023/24. They value that on 10x which works out at about
£4 .3bn.Royal Mail has a marketcap of about£5bn and netdebt(atend September
2021) of £540m. That suggests a value for the UK business of about £1.2bn, but
the UK parcels businessis generating as much cash as the European business.

In its recent half-year results, the company reported a sharp recovery in the
profitability of its business. A relaxation of COVID restrictions meant that parcel
volumes are lowerthan last year, but there has still been a 33% upliftin UK parcel
volumes versus the first half of its 2019/20 financial year. The board felt confident
enoughtoannounce a£200m special dividend payable in January 2022 alongside
a £200m share buyback.

Capita

Capita managed to return to profitability over the first half of 2021 on revenues
barely changed from the previous year. Stronger free cash flow is supporting a
reduction in Capita’s netdebt. The group is also sheddingnon-core businesses and
cutting costs. The share price has improved since November 2020 but is still less
than a third of its pre-COVID level.

It is some years since Capita paid a dividend, and for the moment, its focus is on
reducing and refinancing its debt.

Marks & Spencer

The managers believe that many investors had written off Marks and Spencer’s
clothing division as a business in terminal decline and were underestimating the
potential of the food division. They say thatnew managementhas reinvigorated the
business and they highlightthe success of the company’s online retail effort, which
now accounts for more than 40% of sales. The acquisition of Ocado also
transformed its online food/groceries offering.

The share price has risen following strong results. Atits half-year stage (covering
the 26 weeks ended 2 October 2021), revenue, profits and cash flow were much
higherthan the equivalent COVID-hitprior year,and up on the previous yeartoo. It
is targeting £500m of profitbefore tax for the full year, ahead of expectations. The
ambition is to restore the group’s investment grade credit rating and think about
reintroducing dividends, possibly in the nextfinancial year.


https://quoteddata.com/glossary/special-dividend/

QuotedData

BY MARTEN & C©

Figure 16: Snapshot of UK equity income sector as at 6 December 2021

Peer group

Temple Bar

TMPL is one of 22 fundsin the AIC’s UK equity income sector.

Marketcap Premium/(discount) Yield Ongoing charges

(Em) (%) (%) (%)

Temple Bar 736 (8.4) 3.5 0.49
Aberdeen Standard Equity Inc 170 (6.2) 5.9 0.87
BlackRock Income and Growth 40 (8.3) 3.9 1.19
BMO Capital & Income 345 (2.2) 3.6 0.59
BMO UK High Income Units 117 (6.6) 5.8 1.04
British & American 7 29.0 13.5 10.42
Chelverton UK Dividend 44 (4.7) 5.3 2.46
Diverse Income 417 2.2 3.3 1.06
Dunedin Income Growth 474 0.9 4.0 0.64
Edinburgh Investment 1,081 (7.9) 3.8 0.44
Finsbury Growth & Income 2,010 (4.3) 18 0.64
Invesco Select Trust UK equity 151 (2.3) 3.4 0.91
JPMorgan Claverhouse 451 1.0 4.1 0.73
JPMorgan Elect Managed Inc 78 (3.6) 4.6 0.80
Law Debenture Corporation 944 0.1 3.7 0.57
Lowland 354 (8.1) 4.6 0.65
Murray Income 1,038 (7.5) 3.7 0.46
Schroder Income Growth 209 1.0 4.3 0.79
Shires Income 81 (6.0) 5.3 1.00
City of London 1,750 0.5 4.9 0.38
Merchants 699 1.6 4.9 0.61
Troy Income & Growth 250 (1.8) 2.5 0.92
Peer group median 350 (2.9) 4.1 0.76
TMPL rank 6/22 22/22 18/22 4/22

Source: Morningstar, Marten & Co
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TMPL is one of the larger fundsin its peer group and thisis a factorinits extremely
competitive ongoing charges ratio, which is one of the lowest in the sector.
Discounts have widened out across the sector since we last wrote. However,
TMPL'’s is now the widestin the sector, which seems unjustified to us. It may be

though that TMPL'’s dividend yield, which is now towards the lower end of the peer

group ranking, affectsits rating.

