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The Merchants Trust  
30 years of uninterrupted dividend growth 

12-10312\P-IT\MT\SG\010512 2 Source: RCM. *Excludes dividends declared but not paid at year end. 

Special 

Dividend 

Year to January 2011 2012 

Ordinary dividend 22.8p 23.0p 

Revenue reserves available to smooth dividends 

Revenue reserves (31/01/12)* £11.7m 

Pence per share 11.4p 



The Merchants Trust 
Highlights of 2011/12 performance 

Positives 
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Negatives 

 30th year of consecutive dividend growth 

 UK Equity portfolio outperformed FTSE 100 benchmark by 1.5% 

 Call overwriting generated additional income and total return 

 Revenue reserve depletion reduced  

 Gearing reduced NAV return in flat market 

 Falling bond yields raised the market value of debt 

Positive Contribution Over/Under Weight 

GlaxoSmithKline + 

Lloyds Banking Group - 

Xstrata - 

Unilever + 

Rio Tinto - 

SSE + 

Anglo American - 

National Grid + 

Barclays - 

Bunzl + 

Negative Contribution Over/Under Weight 

Man Group + 

Inmarsat + 

Hays + 

Diageo - 

SABMiller - 

Mothercare + 

Premier Farnell + 

DMGT + 

UBM + 

Autonomy - 

Over/Under weight: Whether proportion of portfolio in stock is higher (+) or lower (-) than its weighting in the FTSE 100 index. 
Source: RCM. 

Equity performance driven by large defensive holdings and limited mining/banking exposure 



The Merchants Trust  
Dividend Sustainability & Growth 
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Special 

Dividend 

 Reserves built up in good years to offset pressures in difficult years 

 Reserve depletion on improving trend 

 Revenue reserves of 11.4p* available 

 Outlook for UK dividend growth good 

Reserve accumulation Reserve depletion 



The Merchants Trust  
Outlook for UK dividend growth is good 
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 We have seen the 
deepest dividend cuts 
for a generation  

 Payout ratio is now 
low 

 Balance sheets are 
strong  

 Dividends grew 15% 
2011, forecast 8% 
2012 

Source: MSCI, Factset, Morgan Stanley Research. 

UK FTSE All Share Dividend Level Net Debt to EBITDA 

Payout ratio continues to edge lower relative to historical average % of Companies with net cash on their balance sheet 

Note: Data excludes financials sector 
Source: MSCI, Worldscope, Morgan Stanley Research 

Note: Data excludes financials sector                                 Dotted lines = Factset estimates 
Source: MSCI, Worldscope, Factset estimates, Morgan Stanley Research 

Source: FTSE, Datastream, Morgan Stanley Research. 



The Merchants Trust 
Valuation summary 

 

Source: 2011/2012 Accounts/JP Morgan Cazenove at 1 May  2012. 12-10312\P-IT\MT\SG\010512 6 

  31 January 2011 31 January 2012 Change (%) 30 April 2012 Change (%) 

Total Assets £552m £526m -4.7  £521m -1.0  

Net Assets Value Per Share (Debt at Book Value) 427.1p 402.1p -5.9  405.0p +0.7  

Net Assets Value Per Share (Debt at Market Value) 407.3p 366.2p -10.1  371.9p +1.6  

Share Price  407p 363p -10.8  375.4p +3.4  

Premium/(Discount) (Debt at Book Value) (4.7%) (9.7%) - (7.3%)   

Premium/(Discount) (Debt at Market Value) (0.1%) (0.9%) - 0.9%   



The Merchants Trust 
Borrowings 
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31 Jan 2011 31 Jan 2012 

(£m) % (£m) % 

Total Assets 552 100 526 100 

Borrowings 111 20 111 21 

Shareholder Funds 441 80 415 79 

Source: RCM. 

Debt at fair value (£m) NAVs (p) with debt at fair value and par 

Average Maturity 11 years 

Average Interest Charge 8.5% 



The Merchants Trust 
% Discount/Premium to NAV (Fair Value) 

Source : Datastream/RCM. 12-10312\P-IT\MT\SG\010512 8 
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The Merchants Trust 
Key portfolio changes – financial year to 31 January 2012 
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New Additions 31 Jan 2011 

Carnival WPP 

London & Stamford Properties Melrose 

Mothercare British Land 

Sainsbury (J) Brit Insurance 

Close Brothers Home Retail Group 

Pendragon 

Lloyds Banking Group 

Source: RCM. 

