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Personal Assets

Results: Equities exposure increases
Personal Assets' (PNL) results to 30 April show NAV total returns of 7.5%,
in line with the FTSE All Share index, whilst UK RPI, which is also used as
a comparator index was 4.5%. Contributors to performance included Visa,
VeriSign, Unilever and American Express, whilst the biggest detractors were
Diageo and Pernod Ricard, which continue to suffer from weaker trading in
spirits markets. The NAV is up 0.4% since 30 April, compared to 5.4% for the
FTSE All Share.

We continue to rate Personal Assets highly and believe it is one of several
good options within the defensive multi-asset sector. Since Sebastian Lyon
took over in March 2009 the NAV total return has been 217% (7.3% pa),
which compares with a return of 384% (10.2% pa) for the FTSE All Share. We
believe that this is a creditable track record given the fund’s low exposure to
equity markets. In our view, the manager’s cautious approach and the fund’s
emphasis on capital protection matches the risk/return objectives of many
private investors. The “zero discount” policy means that there is minimal
discount volatility and has provided significant liquidity to investors. The
shares are trading on a 1% discount, with the board committing significant
capital to buybacks, £126m net during the period, c.7% of share capital, to
maintain the zero discount policy.

• Manager change: As previously announced, Charlotte Yonge was appointed as
co-PM, effective as of 1 May. Charlotte has worked at Troy since 2013.

• Buybacks/dividend: PNL operates a zero-DCM, with net share repurchases of
£126m over the year. PNL pays a small dividend, seeking to pay an annual dividend
of at least 5.6p. In the financial year, high levels of inflation resulting in more income
being earned from holding US TIPs than in previous years, resulting in an additional
special dividend of 1.4p to be paid in July. Including the special, this equates to an
annualised yield of c.1.4%.

• Outlook: The managers are sceptical of the changing narrative from 'American
exceptionalism' to one best summed up by the acronym 'ABUSA - anything but the
USA'. They believe that the outlook is not that simple, and whilst the US remains
fully valued, it is home to many of the world's best companies. In addition, market
volatility presents opportunities and the managers will continue to selectively add
to the US, Europe and the UK - depending on the opportunity set.
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Portfolio
The portfolio is managed using a multi-asset approach, with the greatest exposures
currently being Equities (39%), US TIPs (27%), Gold (11%) and Gilts (9%). Exposure to
Equities reached record lows in recent years, owing to macro uncertainty and concerns
over lofty valuations. Equity exposure has since increased, though the manager retains
significant liquidity (through Gilts, index linked bonds and cash), seeking to capitalise on
opportunities as they arise.

Table 1 - Top 10 holdings

Source: Company data. Portfolio as at 31 May, performance to 17 June

Portfolio activity
Portfolio turnover was greater than historical levels, with the managers making several
changes to the portfolio. Longstanding holdings Becton Dickinson and Procter & Gamble
were both sold. Becton Dickinson was sold owing to operational and financial challenges,
whilst the managers believe the valuation of P&G versus peers looks high given slowing
organic sales growth.

New holdings included Canadian National Railway, given its monopolistic position which
helps it to sustain high margins, Chubb, which is seen as a beneficiary of higher
yields and has consistently demonstrated strong profitability and capital allocation and
VeriSign, due to growth in web addresses, price rises and strong operating leverage. In
addition, the managers added to several existing stocks in the portfolio, whilst adding
two new European companies (LVMH and L'Oréal) which meet the manager's quality
criteria and had fallen to valuations which looked fair.

Elsewhere in the portfolio, the managers have reduced dollar exposure in favour of the
yen, which they expect to provide more of a safe haven in times of market stress. Gold
remains a key part of the portfolio, however exposure was reduced following a period
of price appreciation.

Figure 1 - Portfolio by asset class

Source: Company data. As at 31 May

Figure 2 - Portfolio by asset class over time

Source: Company data
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Regulatory Notice & Disclaimer
General Disclosure
This research report was produced by Numis Securities Limited ("Numis") on the
date and time set out on page 1 of this research report. Numis is an investment
firm authorised and regulated by the UK Financial Conduct Authority ("FCA") (Firm
Reference Number: 144822).

The research analyst who prepared this research report was Gavin Trodd. Research
analysts' remuneration is not directly linked to specific transactions but based
upon various factors (such as the general perception of the analyst's ability and
commitment to their analytical work) and upon the overall revenues of Numis and/
or one or more of its affiliates.

