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Hansa Trust

Preserving capital with less correlated returns

Hansa Trust (HAN/HANA) benefited from the diversification of its portfolio
in 2018, with its strategic holding in Brazilian maritime services firm
Wilson Sons (WSON) and its defensive allocation to hedge funds helping it
to post a small positive NAV return, in contrast to most world equity
markets. Fund Manager Alec Letchfield is mindful of the challenges facing
the global economy in the year ahead, but remains cautiously optimistic
for a more positive investment backdrop. Letchfield has transitioned
Hansa Trust to a more dynamic approach over the past five years, and the
portfolio is now made up of five principal segments: Ocean Wilsons
Holdings (OWHL, which includes the WSON stake); core regional funds;
thematic funds; diversifying funds (including hedge funds); and direct
global equities. As Hansa Trust and OWHL both trade at a discount to NAV,
investors effectively gain exposure to £1.56 of assets for each £1 invested.
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Source: Thomson Datastream. Note: All % on a total return basis in pounds sterling.

Investment strategy: Diversified and specialist

Hansa Trust seeks to preserve and grow capital by holding a diversified global
portfolio of equities and funds, alongside a long-term strategic investment in Ocean
Wilsons Holdings (OWHL), which itself owns a majority stake in Brazilian maritime
services company Wilson Sons. Lead manager Alec Letchfield sets the overall
allocation and selects the funds, which are largely specialist vehicles (including
regional equity, thematic and hedge funds) that individual investors would otherwise
be unable or unlikely to own. The direct equity portion is managed by Rob Royle.

Market outlook: Positives amid uncertainty

After a strong year in 2017, buoyed by synchronised global economic growth and
ample liquidity, many asset markets saw declines in 2018. While the factors that
caused the volatility — US protectionism, monetary tightening, slowing growth and
geopolitical worries in the UK and EU — have not entirely abated, any positive
developments could cause a ‘relief rally’, particularly given more attractive company
valuations. However, given the uncertain outlook, prudent investors may prefer to
take a more diversified approach, to limit correlation with equity market returns.

Valuation: Building awareness to narrow the discount

At 30 January, Hansa Trust’'s A-shares traded at a 29.0% discount to cum-income
NAV, with the ordinary shares at a 23.4% discount. The A-share discount is broadly

in line with the one-, three- and five-year averages, although markedly narrower than
the 10-year high of 36.9% seen in mid-2016. The board seeks to reduce the discount

by raising awareness and understanding of the trust, rather than by undertaking
share buybacks, which would reduce the asset base and inflate the size of the
OWHL holding as a percentage of total assets. Hansa Trust currently yields 1.6%.

Investment trusts

31 January 2019

NAV* 1,384.7p
A-share discount to NAV 29.0%
Ordinary share discount to NAV 23.4%
*Including income. As at 29 January 2019.

Yield (A-shares) 1.6%
Ordinary voting shares in issue 8.0m
A-shares in issue 16.0m
Code Ord/A-shares HAN/HANA
Primary exchange LSE
AIC sector Flexible Investment
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Exhibit 1: Trust at a glance