13


https://quoteddata.com/glossary/ongoing-charges/
https://quoteddata.com/glossary/ongoing-charges/

QuotedData

BY MARTEN & C© Temple Bar

Figure 17: Total return performance over periods ending 30 November 2021

3 months 6 months 1 year Under RWC 3 years 5 years

(%) (%) (%) (%) (%) (%)

Temple Bar (0.2) (1.4) 26.2 58.9 5.4 15.2
Aberdeen Standard Equity Inc (5.1) (3.8) 18.7 38.4 1.1 1.4
BlackRock Income and Growth (2.8) (0.4) 12.1 27.9 16.2 26.7
BMO Capital & Income (5.1) (0.3) 18.3 39.8 21.9 39.6
BMO UK High Income Units (7.7) (4.7) 9.7 271 15.8 21.4
British & American 0.5 15.0 1.7 (3.2) 483.4 43.9
Chelverton UK Dividend (10.6) (6.2) 46.0 88.9 28.0 321
Diverse Income (6.2) (3.9) 20.3 31.2 32.6 47.0
Dunedin Income Growth (5.7) (0.3) 12.7 26.6 34.6 48.2
Edinburgh Investment (1.0) 21 22.0 41.7 10.1 16.2
Finsbury Growth & Income (1.2) 1.9 10.8 20.9 26.6 63.5
Invesco Select UK equity 0.0 5.4 28.0 45.0 34.4 39.6
JPMorgan Claverhouse (2.9) 1.0 24.8 41.5 23.8 37.8
JPMorgan Elect Managed Inc (3.0) 0.7 21.4 38.6 18.4 271
Law Debenture Corporation (3.4) 2.2 28.4 52.6 34.6 59.6
Lowland (5.0) (2.5) 23.8 50.4 8.8 19.0
Murray Income (4.6) 24 18.0 30.0 32.0 49.2
Schroder Income Growth (6.6) (3.7) 13.9 32.7 16.4 27.9
Shires Income (3.8) 1.2 16.2 30.5 28.0 41.9
City of London (1.6) 21 18.5 35.1 13.9 27.7
Merchants (1.1) 5.8 35.9 66.9 33.9 48.9
Troy Income & Growth 0.4 5.8 13.6 20.4 15.7 29.0
Peer group median 1.7 (3.2) 0.8 18.6 36.8 22.9
TMPL rank 4/22 16/22 5/22 3/22 21/22 21/22

Source: Morningstar, Marten & Co

TMPL’s long-term performance numbers are very poor. However, the figures
improved dramatically following RWC’s appointment and, while the six-month

numbers reflect the pause in the value rally from April onwards, the three-month
figures remain encouraging.

Dividend

As we discussed in ourinitiationnote, the board and RWC feltthat TMPL’s dividend
Dividend reset to a more needed to be reset to a more sustainable level. Accordingly, the December and
sustainable level March dividends were set at 8.25p, bringing total dividends for 2020 to 38.5p. For
the 2021 accounting year, the dividends have been running at a rate of 9.75p per
quarter, implying a total for the year of at least 39p, a modestincrease on 2020.

Annual overview | 8 December 2021 14
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However, we should stress that the amountof the fourth quarter’s dividend has not
yet been announced.

Figure 18: TMPL’s recent dividend record for accounting years
ending 31 December
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Source: Temple Bar Investment Trust

As is clearfrom Figure 18, the revenue per share forthe 2020 accounting yearfell
well shortof the dividend paid, and the balance was metfrom revenue reserves. At
30 June 2021, the trust’s revenue reserve stood at just over £10m, equivalent fo
15.1p pershare. In addition, the company had distributable realised capital reserves
of £547,405,000 at31 December 2020 (no figure for 30 June 2021 is available).

Prospects forthe trust’s revenue account are good

The lifting of curbs on dividends and buybacks by banks, some over-cautious
dividend cuts and suspensions when the crisis first hit, and fast-recovering eamings
in many stocks in the portfolio aretranslating into high dividend cover/excess capital
in many companies.

The managers think that this presages some decent revenue growth for TMPL’s
portfolio. However, they expect that many boards will be cautious about raising
dividendstoo quickly.

Annual overview | 8 December 2021 15
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After a period of COVID-19-
related volatility, TMPL'’s
discount appears to be on a
narrowing trend

Temple Bar

Discount

TMPL’s discount was extremely volatile over the period of turmoil in markets
triggered by the pandemic. The discount narrowed in the wake of Novembers
vaccine announcements, briefly trading ata premium, and in recentmonths, aided
by some share buy backs, the discounthas been in single figures.

Over the 12 months ended 30 November 2021, TMPL'’s shares traded between a
10.7% and a 0.3% discount. The average discountover thatperiod was 6.4%.

At 6 December 2021, TMPL was trading at a discount of 8.4%. This seems
unjustified to us and, aided by the share buybacks, we may see that narrow in

coming months.

