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The Bankers Investment Trust

Quality-focused global growth and income fund Investment trusts
Global equities
The Bankers Investment Trust (BNKR) has continued to deliver on its twin 31 July 2020
objectives of long-term capital and income growth, rebounding strongly
from the global market declines of Q120 and declaring increased dividends
for H120 despite the difficult backdrop for corporate earnings. Coming into
2020, manager Alex Crooke had positioned the trust relatively cautiously
with a net cash position of ¢ 3%, which he put to work during the sell-off,
boosting the portfolio’s long-term total return potential. At the half year the NAV* 972.0p
board reiterated its intention to increase BNKR’s FY20 total dividend by Premium to NAV 1.1%
c 3%, using reserves as necessary, which would secure a record-equalling NAV* 974.5p
54th consecutive year of dividend growth for the trust’s shareholders. Premium to NAV 0.9%
*Excluding income. **Including income. As at 30 July 2020.
Yield 2.2%
BNKR has delivered strong long-term absolute and relative performance Ordinary shares in issue 128.7m
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The market opportunity
While many stock markets have quickly recovered the ground lost in the Three-year performance vs index
coronavirus-driven sell-off of February and March 2020, the path ahead remains 150
highly uncertain for public health, corporate earnings and the global economy. In 140
130
such circumstances investors may be well served by holding a globally diversified 120
portfolio of quality companies with dividend growth potential. 110
100
VYerroossaeossogg
Why consider investing in BNKR? S$§8855388553885
On track for a 54th consecutive year of dividend growth, with a forecast 3% BNREay Blended ndex
increase versus FY19, backed by healthy revenue reserves. 52-week highflow 1,0320p  695.0p
Diversified global fund made up of concentrated regional ‘best ideas’ portfolios. NAV*‘hiQh/'OW 1,021.1p .7
Focus on quality, value and income has tended to mean lower volatility of Inling incore.
returns, as demonstrated in the recent market sell-off. Gearing
Strong long- and short-term absolute and relative performance record. Gross* 51%
Net* 0.0%
Premium rating allows for first issuance in years *Asat 30 June 2020.
At 30 July 2020, BNKR’s shares traded at a 0.9% premium to cum-income NAV. Analysts
The shares had moved to a premium in Q419, although they briefly fell to a five-year Sarah Godfrey +44 (0)20 3681 2519
widest discount of 12.1% during March before rebounding to a three-year highest Mel Jenner +44 (0)20 3077 5720

premium of 2.5%. The current rating compares with average discounts of 0.5%,
1.4%, 2.7% and 4.6% over one, three, five and 10 years respectively, and BNKR
has recently issued shares at a premium for the first time in many years. The trust

currently has a dividend yield of 2.2% and forecasts dividend growth of 3% in FY20. The Bankers Investment Trust is a
research client of Edison Investment

Research Limited
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Exhibit 1: Trust at a glance

Investment objective and fund background

The Bankers Investment Trust (BNKR) aims, over the longer term, to achieve
capital growth in excess of a global developed markets index and annual
dividend growth greater than UK RP! inflation, by investing in companies listed
throughout the world. BNKR has one of the longest records of uninterrupted
annual dividend growth for an investment trust (53 years based on the year
ended 31 October 2019). It is listed on the London Stock Exchange with a
secondary listing in New Zealand.

Recent developments

= 29 June 2020: results for the six months ended 30 April. NAV TR -3.2% and
share price TR -1.4% versus -5.3% for the reference index. Reiterates
intention to pay FY20 dividends of at least 21.5p per share, a ¢ 3% increase
on 20.9p for FY19, using reserves as necessary.

= 1 April 2020: Richard West appointed to the board of BNKR as a non-
executive director. West has more than 30 years' experience in investment
management, latterly at UBS Global Asset Management.

Forthcoming Capital structure Fund details

AGM February 2021 Ongoing charges 0.52% Group Janus Henderson Investors
Annual results January 2021 Net gearing 0% Manager  Alex Crooke

Year end 31 October Annual mgmt fee Tiered (see page 9) Address 201 Bishopsgate,

Dividend paid May, Aug, Nov, Feb Performance fee None London, EC2M 3AE

Launch date 13 April 1888 Trust life Indefinite Phone +44(0) 20 7818 1818
Continuation vote None Loan facilities See page 9 Website www.bankersinvestmenttrust.com

Dividend policy and history (financial years)

Dividends are paid quarterly in May, August, November and February. The trust
has paid a dividend in all but two of its 131 years of existence and is on track to
produce a 54th year of consecutive annual dividend growth in FY20.