Investment objective and fund background Recent developments
Hansa Trust seeks to grow shareholder value by investing in a portfolio of quoted = 30 November 2018: Half-year report for the period ended 30 September. NAV
and unquoted investments, which may not normally be available to the general +5.7% (+10.0% excluding OWHL), compared with +12.8% for the MSCI AC
public. The trust combines a strategic stake in OWHL with a portfolio of global World index, -1.6% for the FTSE UK Gilts All Stocks TR index and +1.5% for
equities and predominantly third-party managed funds, giving access to primarily UK CPl inflation.
non-UK equities and more thematic and diversifying funds. Since end-FY17, = 26 November 2018: The board of Hansa Trust is giving consideration to re-
Hansa Trust has not had a benchmark, but measures its performance against a domiciling the trust to an alternative jurisdiction.
number of key performance indicators, including the FTSE Gilts All Stocks Total ~ = 17 October 2018: First interim dividend of 8.0p per share declared in respect
Return index, the rate of CPlI inflation, and the MSCI AC World index. of the year ending 31 March 2019.
Forthcoming Capital structure Fund details
AGM July 2019 Ongoing charges 1.1% Group Hansa Capital Partners
Interim results June 2019 Net cash 1.3% Manager  Alec Letchfield
Year end 31 March Annual mgmt fee 1.0% (ex-OWHL) Address 50 Curzon Street,
Dividend paid November, May Performance fee No London, W1J 7UW
Launch date 1912 Trust life Indefinite Phone +44 (0) 20 7646 5750
Continuation vote No Loan facilities £30m facility Website www.hansatrust.com
Dividend policy and history (financial years) Hansa Trust portfolio by silo (as at 31 December 2018)
Two dividends of a similar size are paid each year, with the aim of achieving Note: Ocean Wilsons Investments may overlap with other categories.
long-term income growth.
18 = Core funds (32.9%)
16
14 1 = Wilson Sons (20.4%)
= 12 4
g 10 Global equities (16.1%)
8 -
6 | m Ocean Wilsons Invts (12.7%)
; i Diversifying assets (11.1%)
0+2 0 © ~ ) > Thematic funds (5.5%)
& 54 & & & &
0,
= Full year div payment = Indicated dividends Cash (1.3%)

Shareholder base (ordinary and A non-voting as at 23 December 2018) Portfolio exposure by asset type (as at 31 December 2018)

= Salomon family & entities (17.2%)

m Border to Coast Pensions (6.3%)
Alliance Trust Savings (5.8%)
m Quilter plc (4.1%)
‘ Bank of America (3.7%)
Charles Stanley (2.9%)
‘ Hargreaves Lansdown AM (2.7%)
Brewin Dolphin (1.8%)

GBIM Ltd (1.8%)
Other (53.7%) Cash (1.3%)

m Long only funds (35.6%)

m Ocean Wilsons Holdings (33.1%)
Direct equities (16.1%)

= Market neutral funds (6.0%)
Private equity funds (3.0%)
Long/short funds (2.8%)

Fixed income funds (2.1%)

Top 10 holdings (as at 31 December 2018)

Portfolio weight %

Company Country Sector 31 December 2018 31 December 2017
Ocean Wilsons Holdings Bermuda Industrials 331 30.8
Findlay Park American Fund us US equity fund 53 5.0
GAM Star Technology Fund Global Technology sector fund 4.1 38
Vulcan Value Equity Fund us Value equity fund 3.7 3.8
Select Equity Offshore us US equity fund 35 34
Goodhart Partners Hanjo Fund Japan Japan equity fund 3.3 35
Dv4 UK Financials 3.0 3.6
Adelphi European Select Equity Fund Europe Growth equity fund 2.6 2.8
Global Event Partners Global Global equity fund 24 24
Indus Japan Long Only Fund Japan Japan equity fund 24 29
Top 10 63.4 62.0

Source: Hansa Trust, Edison Investment Research, Bloomberg, Morningstar
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Market outlook: Potential for positive surprise?

Volatility returned to the world’s stock markets in 2018, after a year in which investor optimism
about synchronised global economic growth translated into steady gains for most equity indices.
For sterling-based investors, the Brexit-induced weakness of the currency limited losses (in some
cases translating into small gains) on overseas assets, but even given UK companies’ high
proportion of overseas earnings, the broad FTSE All-Share Index produced a negative total return
of 9.5% for the calendar year. As shown in Exhibit 2 (left-hand chart), UK investors have been
better served by investing globally over the decade since the global financial crisis, although the
majority of gains have come from the US, which now makes up ¢ 50% or more of most global
equity indices.