 5 additions, 7 disposals, 46 holdings at year end 

 Buying undervalued recovery potential and selective 
consumer exposure 

 Selling fully valued cyclicals post recovery/takeover 
and high risk businesses 



The Merchants Trust 
Current economic and market outlook 

 Medium term economic growth will be muted as debt burden is paid down 

 US economy showing improvement but greater austerity to come 

 Peripheral Europe struggling with economic/political pressures  

 Corporates generally in better shape, balance sheets repaired 

 Equities offer long term value especially vs. gilts 

 Markets likely to remain volatile as risks persist 

 Underperformance of cyclicals creating selective opportunities 
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Groundhog Day 



The Merchants Trust 
Portfolio themes 

 Large core holdings in well financed global, “mega” caps with 
strong franchises and good yields 
 
 
 
 

 Exposure to emerging market consumer spending growth 
 
 
 

 Media sector exposed to corporate operational expenditure with  
attractive valuations 
 
 
 

 Consumer stocks – conditions should ease, valuations too low 
 

12-10312\P-IT\MT\SG\010512 11 

 Favour high quality, growth stocks on reasonable valuations 
 
 
 
 
 

 Management turnaround and recovery situations attractive 
 
 
 

 Defence companies oversold, aviation outlook improving 
 
 
 
 

 Limited exposure to mining (muted recovery) and banks (low 
dividends) 
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The Merchants Trust 
Sector views 

Underweight Overweight 

Banks 

Mining 

Oil & Gas Producers 

Beverages 

General Retail 

Media 

Travel & Leisure 

Electricity 

Aerospace & Defense 

Gas, Water, Utilities 

Source: RCM, as at 30 March 2012. 

Position relative to FTSE 100 Index 

12-10312\P-IT\MT\SG\010512 12 



-2.1

-2.5

-2.5

-3.3

-3.3

2.4

2.7

2.7

2.7

2.8

-4.0 -3.0 -2.0 -1.0 0.0 1.0 2.0 3.0 4.0

The Merchants Trust 
Stock views 

BG Group 

Rio Tinto 

Diageo 

Standard Chartered 

Anglo American 

Reed Elsevier 

United Business Media 

BAE Systems 

GlaxoSmithKline 

SSE 

Source: RCM, as at 31 March 2012. 

Position relative to FTSE 100 Index 
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Underweight Overweight 



The Merchants Trust 
Conclusion 

 30 years of dividend growth 

 6% yield underpinned by reserves and rising income 

 Defensively biased but not constrained portfolio 

 Investment opportunities available despite difficult economic background 

12-10312\P-IT\MT\SG\010512 14 



Appendix 



The Merchants Trust  
Revenue reserve depletion on an improving trend 
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 2007 – 2009 eps ahead of dps 

 2009 – 2011 eps benefitted from 1 off factors  
(e.g. VAT reclaims) 

 2007 – 2009 significant reserve accumulation  

 2010 – 2012 reserve depletion on improving trend 

 2012 revenue reserves of 11.4p remaining* 
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Source: RCM. * Excludes dividends declared but not paid at year end. 

Earnings and dividends per share 



Please remember that past performance is not a guide to future performance.  The value of an investment and the income from it can fall as well as rise as a result of market fluctuations and you may 
not get back the amount originally invested.  You should not make any assumptions about the future on the basis of this information.  

Except for products investing exclusively in the UK, currency exposure exists in all funds.  These funds will suffer a negative impact if sterling rises in value relative to the currencies in which the 
investments are made.  

The information is for the sole use of the addressee, who it is believed is a professional customer as defined by the Financial Services Authority, Allianz Global Investors staff or consultants and 
independent financial advisers who have received instructions from RCM (UK) Ltd. Some of the products or product types are not suitable for retail investors.  If you are not sure if you are a 
professional customer as defined by the Financial Services Authority please contact our Compliance Department.  Furthermore, the material contained herein is directed only at persons or entities in 
any jurisdiction or country where such information and the use thereof is not contrary to local law or regulation.  Accordingly, it may not be reproduced in any form without the express permission of 
RCM (UK) Ltd.  To the extent that it is passed on, care must be taken to ensure that this is in a form which accurately reflects the information presented here and that it complies with the laws and 
regulations of any jurisdiction in which it is used.  

