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Source: Deutsche Numis as at 15 October 2024.

What this chart shows

This shows how the UK investment trust market (excluding 3i) has moved fo varying
degrees of discount over the last 20 years. By the term ‘discount’ we are referring
to where the share prices are in relation to their underlying Net Asset Value. Clearly,
certain economic and geopolitical events have had a significant influence on the
sector’s valuation by the market.

Share price discounts are inherently cyclical, however what we can see is that the
periods of significant widening of discount tend to be relatively short, followed by a
longer-term grind upwards with discounts narrowing closer to ‘Par’. However, the
current period of widening the sector has experienced has been somewhat more
protracted.

Why this is important
The factors that drove the sector in to the current de-rating were:

o higher interest rates causing investors to worry about large falls in Net
Asset Values as, especially in the ‘real assets’ spaces such as property and
infrastructure

« UK equity market being significantly out of favour with investors selling their
exposure via index ETFs. As investment trusts account for c. 25% of the FTSE-350
index, outflows from the UK market create forced selling regardless of the price
of investment frusts.

o previously applied 'cost disclosure’ rules placed upon investment trusts made
them look more expensive than they actually were, therefore deterring buyers
and creating forced sellers mindful of UK Consumer Duty assessments.

The confluence of those factors created a significant headwind for the sector.
However, bond yields are now easing back; the UK equity market, partly due to its
very low valuation, is attracting international money and the FCA has communicated
forbearance on the ‘cost disclosure’ rules which will be laid down in law by the UK
Treasury in its forthcoming Statutory Instrument on PRIIPs.

In essence therefore, the factors that got us here are now passing info the rear view
mirror. We believe that the road ahead presents a rare means to participate in
profitable mean reversion.
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For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Limited
HERERFBERLF

9th Floor, Centre Mark Il

305-313 Queen’s Road Central
Sheung Wan, Hong Kong

Important notes

This communication is issued by Belvest
Investment  Services  Limited and/or
Belvest related companies (collectively,
and individually Belvest) solely to its
clients, qualified prospective clients or
institutional and professional investors.
Unless stated otherwise, any opinions or
views expressed in this communication do
not represent those of Belvest. Opinions or
views of any Belvest company expressed
in this communication may differ from
those of other departments or companies
within Belvest, including any opinions or
views expressed in any research issued by
Belvest. Belvest may deal as Distributor or
Agent, or have interests, in any financial
product referred fo in this email. Belvest
has policies designed to negate conflicts of
interest. Unless otherwise stated, this e-mail
is solely for information purposes.

This message may contain confidential
information.  Any use, dissemination,
distribution or reproduction of this
information outside the original recipients
of this message is strictly prohibited. If
you receive this message by mistake,
please notify the sender by reply email
immediately.

Unless specifically stated, neither the
information nor any opinion contained
herein constitutes as an advertisement, an
invitation, a solicitation, a recommendation
or advise fo buy or sell any products,
services, securities, futures, options, other
financial instruments or provide any
investment advice or service by Belvest.

Tel +852 2827 1199
Fax +852 2827 0270
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No representation or warranty is given as
to the accuracy, likelihood of achievement
or reasonableness of any figures, forecasts,
prospects or return (if any) contained in the
message. Such figures, forecasts, prospects
or returns are by their nature subject to
significant uncertainties and contingencies.
The assumptions and parameters used
by Belvest are not the only ones that
might reasonably have been selected
and therefor Belvest does not guarantee
the sequence, accuracy, completeness
or timeliness of the information provided
herein. None of Belvest, its group members
or any of their employees or directors shall
be held liable, in any way, for any claims,
mistakes, errors or otherwise arising out
of or in connection with the content of this
e-mail.

This  e-mail and any accompanying
attachments are not encrypted and cannot
be guaranteed to be secure, complete or
error-free as electronic communications
may be intercepted, corrupted, lost,
destroyed, delayed or incomplete, and/
or may contain viruses. Belvest therefore
does not accept any liability for any
interception, corruption, loss, destruction,
incompleteness, viruses, errors, omissions
or delays in relation fo this electronic
communication. If verification is required
please request a hard-copy version.
Electronic communication carried within
the Belvest system may be monitored.