The factors that made investors nervous in 2018 — central bank tightening, slowing global growth
(particularly in China), protectionist trade policies emanating from the US, and the geopoalitical
fallout from the UK’s failure so far to agree an acceptable deal for leaving the European Union —
have not gone away. What will, perhaps, define the coming year in asset markets is not just how
these themes develop, but how investors choose to react to them. While global GDP growth (right-
hand chart) is forecast to slow — the International Monetary Fund has recently revised its 2019
estimate down to 3.5% from 3.7% — the world economy is still growing above the trend of the past
10 years. Advanced economies are forecast to grow by 2.0% in 2019 before slowing in 2020, and
emerging markets (4.5% growth forecast for 2019) remain an important engine for the world
economy. With the US Federal Reserve signalling a more measured pace of monetary tightening, a
ceasefire in Donald Trump’s trade war with the rest of the world, and the possibility that a no-deal
Brexit may be avoided, there is potential for equity markets to surprise on the upside, particularly if
corporate earnings growth remains positive. However, with so much uncertainty still in the picture,
investors may prefer to take a more diversified, multi-asset approach to introduce an element of
downside protection.

Exhibit 2: Market performance and economic growth
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Fund profile: Unique structure with alignment of interest

Hansa Trust began life in 1912 as the Scottish & Mercantile, which was one of several investment
companies acquired by the merchant bank Rea Brothers (itself controlled by the Salomon family) in
the 1950s. The Salomon family remain majority owners of Hansa Trust’s 8.0m ordinary shares, as
well as holding a smaller number of the non-voting A-shares. Hansa Trust is managed by the
Salomon family office, Hansa Capital Partners, with Alec Letchfield as lead portfolio manager.
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The trust has a somewhat unusual structure (see Exhibit 3), as its largest asset is a ¢ 26% holding
in Ocean Wilsons Holdings (OWHL), which was acquired by Rea Brothers in the late 1950s. OWHL
(which is listed on the London Stock Exchange) in turn owns a majority stake in Brazilian maritime
services company Wilson Sons, which has listings on the Sao Paulo and Luxembourg stock
exchanges. OWHL owns a portfolio of funds (Ocean Wilsons Investments, or OWIL), which is also
advised by Hansa Capital Partners. Hansa Trust’'s asset ownership structure is illustrated in Exhibit
3. Both Hansa Trust and OWHL (as a holding company) trade at a discount to the underlying value
of their assets, shown in Exhibit 4. The look-through NAV at 29 January 2019 is ¢ 10.7% higher
than Hansa Trust’s reported cum-income NAV.

Exhibit 3: Hansa asset ownership structure Exhibit 4: Hansa Trust look-through NAV exposure
Hansa Trust Hansa
26.45% 100% Trust
Ocean
Wilsons /—-- -------
] ] Holdings
Ocean Wilsons Fund and equity
Holdings holdings ] )
Wilson Sons OWIL Fund & equity
Marine svcs. Fund portfolio holdings
25.2% 9 60.0%
58.2% 100% : 14.8% :
Market value NAV = 223.2p NAV =922.9p
=386.4p
Wilson Sons OWIL (Fund portfolio) Total = 1,532.5p
Source: Edison Investment Research Source: Edison Investment Research. Note: % figures based on

look-through values. OWIL based on end-September 2018 value.

The OWHL investment (including WSON and OWIL) has become a major part of the Hansa Trust
portfolio largely as a result of WSON's strong historical performance, and made up 33.1% of net
assets (20.4% WSON and 12.7% OWIL) at 31 December 2018. The balance of the Hansa Trust
portfolio is invested in a blend of third-party funds and direct global equities, with the aim of
achieving long-term preservation and growth of capital from a spread of investments that individual
investors would be unable or unlikely to access. There is a degree of overlap between the OWIL
and Hansa Trust fund holdings, although OWIL also has an allocation (of around one-third of its
assets) to private equity and private debt funds.

Hansa Trust is a member of the Association of Investment Companies’ (AIC) Flexible Investment
sector. It has no benchmark, but measures its performance against a range of key performance
indicators (KPIs), including the total returns from UK and global stock markets, UK government
bonds, and the annual rate of UK CPI inflation. While the trust has a £30m gearing facility, this
remains undrawn.

The fund manager: Alec Letchfield

The manager’s view: Seeking balance in uncertain times

Letchfield notes that after a banner year for markets in 2017, the past year was a rare period in
which all asset classes — equities, bonds, real assets and commodities — saw negative returns.
While this was “a nightmare scenario for multi-asset investors”, the manager notes that the Hansa
Trust portfolio did relatively well in the challenging conditions, posting a positive NAV total return of
0.5% for the year.