Share buyback policy and history (financial years)

BNKR seeks authority annually to buy back shares at a discount or issue them
at a premium to NAV to manage supply and demand. FY16 allotments include
shares issued as a result of the rollover of Henderson Global Trust.
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u Full year dividend payment = Interim dividends u Repurchases u Allotments
Shareholder base (at 30 June 2020) Portfolio exposure by geography (at 30 June 2020)
. ) 0
= Halifax Share Dealing (10.5%) = North America (33.8%)
m Rathbones (10.0%)
Interactive Investor (7.9%) m UK (21.6%)
m Hargreaves Lansdown (7.9%)
Investec Wealth & Invt (6.4%) Europe ex-UK (19.2%)
f 1 0,
BMO Financial Group (4.4%) u Pacific ex-Japan (13.5%)
JM Finn (2.3%)
AJ Bell (2.1%) Japan (11.5%)
Smith & Williamson (2.1%)
Other (46.4%) Emerging markets (0.4%)
Top 10 holdings (as at 30 June 2020)
Portfolio weight %
Company Country Sector 30 June 2020 30 June 2019**
Microsoft us Technology 29 2.2
Amazon us Consumer services 21 N/A
Visa us Financials 2.0 1.6
Estée Lauder us Consumer goods 19 2.2
American Tower us Financials (real estate) 1.9 1.6
Apple us Technology 1.8 N/A
Adobe Systems us Technology 1.7 N/A
Alphabet* us Technology 1.7 14
Mastercard us Financials 1.7 1.6
Facebook us Technology 15 N/A
Top 10 (% of portfolio) 19.0 17.4

Source: The Bankers Investment Trust, Edison Investment Research, Bloomberg, Morningstar. Note: *Parent of Google. **N/A where

not in the top 10 at end-June 2019.
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Market outlook: A fine balance between greed and fear

So far 2020 has been one of the most remarkable years ever seen by equity investors, with the co-
ordinated global shock of the COVID-19 pandemic causing a swift and catastrophic market sell-off,
followed by an equally swift rebound as governments and central banks worldwide implemented
fiscal and monetary stimulus packages previously unseen in peacetime. As shown in Exhibit 2 (left-
hand chart), the MSCI World index has already bounced back close to its previous high in sterling
terms, although the UK market still has some way to go. The right-hand chart, meanwhile, shows
forward P/E valuations at extended levels versus history, at or near 10-year highs for all the
markets shown. Does this mean the only way for share prices is back down? With the pandemic far
from over, the global economy — as well as the population — is likely to take some time to recover
and if the only thing keeping markets afloat is artificial liquidity, the tide could turn dramatically if the
money stops flooding in. On the other hand, there is little sign of any immediate change in monetary
policy and, as Alex Crooke points out in “The manager’s view’, it is an unwise investor that tries to
‘fight the Fed’. In addition, the extended forward P/E multiples are likely to be as much a function of
depressed earnings estimates as high share prices, meaning any top-line rebound as economies
reopen could leave valuations looking more attractive. For investors seeking long-term total returns,
a diversified global portfolio with a focus on value and income could provide a way forward in these
difficult times.

Exhibit 2: Market performance and valuation

World versus UK equity market (total return, in sterling) Valuation of Datastream indices

200 - P/E 12 months fwd (x) Last High Low  10-year Lastas % of
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Source: Refinitiv, Edison Investment Research. Note: Valuation data at 22 July 2020.

Fund profile: Seeking growth and growing income

BNKR is one of the UK’s oldest investment companies, having been launched in 1888. It seeks to
achieve capital and income growth by investing in a diverse portfolio of global equities. Lead
manager Alex Crooke (co-head of equities at Janus Henderson Investors) has been at the helm of
BNKR since 2003. He oversees a group of specialist regional portfolio managers and is responsible
(in conjunction with the board) for the trust’s geographical allocation and level of gearing.

BNKR measures its performance against a broad global developed markets index (until October
2017, it used a broad UK market index) and is a member of the Association of Investment
Companies’ Global sector. Gearing is permitted up to a maximum of 20% of net assets and up to
20% of the portfolio may be held in fixed income securities, although in practice BNKR has usually
been invested solely in equities. At 30 June 2020, the trust had net gearing of 0% (meaning the
structural borrowings of £65m were effectively offset by cash and equivalents).

In terms of its dual focus on capital and income growth, BNKR seeks to achieve capital growth in
excess of that of its benchmark index and annual dividend growth ahead of the rate of UK RPI
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inflation. The trust has the joint-longest record of year-on-year dividend increases and is on track
for a 54th consecutive year of dividend growth in FY20, with a forecast 3% increase to 21.5p.