No part of the content of this research report may be copied, forwarded or duplicated
in any form or by any means without the prior consent of Numis and Numis accepts
no liability whatsoever for the actions of third parties in this respect.

This research report is "non-independent research" in accordance with COBS 12.2
of the FCA Handbook.

The following disclosures are addressed to
EEA-based recipients
This research report is distributed by Deutsche Bank AG (“Deutsche Bank”), to
EEA clients as third-party research. Deutsche Bank is a joint stock corporation with
limited liability incorporated in the Federal Republic of Germany with its principal
office in Frankfurt am Main. Deutsche Bank is authorised under German Banking
Law and is subject to supervision by the European Central Bank and by BaFin,
Germany’s Federal Financial Supervisory Authority.

Numis is a group subsidiary of Deutsche Bank.

The disclosures made by Numis below and specifically the sub-heading "Additional
Disclosures" apply to Numis and Deutsche Bank. Therefore a reference to Numis
should be read as a reference to both Numis and Deutsche Bank.

Additional Disclosures
Numis regards this document as an investment recommendation. It is intended
for communication in the United Kingdom only to investment professionals in
accordance with article 19 of The Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 (the “FPO”). Its contents are not directed at,
may not be suitable for and should not be relied on by anyone who is not an
investment professional including retail clients. Numis does not provide investment
advisory services to retail clients. This investment recommendation is not directed
at you if Numis is prohibited or restricted by any legislation or regulation in any
jurisdiction from making it available to you. You should satisfy yourself before
reading it that Numis is permitted to provide investment recommendations to you
under relevant legislation and regulations. This investment recommendation is
not an offer or a solicitation to buy or sell any security. It does not constitute
a personal recommendation and recipients must satisfy themselves that any
dealing is appropriate in the light of their own understanding, appraisal of risk
and reward, objectives, experience, and financial and operational resources. It has
not been prepared in accordance with legal requirements designed to promote
the independence of research and is accordingly considered to be a marketing
communication. Non-independent research is not subject to any prohibition on
dealing ahead of the dissemination of investment research. However, Numis is
required by the FCA to have policies in place to identify and manage the conflicts
of interest which may arise in the production of non-independent research, which
include preventing dealing ahead. The prices of the investments referred to in
this investment recommendation and the income from them may go down as
well as up and investors may realise losses on them. Neither past performance
nor forecasts are a reliable indicator of future results. Numis accepts no fiduciary
duties to the reader of this investment recommendation and in communicating it
Numis is not acting in a fiduciary capacity. Neither Numis nor any of its directors,
officers, employees, or agents shall have any liability, however arising, for any error,
inaccuracy or incompleteness of fact or opinion in this research report or lack of
care in this research report's preparation or publication; provided that this shall not
exclude liability to the extent that this is impermissible under the law relating to UK
financial services.

All statements and opinions are made as of the time and date on the face of
this document and are not held out as applicable thereafter. Numis makes no
commitment to any planned frequency of updates to investment recommendations.
Investment recommendations carry the date and time of dissemination. In the
absence of contrary words, Numis considers that an investment recommendation
is only completed at the point at which it is disseminated. Where a price is quoted in
an investment recommendation it will generally, in the absence of contrary words,
be the latest practicable price prior to distribution. Unless otherwise stated, prices in
this investment recommendation are derived from quotations on the London Stock
Exchange. A list of significant items which could create a conflict of interest and

other material interests in relation to investment recommendations, together with
Numis’s policy for managing such conflicts of interest, is set out on the Numis
website (www.numis.com/Legal-and-Regulatory).

Numis or one or more of its associates or a director or an employee of Numis or of
an associate may from time to time have a position, or may have undertaken or may
undertake an own-account transaction, in a security referred to in this document or
in a related security. Such a position or such a transaction may relate to the market
making activities of Numis or to other activities of Numis.

Numis or one or more of its associates may from time to time have a broking,
advisory or other relationship with a company which is the subject of or referred
to in this investment recommendation, including acting as that company’s official
or sponsoring broker and providing corporate finance or other financial services.
It is the policy of Numis to seek to act as corporate adviser or broker to many
of the companies which are covered by the Research Department. Accordingly
companies covered in any investment recommendation may be the subject of
marketing initiatives by the Investment Banking Department.

Numis acts as a market maker (as defined in point (7) of Article 4(1) of Directive
2014/65/EU ("MiFID II")) in the subject company of this report. Additionally, at any
time Numis may have a long or short position in the companies mentioned in this
investment recommendation, and may have received customer orders to buy or
sell instruments in the companies mentioned in this investment recommendation. If
Numis holds a long position of >0.5% or a short position of <-0.5% in the subject
company of an investment recommendation, this is separately disclosed.