Figure 19: TMPL discount over five years ended 30 November 2021
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Source: Morningstar, Marten & Co

Annual overview | 8 December 2021

At each annual generalmeeting (AGM), the board asks shareholders for permission
to buy back and issue shares within the usual parameters. Repurchased shares are
held in treasury. At the AGM in May 2021, shareholders granted the board
permission to repurchase up to 10,024,227 shares. In practice, this authority was
not used until 29 September 2021, when the board gave direction to the broker
(Cenkos Securities) to repurchase shares within certain parameters. Figure 20
shows the pattern of buybacks.
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Figure 20: TMPL’s share buyback activity to 6 December 2021
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Source: Temple Bar Investment Trust

Fees and costs

RWC’s management fee is calculated as 0.35% of net assets. However, to offset
the costs thatthe trust incurred in connectionwith its appointmentand in recognition
that the previous manager’s contractwas not terminated until 20 April 2021, RWC
did not charge a fee until 30 June 2021. There is no performance fee.

RWC'’s appointment was for an initial period of 18 months, following which the
contract can be terminated on six months’ notice.

On 30 October2020, TMPL appointed BNYM to actas its custodian and depositary,
entered into a fund administration agreement with LAFA and appointed Company
Matters as its new company secretary.

At 30 June 2021, TMPL’s ongoing charges were calculated at0.42%. However, this
reflects a period where there was no managementfee for two months. An adjusted
ongoing chares ratio, factoring in a more normal level of management charges,
gives a figure 0of 0.49%.

Capital structure

At 6 December 2021, TMPL had 66,872,765 ordinary shares in issue of which
601,336 were held in treasury. The number of shares with voting rights on thatdate
was 66,271,429.

TMPL has a £50m 4.05% private placement loan which is repayable on 3
September2028,and a £25m 2.99% private placementloan which is repayable on
24 October 2047. The two loans are secured by a floating charge over the assets
of the company.
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Figure 21: Directors

Temple Bar

Management team

Nick Purves joined RWC in August 2010 from Schroders, where he was a senior
portfolio manager with responsibility for both Institutional Specialist Value Funds
and the Schroder Income Fund and Income Maximiser Fund, together with lan
Lance.He worked at Schroders for 16 years, having moved from KMPG, where he
qualified as a chartered accountant.

lan has 30 years of experience in fund managementand started working with Nick
at Schroders in 2007 before joining RWC in August 2010. While at Schroders, he
was a senior portfolio manager, managing the Institutional Specialist Value Funds,
the Schroder Income Fund and Income Maximiser Fund, together with Nick
Previously, lan was the head of European equities and director of research at
Citigroup AssetManagementand head of globalresearch at Gartmore.

Board

TMPL’s board comprises four non-executive directors, all of whom are independent
of the manager, and who do not sit together on other boards. Each of the directors
was re-elected atthe AGM on 30 March 2021. There is a good spread of experience
and length of service within the board.

The longestserving director is the chairman, Arthur Copple, who has been a director
for over nine years. The board does not believe that long service should
automatically mean that a director should be considered as non-independent
However, in recognition of the AIC Code of Corporate Governance, the board has
agreed thata director will ordinarily serve on the board for a maximum of nine years.
The board felt that, given the significant change undergone by the company in
recenttimes, it wanted the chairman to stay on fortwo more years. We believe that
a new director will be appointed in coming months and the chairman will likely step
down atthe AGM in May 2022.

The board has said that its fees will be reviewed in the autumn of 2021 and any
change will likely be announced in nextyear’s annual report.

Role Appointed Length of Fee Shareholding1
service (years)
Arthur Copple Chairman 03/02/11 10.8 38,750 72,309
Lesley Sherratt Seniorindependentdirectand 01/04/15 6.7 30,750 65,000
chairman of the audit committee
Richard Wyatt Director 27111117 4.0 25,750 10,000
Shefaly Yogendra Director 01/10/19 2.2 25,750 900

Source: Temple Bar Investment Trust. Note 1) as at 31 December 2020
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Arthur Copple

Arthur has specialised in the investmentcompany sector forover 30 years. He was
a partner at Kitcat & Aitken, an executive director of Smith New Court Plc and a
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managing director of Merrill Lynch. He is currently a director of Montanaro UK
Smaller Companies Investment Trust Plc and The University of Brighton Academies
Trust.

Lesley Sherratt

Lesley was formerly investment director for the Save & Prosper and Fleming
Flagship range of funds, and chief executive officer and chief investment officer of
Ark Asset Management Ltd. She has over 20 years’ experience investing in the
financial sector, including investment trusts, and served as a director and chair of
US Small Companies Investment Trust. She is currently a director of a private
foundation, a trustee of the Medical Research Foundation and the Global Alliance
for Chronic Diseases, she lectures in global business ethics at King‘'s College
London and is the author of ‘Can Microfinance Work? How to Improve its Ethical
Balance and Effectiveness’.