The fund manager: Alex Crooke

The manager’s view: Stay focused, but do not fight the Fed

Lead manager Alex Crooke says BNKR was positioned relatively defensively coming into the
COVID-19 pandemic; in the second half of 2019 he took the view that the global economy was
likely to slow and against a backdrop of high equity valuations, he had encouraged the regional
portfolio managers to take profits in stocks that had done well, moving the overall portfolio to a ¢ 3%
net cash position by the start of 2020.

‘When markets fell sharply in February and March, there was not a lot we could do but hope our
quality bias would serve us well’, he explains. ‘Although there was nowhere to hide in March, we
held our nerve and as we saw more value we put some cash to work — we were 0% net cash at
end-April so we invested nearly 3% [during the sell-off]'. Crooke adds that he would have liked
more time to continue to be a net investor in attractive stocks at depressed share prices, ‘but the
recovery was so sharp we only got to 3% rather than moving back to a geared position — we still
have that in reserve’. The trust remains ungeared as at end-June 2020.

As the pandemic continues worldwide, with new spikes in infection rates in areas that previously
looked to have had the virus under control, the manager says the shape of the expected economic
recovery is changing: ‘while the recovery might be V-shaped, the right-hand side of the V will
probably take 12—18 months, which is more muted than the stock market is saying’. He explains the
stock market recovery seen to date is a function of liquidity and money supply as much as people’s
view of the long-term economic prospects. ‘1 am not bearish, but | am loath to just jump on the
market trend and | will wait to see how the second half of the year develops’, Crooke says. ‘For
example, the travel industry will suffer for a number of years — there are still sectors you want to be
careful of’. However, he adds that investors should bear in mind the adage ‘don’t fight the Fed'.
‘The massive increase in money supply will have consequences in the long term, and usually it is
higher inflation, which will favour equities: you will want to own equities in the next 10 years rather
than credit’, says the manager.

One of the most pressing concerns for income investors in the current situation is the number of
corporate dividend cuts that have either been mandated in return for government support, or an
inevitable result of depressed earnings. Crooke comments that while BNKR generally has a higher
level of dividend growth than the market, the portfolio has not been immune to dividend cuts. ‘The
UK has been the most difficult market both at the index level and for us’, he says. ‘We have avoided
some of the nasty sectors, for example we are underweight financials (particularly banks) and oil,
but some of the insurers have cut dividends, although they are solid companies, and also some of
the quality manufacturers such as in aerospace and defence.’

The manager says he is not yet looking elsewhere to replace lost income: ‘we will in time, but
initially we don’t want to throw things out when they may have fallen in capital terms just to replace
yield’, he explains. An important consideration over the next 12 months will be the propensity of
these lost dividends to come back; for example, Crooke says French asset manager Amundi could
quickly return to the dividend list as regulatory requirements ease, and other companies might pay
special dividends, but others might be much slower and return to a lower yield, meaning they may
need to be sifted out. ‘If there are better total return opportunities elsewhere, we will weed these
companies out over the next six to 12 months, which will also automatically raise the portfolio yield
as we move from non-yielders to those yielding something’, he adds. The manager notes that some
Asian markets offer attractive dividend yields, so buying more in the region could boost total returns.
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The board of BNKR has reiterated its intention (originally stated in the FY19 annual report) to
increase the dividend by at least 3% in FY20. While this will probably mean paying an uncovered
dividend this year, Crooke points out that the trust has spent 15 years building its revenue reserve
for just such events, including tucking away a lot of special dividends over the years rather than
paying them out to shareholders. He adds: ‘Portfolio income will recover and there are tools we can
use, either by investing more overseas or increasing the gearing and investing it in higher-yielding
sectors. We will continue to focus on companies with higher free cash flow yields, so that once
dividends return, we should see higher dividend growth’.

Asset allocation

Investment process: Selection of quality regional portfolios

BNKR'’s portfolio is overseen by Crooke and managed on a regional basis by specialists from
across Janus Henderson Investors’ (JHI's) global equity teams, each of whom runs a relatively
concentrated selection of stocks chosen with a broad bias towards quality, value and income. The
regional portfolios are UK, North America, Europe, Japan, Pacific (excluding Japan and China) and
China A-shares. The non-Asian emerging markets allocation has been exited over the past year.