A company covered in this investment recommendation may have paid for an
analyst’s reasonable expenses to visit their premises or offered modest hospitality
or entertainment; further details are available on request.

Unless otherwise clearly specified in this document, the author(s) of this document
does not own a long or short position in the issuer, whether received or purchased
before or subsequent to a public offering of such shares.

Investment recommendations will specifically identify sources of information for
material facts, where these are not regulatory company announcements and
published company financial documents. In those cases (but not otherwise) where
the subject company has seen a draft of the investment recommendation and has
suggested factual amendments which are incorporated by the analyst, this will be
noted on the investment recommendation.

The archive of investment recommendations, available to all clients who
normally receive Numis investment recommendations, is available here https://
library.numis.com/regulatory_notice.

Numis accepts no responsibility whatever for any failure by a person resident
outside the United Kingdom to observe the foregoing.

Sector Notes (mentioning 6 or more companies)
Our sector notes may contain references to information on companies (including
recommendations) which have already been published by us (see our website
at (https://library.numis.com/) and consequently, details of our assumptions, the
material investment risks and/or the basis for each company's recommendation may
not be repeated in these sector notes.

Deutsche Bank AG
Effective 13 October 2023, Deutsche Bank AG ("Deutsche Bank") acquired
Numis Corporation Plc and its subsidiaries (the “Numis Group”), including Numis.
Deutsche Bank provides clients with, amongst other services, Investment Research
services. Numis provides clients with, amongst other services, non-independent
research services.

The conflicts of interest that may exist for the Deutsche Bank and/ or its affiliates
(which include the Numis Group), in relation to the provision of research, can be
found on the Deutsche Bank website at https://db.com/disclosures.

Valuation, Key Assumptions and Risks
Where a communication references an investment recommendation from the Numis
Investment Company Research Department, the evaluation of the instrument may
be based on factors such as: share price discount/premium to a published or
estimated net asset value (NAV); assessment of track record; management and
approach; expected total return; market capitalisation; liquidity; yield; volatility;
fees; or other factors stated within the document, where any changes in the
valuation, methodology or underlying assumptions will be stated as relevant. If
you require further details about the valuation, key assumptions and risks, contact:
fundsresearch@dbnumis.com

Ratings Key
Our aim is to identify funds where the share price will outperform the benchmark
or target returns on a risk adjusted total return basis. This may be through either
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a narrowing of the discount or outperformance of the underlying portfolio. Selected
funds are categorised as either Core Recommendations or Trading Opportunities
and are assigned a rating of Buy or Sell.

Through the Core Recommendations we seek to identify buying opportunities
for investors in each asset class. Our time frame for Core Recommendations is
12-18 months. Core Recommendations will take into account valuation, but will
place a greater emphasis on the quality of management, performance record and
risk characteristics (including portfolio diversification, gearing and any outstanding
commitments).

Trading Opportunities are typically based on a shorter time frame of 3-6 months and
our views regarding these may change in a relatively short space of time depending
on movements in the premium/discount. These may include Buys and Sells, as
well as switching opportunities between funds with similar investment mandates.
When identifying Trading Opportunities, we tend to place a significant emphasis
on valuation, typically by assessing the upside and downside to the discount/
premium to net asset value based on a combination of historic trading ranges and
peer group averages. Where appropriate we will also take account of discount
control mechanisms (e.g. share buyback policies) or potential corporate action (e.g.
forthcoming continuation votes). Generally a Buy/Sell rating will be categorised by
expected out/under performance of at least 5% on an absolute or relative basis.

When making recommendations we take account of trading liquidity and, all things
being equal, favour the larger and more liquid funds within an asset class. When
any changes are made to the recommendations we will seek to explain the specific
reasons for including/excluding each fund.

For investment companies with Equity mandates we typically focus on the outlook
for relative, rather than absolute share price performance. For instance, we may
recommend a fund investing in Japan because we believe it will outperform the
TSE 1st Section, but this does not necessarily mean that we favour the Japanese
market. For some funds there may be no appropriate benchmark or the target may
be to achieve absolute returns (e.g. Infrastructure or Hedge Funds). We may still
recommend such funds as long as we believe they can add value on a risk adjusted
basis allowing for the nature of their structure (e.g. gearing) and the volatility of their
asset class.

Distribution of Ratings
The 12 month historic rating is available on request from funds@dbnumis.com
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