While RCM (UK) Limited believe that the information is correct at the date of this document, no warranty or representation is given to this effect and no responsibility can be accepted by RCM  (UK) 
Limited to any intermediaries or end users for any action taken on the basis of the information. 

The information contained herein including any expression of opinion is for information only and is given on the understanding that anyone who acts on it, or changes their opinion thereon, does so 
entirely at their own risk. 

Allianz Global Investors represents products and services of RCM (UK) Ltd.  Authorised and regulated by the Financial Services Authority, their registered office 155 Bishopsgate, London, EC2M 3AD, 
telephone +44 (0)20 7859 9000 and is a wholly owned subsidiary of Allianz SE.  This document has been issued in the UK by RCM (UK) Ltd. and complies with UK regulations.  Registered in England 
No 2014586. Member of the Allianz Global Investors Marketing Group.   

For our mutual protection, calls are recorded and may be used for quality control and training purposes, however, Allianz Global Investors reserves the right to use such recordings in the event of a  
dispute. 

Disclaimer 

Web site: www.rcm.co.uk Web site: www.allianzgi.co.uk 
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The Merchants Trust PLC 
Proxy Voting Figures –  
Annual General Meeting,  
9 May 2012 



The Merchants Trust PLC 
Annual General Meeting, 9 May 2012 
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Resolution 1 - to receive and adopt the Annual Financial Report 

For 

32,677,217 

Discretion 

280,841 

Against 

73,074 

Withheld 

196,062 



The Merchants Trust PLC 
Annual General Meeting, 9 May 2012 
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Resolution 2 - to declare and approve a final dividend 

For 

32,785,301 

Discretion 

280,841 

Against 

71,000 

Withheld 

90,052 



The Merchants Trust PLC 
Annual General Meeting, 9 May 2012 
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Resolution 3 -  to re-elect Simon Fraser as a Director 

For 

32,051,137 

Discretion 

269,193 

Against 

417,444 

Withheld 

489,420 



The Merchants Trust PLC 
Annual General Meeting, 9 May 2012 
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Resolution 4 -  to re-elect Mike McKeon as a Director 

For 

31,892,628 

Discretion 

270,353 

Against 

462,868 

Withheld 

601,345 



The Merchants Trust PLC 
Annual General Meeting, 9 May 2012 
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Resolution 5 -  to re-elect Henry Staunton as a Director 

For 

32,023,334 

Discretion 

270,353 

Against 

338,179 

Withheld 

595,328 



The Merchants Trust PLC 
Annual General Meeting, 9 May 2012 
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Resolution 6 -  to re-elect Paul Yates as a Director 

For 

32,020,271 

Discretion 

270,353 

Against 

314,318 

Withheld 

622,252 



The Merchants Trust PLC 
Annual General Meeting, 9 May 2012 
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Resolution 7 -  to approve the Directors’ Remuneration Report 

For 

30,520,793 

Discretion 

266,634 

Against 

1,586,090 

Withheld 

853,677 



The Merchants Trust PLC 
Annual General Meeting, 9 May 2012 
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Resolution 8 -  to re-appoint PricewaterhouseCoopers LLP as Auditors 

For 

32,267,881 

Discretion 

282,674 

Against 

342,652 

Withheld 

333,987 



The Merchants Trust PLC 
Annual General Meeting, 9 May 2012 
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Resolution 9 -  to authorise the Directors to determine the remuneration of the 
    Auditors 

For 

32,309,675 

Discretion 

287,797 

Against 

178,274 

Withheld 

451,448 



The Merchants Trust PLC 
Annual General Meeting, 9 May 2012 
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Resolution 10 -  to authorise the Directors to allot Shares 

For 

31,870,515 

Discretion 

377,489 

Against 

511,511 

Withheld 

467,679 



The Merchants Trust PLC 
Annual General Meeting, 9 May 2012 
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Resolution 11 -  to disapply pre-emption rights 

For 

30,362,186 

Discretion 

390,813 

Against 

1,206,782 

Withheld 

1,267,413 



The Merchants Trust PLC 
Annual General Meeting, 9 May 2012 

12-10275\AH-IT\JB\170412 30 

Resolution 12 - to authorise the Company to make market purchases of 
  Ordinary Shares 

For 

32,130,401 

Discretion 

395,874 

Against 

451,830 

Withheld 

249,089 



The Merchants Trust PLC 
Presentation to the  
Annual General Meeting,  
9 May 2012 