Although the overall stock list is relatively long at ¢ 170-180 names, the regional portfolios are fairly
concentrated, with a target of ¢ 30 holdings apiece. All of the managers are bottom-up stock
pickers, although their individual investment styles differ somewhat, with some more focused on
value and income, and others having more of a tilt towards growth. There is a bias towards cash-
generative companies with strong balance sheets and growing dividends, underpinning BNKR’s
own 53-year record of year-on-year dividend growth. Portfolio turnover is relatively low, at 26.2% in
FY19 and 16.1% in H120 (after adjusting for the proceeds of share issuance), implying an average
holding period of around three to four years.

Below is a brief summary of each of the regional portfolios.
UK (21.6% of the portfolio at 30 June 2020) is managed by David Smith, who also runs the
Henderson High Income trust. At end-FY19 (31 October) the portfolio consisted of 51 stocks,
with the largest positions in GlaxoSmithKline and Diageo.
North America (33.8% of the portfolio at 30 June 2020) has been managed by Gordon
Mackay since the start of 2020, following the retirement of lan Warmerdam. The Edinburgh-
based team has more of a tilt to growth at a reasonable price rather than value. At 31 October
2019 there were 26 stocks in the portfolio; Microsoft remains the largest.
Europe (19.2% of the portfolio at 30 June 2020). Following the retirement of Tim Stevenson
in February 2019, the Europe portfolio is now managed by Jamie Ross, who also runs
Henderson EuroTrust and the European allocation of ). He has
a similar value-focused investment style to Stevenson. The top two positions in the 31-stock
portfolio at end-FY19 were Swiss pharmaceutical company Roche and Dutch chemicals stock
DSM, although the biggest country allocations were to France and Germany.
Japan (11.5% of the portfolio at 30 June 2020). Managed since 2017 by Tokyo-based Junichi
Inoue, there were 31 stocks in the portfolio at 31 October 2019, with the largest holdings in
electronics giant Sony and Toyota Motor.
Pacific ex-Japan and China (8.1% of the portfolio at 30 June 2020) is managed by Mike
Kerley, who also runs . He is a value-orientated investor,
but his BNKR portfolio has less of an overt income orientation than HFEL. At end-FY19 the 19-
stock selection had a bias to Hong Kong and Taiwan, with the largest holdings being in Taiwan
Semiconductor Manufacturing and Samsung Electronics. There was also a significant
allocation to Australia, one of the region’s higher-yielding markets.
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China ‘A’ shares (5.8% of the portfolio at 30 June 2020) had been managed since its
inception in 2013 by Charlie Awdry, with a focus on high-quality, large-cap companies. Awdry
has resigned from JHI to take a career break, so the A-share portfolio has been taken on by
May Ling Wee, an experienced fund manager in JHI's Singapore regional hub, who had
worked alongside Awdry on the firm’s open-ended China funds since 2016. Crooke does not
anticipate any change in how the China sleeve is managed, with an emphasis on local
consumption, increasing wealth and more domestic brands than international, arguing that
these are multi-decade trends that should continue. At 31 October 2019, there were 14 stocks
in the A-share portfolio, including household names such as Ping An Insurance.

Current portfolio positioning

At 30 June 2020 there were 172 holdings spread across BNKR'’s six regional portfolios, down from
186 a year earlier. Concentration in the top 10 holdings was 19.0%, up from 17.4% at 30 June
2019, indicating the broadly diversified nature of the fund. All of the top 10 stocks at 30 June 2020
were US-listed companies.

Exhibit 3: Portfolio geographic exposure vs benchmark (% unless stated)

Portfolio end-June 2020 Portfolio end-June 2019 Change (pp)
North America 33.8 31.5 2.3
UK 216 25.8 4.2)
Europe ex-UK 19.2 15.5 3.7
Pacific ex-Japan 13.5 14.0 (0.5)
Japan 115 111 0.4
Emerging markets 04 21 (1.7)

100.0 100.0

Source: The Bankers Investment Trust, Edison Investment Research

As shown in Exhibit 3, the largest changes in geographical exposure over the 12 months were a
3.7pp increase in Europe ex-UK and a 4.2pp reduction in the UK. North America rose by 2.3pp,
Asia-Pacific and Japan were broadly unchanged, while non-Asian emerging markets (EM)
exposure fell by 1.7pp as a result of the winding down of the separate EM portfolio. While the US
weighting (which currently accounts for the whole of the North American portfolio) is well below that
of global indices, Crooke says that it is hard for an income-orientated fund such as BNKR to own
anything like a full index weight, given the generally low dividend yields on offer from US
companies. Conversely, the UK remains a significant overweight, partly for historical reasons as it
has tended to offer a higher dividend yield than other markets. The manager says the UK weighting
(currently ¢ 20%) may rise a little in the medium term as BNKR participates in additional equity
raisings at lower levels, to help portfolio companies to emerge from the crisis stronger. However, it
is likely to settle in the mid-teens or below over the longer term, as other markets (such as those in
Asia) increasingly offer the prospect of higher growth potential as well as decent yields.