Richard Wyatt

Richard is a former group managing director at Schroders, Lazard and a vice
chairman atRothschild. He was chairman of the media agency Engine Group and
served on the Regulatory Decisions Committee of the FSA (now the FCA). He is
currently chairman of Loudwater Partners Limited and a director of a number of
othercompanies.

Shefaly Yogendra

Shefaly Yogendra, PhD was appointed a director in 2019. She was most recenty
the COO of Ditto Al, a symbolic Al startup. Shefaly built her career in corporate
venturing in the technology industry, followed by strategy advisory to investors,
regulators and leaders of operating companies on strategic investmentin emergent
and regulated technologies. She focuses on digital and tech leadership and
governance, organisational growth, risk, and decision-making. She is an
independent governor of London Metropolitan University, and a non-executive
director on the board of the LSE-listed JP Morgan US Smaller Companies
Investment TrustPlc. She was listed amongthe "100 Women To Watch"in the 2016
edition of the Female FTSE Board Report.

Previous publications

QuotedData has published two notes on TMPL. You can read these by clicking the
linksin the table below or by visiting our website.

Figure 22: QuotedData’s previously published notes on TMPL

Title Note type Date
Keeping faith Initiation 23 September 2020
Just getting started Update 23 April 2021

Source: Marten & Co
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IMPORTANT INFORMATION

Marten & Co (which is authorised and regulated
by the Financial Conduct Authority) was paid to
produce this note on Temple Bar Investment
Trust Plc.

This note is forinformation purposes only and is
notintended to encourage the readerto dealin
the security or securities mentioned within it.

Marten & Co is not authorised to give advice to
retail clients. The research does not have

regard to the specific investment objectives
financial situation and needs of any specific
person who may receive it.

The analysts who prepared this note are not
constrained from dealing ahead of it but, in
practice, and in accordance with our intemal
code of good conduct, will refrain from doing
so forthe period from which they first obtained
the information necessary to prepare the note

until one month after the note’s publication.
Nevertheless, they may have an interestin any
of the securities mentioned within this note.

This note has been compiled from publicly
available information. This note is not directed
at any person in any jurisdiction where (by
reason of that person’s nationality, residence or
otherwise) the publication or availability of this
note is prohibited.

Accuracy of Content: Whilst Marten & Co uses reasonable efforts to obtain information from sources which we believe to be reliable and to ensure

that the information in this note is up to date and accurate, we make no representation or warranty that the information containedin this note is
accurate, reliable orcomplete. The information contained in this note is provided by Marten & Co for personal use and information purposes
generally. You are solely liable forany use you may make of this information. The information is inherently subject to change without notice and may
become outdated. You, therefore, should verify any information obtained from this note before you useit.

No Advice: Nothing contained in this note constitutes or should be construed to constitute investment,legal, tax orotheradvice.

No Representation or Warranty: No representation, warranty or guarantee of any kind, express orimplied is given by Marten & Co in respect of

any information contained onthis note.

Exclusion of Liability: To the fullest extent allowed by law, Marten & Co shall not be liable forany direct or indirect losses, damages, costs or

expenses incurred or suffered by you arising out orin connection with the access to, use of orreliance on any information contained onthis note. In
no circumstance shall Marten & Co and its employees have any liability for consequential or special damages.

Governing Law and Jurisdiction: These terms and conditions and all matters connected with them, are governed by the laws of England and

Wales and shall be subject to the exclusive jurisdiction of the English courts. If you access this note from outside the UK, you are responsible for
ensuring compliance with any local laws relating to access.

No information containedin this note shall form the basis of, or be relied upon in connection with, any offer or commitment whatsoeverin any

jurisdiction.

Investment Performance Information: Please remember thatpastperformance is notnecessarily a guide to the future and
that the value of shares and the income from them can go down as well as up. Exchange rates may also cause the value of
underlying overseas investments to go down as well as up. Marten & Co may write on companies thatuse gearing in a number
of forms thatcan increase volatility and, in some cases, to a complete loss of an investment.

QuotedData is a trading name of Marten & Co, which is
authorised and regulated by the Financial Conduct Authority.

123a Kings Road, London SW3 4PL
0203 6919430

www.QuotedData.com

Registered in England & Wales number 07981621,
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19 Heathmans Road, London SW6 4TJ
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