Exhibit 4: Portfolio sector exposure vs benchmark (% unless stated)

Portfolio end-June 2020 Portfolio end-June 2019 Change (pp)
Financials 240 24.0 0.0
Consumer goods 18.4 22.0 (3.6)
Technology 17.3 10.0 7.3
Industrials 12.2 14.0 (1.8)
Healthcare 9.1 8.0 1.1
Consumer services 9.0 9.0 (0.0
Telecommunications 3.6 35 0.1
Basic materials 2.9 45 (1.6)
Utilities 2.1 1.5 0.6
Oil & gas 14 3.6 (2.3)

100.0 100.0

Source: The Bankers Investment Trust, Edison Investment Research

In sector terms (Exhibit 4), the largest allocation, to financials, is unchanged over 12 months. It is
important to note that much of BNKR’s financials exposure is not in banks — which have been hit
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hard by higher loan loss provisions as a result of the sharp economic slowdown — but is instead
focused in areas such as credit cards, which, while they have been affected by lower aggregate
spending, stand to benefit from an increase in online and contactless transactions. The manager
reduced the position in American Express because of its exposure to travel services, but Visa and
Mastercard remain top 10 holdings.

The biggest sector change over 12 months to 30 June is a 7.3pp increase in the technology
weighting. This has largely been a result of good performance from these stocks; Crooke says that
with some valuations now looking elevated, now is not the right time to buy further into the sector,
although he feels it would also be the wrong moment to sell. The biggest fall in exposure is a 3.6pp
reduction to consumer goods. Oil & gas was already a significant underweight versus the
benchmark, but has fallen further (-2.3pp) in response to widespread dividend cuts as a result of
the collapse in the oil price. The industrials weighting is also down (-1.8pp), partly as a result of the
sale of positions in two airports (Shenzhen and Paris) as it became clear that COVID-19 would
have a severe impact on transportation stocks.

Performance: Recovering well from COVID-19 sell-off

Exhibit 5: Five-year discrete performance data

12 months ending Share price NAV Blended MSCI World CBOE UK All

(%) (%) benchmark (%) Index (%) Companies (%)
30/06/16 (4.1) 48 1.7 15.1 1.7
30/06/17 353 291 18.3 22.3 18.3
30/06/18 139 10.6 9.2 9.9 9.5
30/06/19 9.7 8.9 10.9 10.9 0.3
30/06/20 8.3 6.2 6.5 6.5 (13.6)

Source: Refinitiv. Note: All % on a total return basis in pounds sterling.

BNKR has recovered well from the coronavirus-driven global market declines of February and
March to post solid absolute returns in NAV and share price terms over 12 months to end-June
2020 (Exhibit 5). The three-month NAV and share price total returns of +18.7% and +17.4%
respectively have been sufficient to pull even the six-month numbers into positive territory. NAV
total returns have been largely in line with global developed market indices, and are well ahead of
the lacklustre UK market, which remains firmly down over 12 months. This relative performance is
notable given BNKR’s exposure to the US (which has been a significant driver of global market
returns in recent years) is only around half of index weightings, while the UK allocation remains
overweight versus global indices.

Exhibit 6: Investment trust performance to 30 June 2020

Price, NAV and index total return performance, one-year rebased Price, NAV and index total return performance (%)
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Source: Refinitiv, Edison Investment Research. Note: Three-, five- and 10-year performance figures annualised.

In terms of performance drivers from the start of FY20 (1 November 2019) to end-June 2020,
Crooke says asset allocation has been broadly neutral, although the off-benchmark allocation to
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China has been positive (and also outperformed the local index). Stock selection has had the most
impact, particularly in North America, Europe and Japan, where the portfolios outperformed local
indices by 10.5pp, 9.1pp and 7.5pp respectively in FY20 to end-June. Crooke comments that the
managers of these portfolios broadly have a quality bias, especially in the US, Japan and Europe,
focusing on stocks with high returns on equity and less leverage. ‘They aren’t all-out growth
managers; there are varying degrees of growth to GARP [growth at a reasonable price]’, he adds.
Digging deeper into the individual portfolio performance drivers, Crooke says North America
benefited from being underweight financials (excluding credit cards) and energy, while in Europe
performance was helped by avoiding some cyclicals and retailers. ‘In Japan it is hard to draw any
sector conclusions; the outperformance has been coming off stock picking’, the manager
concludes. The UK portfolio produced a negative return over the period but outperformed the local
index, while Asia-Pacific ex-Japan was down in both absolute and relative terms.

Looking at longer-term returns (Exhibits 6 and 7), BNKR’s absolute and relative performance has
been strong over five and 10 years, with annualised NAV and share price total returns of ¢ 12-14%
versus ¢ 9—-10% for the blended index. Over one and three years, NAV total returns have been
broadly in line with those of the index, while BNKR’s share price has outperformed.

Exhibit 7: Share price and NAV total return performance, relative to indices (%)

One month Three months Six months Oneyear  Three years Five years 10 years
Price relative to Blended index 0.9 (2.1) (0.4) 1.7 49 13.0 42.7
NAV relative to Blended index 0.6 (1.1) 0.1 (0.2) 0.9 1.5 21.3
Price relative to MSCI World Index 0.9 (2.1) (0.4) 1.7 4.2 (4.0 12.7
NAV relative to MSCI World Index 0.6 (1.1) 0.1 0.2) (1.5) (5.3) 4.2)
Price relative to CBOE UK All Companies 1.7 6.5 231 25.3 425 53.6 94.0
NAV relative to CBOE UK All Companies 14 7.6 23.7 23.0 34.8 51.5 64.9

Source: Refinitiv, Edison Investment Research. Note: Data to end-June 2020. Geometric calculation. Blended index is UK until 31
October 2017 and global thereafter.

Exhibit 8: NAV total return performance relative to blended index over five years
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Source: Refinitiv, Edison Investment Research

Discount: Bouncing back with renewed share issuance

BNKR’s discount to cum-income NAV had been broadly stable in a range of 0—4% from Q317 to
Q419. In late 2019 the share price moved to a slight premium and the trust began issuing its first
shares since the rollover of Henderson Global Trust in 2016, with 4.9m shares issued between
December 2019 and February 2020, raising £48.8m. Then in late February and March, as fears
grew over the global spread of COVID-19 and markets sold off around the world, the discount
briefly spiked to a five-year high of 12.1%, before snapping back in the subsequent market recovery
to reach a three-year highest premium of 2.5%. Since then, although the valuation has been a little
more volatile than hitherto, the shares have remained largely in a range from a 2% premium to a
2% discount to NAV, and share issuance has resumed, with a further 1.2m new shares allotted
since April, raising £11.8m. While there is no formal discount control mechanism, recent history
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suggests the board may continue to issue shares when there is excess demand, but is unlikely to
undertake buybacks unless the discount to NAV exceeds ¢ 8% for a period of time.

Exhibit 9: Share price premium/discount to NAV (including income) over three years (%)
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Source: Refinitiv, Edison Investment Research

Capital structure and fees

BNKR is a conventional investment trust with one class of share, listed on the London and New
Zealand stock exchanges. At 30 July 2020 there were 128.7m ordinary shares outstanding, an
increase of 6.1m shares (5.0% of the share base) in FY20 to date. The board has the authority to
buy back up to 14.99% and allot up to 10% of its share capital to manage a discount or a premium
to NAV. Prior to FY20, the number of shares in issue had been unchanged since the end of FY16.

The trust is permitted to gear up to 20% of net assets at the time of drawdown. It uses a mixture of
structural and flexible gearing, with a £15m debenture at an 8% coupon maturing in 2023, £50m of
loan notes with a coupon of 3.68% maturing in 2035, and a £20m bank loan facility with Sumitomo
Mitsui Bank. Together these equate to available gearing of 6.5% (5.0% for the structural gearing
alone). Having built up a net cash position during FY19 on caution over the global economic
outlook, the trust remained ungeared as at 30 June 2020.

BNKR pays its investment manager, Janus Henderson Investors, an annual management fee on a
sliding scale, starting at 0.45% on the first £750m of net assets and 0.40% thereafter, calculated
quarterly. There is no performance fee. The management fee is allocated 30:70 between the
revenue and capital accounts, in line with the long-term expected split of returns, and for FY19,
ongoing charges were 0.52% (FY18: 0.50%).

Dividend policy and record

In an environment of widespread dividend cuts at the corporate level, it is important to note that
BNKR remains on track for a record-equalling 54th consecutive year of dividend growth in FY20
(ending 31 October). The trust pays dividends quarterly, in May, August, November and February.
So far in FY20 it has declared two dividends totalling 10.7p (H119: 10.2p), and the board has stated
that it intends to pay a total dividend of at least 21.5p, an increase of ¢ 2.9% on FY19’s 20.9p.
While lower than BNKR’s medium-term annual dividend growth rate (6.4% pa over five years based
on the forecast FY20 dividend), this would still represent an above-inflation increase (UK RPI
inflation in June 2020 was 1.1%), in line with the trust’s objective.

BNKR’s net revenue return per share dipped to 7.85p in H120 (H119: 9.25p; FY19: 21.61p), and
given the portfolio income tends to be slightly weighted to the second half of the year (May to
October), the full-year impact on the revenue account could be greater as coronavirus-related
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dividend cuts pass through. However, the trust has a healthy revenue reserve (equal to ¢ 1x the
annual dividend at end-H120, after adjusting for the second interim dividend), to which it has added
in nine of the last 10 financial years. The ability of investment trusts to reserve some of their income
in good years as a ‘rainy day fund’ to see them through bad years is an important differentiating
factor compared with open-ended funds, and BNKR'’s board has said it will use the reserve as
necessary in FY20 to ensure the trust’s dividend growth record is maintained. Based on the current
share price and the last four dividends, BNKR has a yield of 2.2%. It is a testament to the strength
of the trust’s share price recovery since the COVID-19 sell-off in February and March that the yield
stands at practically the same level as in , published December 2019.

Peer group comparison

Exhibit 10: AIC Global sector as at 28 July 2020*

% unless stated Market NAVTR NAVTR NAVTR NAVTR Ongoing Perf. Discount Net Dividend

cap £m 1 year 3 year S5year 10 year charge fee (cum-fair)  gearing yield
Bankers 1,292.2 39 25.8 75.6 201.7 0.52 No 2.2 100 22
Alliance Trust 2,592.5 (11 17.8 68.4 162.6 0.65 No (5.5) 103 1.8
AVI Global Trust 746.4 (5.7) 8.0 54.1 104.9 0.85 No (10.5) 108 24
Brunner 336.0 (2.8) 17.4 60.4 169.5 0.67 No (11.2) 107 25
EP Global Opportunities 105.0 (7.7) (1.5) 3341 106.0 0.94 No (10.0) 100 2.3
F&C Investment Trust 3,687.7 (0.4) 21.0 70.7 195.1 0.54 No (7.6) 108 1.7
JPMorgan Elect Managed Growth 235.2 (5.0 124 432 159.3 0.58 No (4.6) 100 2.0
Lindsell Train 241.0 10.6 80.8 204.4 585.5 0.83 Yes 6.7 100 34
Majedie Investments 99.4 (18.4) (16.6) 45 56.6 1.03 Yes (21.7) 108 6.1
Manchester & London 237.8 16.0 60.2 1471 129.0 0.84 No 1.8 100 2.3
Martin Currie Global Portfolio 267.1 12.8 46.7 105.6 238.8 0.63 Yes (0.8) 100 1.3
Mid Wynd International 335.1 10.3 42.9 101.9 238.8 0.51 No 5.0 100 0.9
Monks 2,492.2 16.8 50.8 1354 2294 0.48 No 5.0 104 0.2
Scottish Investment Trust 555.2 (5.1) 24 424 123.8 0.58 No (10.5) 100 3.1
Scottish Mortgage 12,980.3 59.8 118.9 2449 633.2 0.36 No 2.8 107 0.4
Witan 1,517.9 (11.2) 0.7 416 143.9 0.83 Yes (8.8) 108 3.0
Sector average (16 funds) 1,732.6 45 30.5 89.6 2174 0.7 (4.2) 103 22
BNKR rank in sector 6 7 7 7 6 13 5 9= 9

Source: Morningstar, Edison Investment Research. Note: *Performance to 27 July 2020 based on cum-fair NAV. TR=total return. Net
gearing is total assets less cash and equivalents as a percentage of net assets (100 = ungeared).

BNKR is a member of the Association of Investment Companies’ Global sector, a 16-strong group
that includes many of the largest and longest-established investment trusts. The peers follow a
range of investment approaches and have widely differing geographical allocations. For example,
US exposure (c 60-65% of global developed market indices) ranges from less than 5% at Majedie
Investments and EP Global Opportunities, to more than 50% in Alliance Trust, F&C Investment
Trust, Mid Wynd International and Scottish Mortgage, while Manchester & London — at ¢ 77% in the
US - only just meets the criteria for inclusion in the sector, which stipulate that funds should have
less than 80% invested in a single geographical area. (At the other end of the spectrum, Lindsell
Train Investment Trust has almost 80% invested in the UK, although much of this is attributable to
its large holding (c 50%) in its asset manager, Lindsell Train.) BNKR has no such outsized
geographical skews compared with peers, instead offering a broadly diversified global exposure,
albeit with the second-largest exposure to China (c 9%) after Scottish Mortgage (c 20%).

In NAV total return terms, BNKR ranks seventh of 16 over one, three and five years, and sixth over
10 years. Performance is below the mean but above the median over all periods shown. It is
important to note the wide dispersion of returns in the sector, with 78.2pp between the best- and
worst-performing funds over one year and 576.6pp between the top and bottom performers over 10
years. BNKR has tended to exhibit lower-than-average volatility of returns given its broad
diversification and quality focus.

Ongoing charges are among the lowest in the AIC universe, and there is no performance fee. At
28 July, BNKR was one of six peers whose shares were trading above NAV, albeit at a very slight
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premium of 0.5%. The trust is currently ungeared (in common with half of the peer group), and its
dividend yield is in line with the average. The AIC Global sector does not require funds to have a
specific income mandate, so yields are generally on the lower side.

The board

There are five directors on BNKR’s board; all are non-executive and independent of the manager.
Sue Inglis joined the board in 2012 and was appointed chairman in February 2019 following the
retirement of Richard Killingbeck. Julian Chillingworth became a director in 2015 and has served as
senior independent director (a position previously held by Inglis) since February 2019. Isobel Sharp
was appointed in 2017 and has chaired the audit committee since 2018. Richard Huntingford joined
the board in 2018, while the newest director, Richard West, was appointed on 1 April 2020. The
BNKR board has strong investment industry credentials, with two former fund managers
(Chillingworth and West) alongside specialists in corporate finance, accountancy and media.

Performance tables in New Zealand dollar terms

Exhibit 11: Investment trust performance — in New Zealand dollar terms to 30 June 2020

Price, NAV and benchmark total return performance, one-year rebased Price, NAV and benchmark total return performance (%)
125 + 16 -
120 f‘ 14 -
15 - A \ 12 1
110 =7 ’ I 10 4
b . wpHN /] 8
105 | . MY s 81
J ne I i
100 - Al s 6
9% | [/ g 4-
90 - A 2 -
85 - g 1
Vs o & & &3 & & & & & & & & o
T T TR oOLToOTowm 8 g g q 99 4 -
f = (=) Qo o > o e fe] = = > =
53 2 8 5 5 3 8§ 8 & & g 5 1m 3m 6m 1y 3y 5y 10y
——BNKREquity ~ ——BNKR NAV Blended index ®BNKREquity ~ ®BNKRNAV = Blended index

Source: Refinitiv, Edison Investment Research. Note: Three-, five- and 10-year performance figures annualised.

BNKR has a long-standing secondary listing in New Zealand, accounting for ¢ 10% of the overall
shareholder register. In Exhibits 11 and 12 we present BNKR’s performance and that of its blended
index (UK until 31 October 2017 and global thereafter) in NZ dollar (NZ$) terms. Continued sterling
weakness has dampened returns for NZ$-based investors over both the short and long term, with
UK-based investors feeling the benefit of overseas returns over one, three and six months as
sterling drifted lower on the twin concerns of COVID-19 and Brexit. In the medium term, NAV total
returns have been higher for NZ$ investors over one and three years, but are lower over five and
10 years to end-June.

Exhibit 12: Investment trust discrete years’ performance in New Zealand dollar terms

12 months ending Share price NAV Blended index MSCI World CBOE UK All Cos

(%) (%) (%) (%) (%)
30/06/16 (23.9) (15.5) (8.6) (7.1 (17.9)
30/06/17 329 217 17.0 15.6 1.8
30/06/18 226 216 18.3 20.8 204
30/06/19 9.1 5.9 78 78 (2.6)
30/06/20 10.5 8.0 79 79 (12.5)

Source: Refinitiv. Note: Total return basis, in NZ dollar terms.
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This report has been commissioned by The Bankers Investment Trust and prepared and issued by Edison, in consideration of a fee payable by The Bankers Investment Trust. Edison Investment Research standard fees
are £49,500 pa for the production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional
fees for the provision of roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly avail able sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of
this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. Forward-looking information
or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other
factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out orin
connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to
Edison's policies on personal dealing and conflicts of interest.

Copyright: Copyright 2020 Edison Investment Research Limited (Edison).

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making
an investment decision.

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A
marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any
prohibition on dealing ahead of the dissemination of investment research.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPQO") (i) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (jii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. Itis not intended that this d ocument be
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstan ces should persons of any other description rely on or act upon the contents of this document.

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the Inve stment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide
publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison does not
offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that
any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.
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