The headwinds of 2018 included declining economic growth in most regions except the US,
tightening monetary policy after the ultra-loose liquidity conditions that followed the global financial
crisis, Donald Trump’s protectionist trade war, and negative geopolitical developments in the
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European Union, such as the Brexit impasse and the election of an anti-EU coalition government in
Italy. While few of these concerns have abated (with the exception of Italy, which did manage to
agree a budget that kept within EU fiscal rules), Letchfield believes asset markets could still make
progress in 2019, although the best years of the current cycle are almost certainly behind us.
Recession is a major cause of bear markets in equities, and Letchfield argues that leading
indicators do not yet suggest an economic contraction is imminent. The current global economic
expansion, while entering its 10th year, has been relatively lacklustre, and, although employment
rates are high in most developed economies, there is no sign yet of real capacity constraints.

The manager sees the biggest risks to the global economy as the effect of slowing growth in China,
and the possibility of a misstep in central bank policy. China’s large economy and high growth rate
compared with more developed countries have meant it has supplied around one-third of global
GDP growth in recent years. Although the Chinese government has proved adept at managing past
slowdowns, the addition of punitive US trade tariffs to the mix could make the coming year harder
for it to navigate. However, Letchfield believes there is sufficient flexibility in the Chinese economy
to avoid a significant deterioration. Meanwhile, central banks seem cognisant of the risk that over-
tightening of monetary policy could precipitate a recession, although they equally would not want to
enter such a recession with ultra-low interest rates denying them the important lever of rate cuts.

Other signs that have historically pointed to an approaching bear phase include excess and
exuberance, but Letchfield argues that — with the possible exception of the credit market, where
corporate debt is higher, and the proportion of riskier credit is growing — there is no evidence yet of
excess on the scale of the 1990s tech bubble or the 2008 subprime mortgage disaster. The
manager says his central scenario is still for positive (although slower) economic growth,
reasonably accommodative liquidity conditions, and a continuation of corporate earnings growth.
The sell-off in equity markets has meant many now look quite attractively valued on a forward P/E
multiple basis. However, the risk of a more negative scenario — with a meaningful slowing in
economic growth and/or a significant rise in interest rates and bond yields — means that Letchfield
continues to take a balanced approach to investing across regions and asset classes, and may in
time add to the defensive portion of Hansa Trust’s portfolio.

Asset allocation

Investment process: Focus on capital preservation and growth

Since early 2014, Hansa Trust has adopted a more diversified approach, blending higher-risk and
more defensive assets to enable it to adapt to changing market conditions. Fund Manager Alec
Letchfield — who joined Hansa Capital Partners in late 2013 from HSBC — is a multi-asset specialist,
and aims to build a portfolio of assets that individual investors would be unable or unlikely to access
by themselves. In addition to the long-term strategic holding in Ocean Wilsons/Wilson Sons, the
fund manager has organised the Hansa Trust portfolio into a number of ‘silos’, with a portfolio of
direct global equities managed by Rob Royle (who joined from Smith & Williamson in late 2016), a
core regional funds allocation, a small number of thematic funds in areas such as healthcare and
technology, and a diversifying portfolio including hedge funds. Letchfield seeks to invest with third-
party managers who share Hansa Trust’s focus on capital preservation and alignment of interests,
including other family offices and boutique fund groups where the founders have invested
significant amounts of their own capital.

Asset class and regional allocations across the portfolio are an output of Hansa’s top-down house
view, although within each allocation, the investments themselves are selected on a bottom-up
basis, using fundamental analysis. Letchfield’s focus on preservation and growth of capital means
the overall portfolio is biased towards equities, although the diversifying element — which aims to
have a low correlation with equity market returns — contains property and credit specialists
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alongside the allocation to hedge funds. In the direct equity portfolio, Royle seeks to invest in cash-
generative businesses with improving prospects, that are able to invest for long-term growth.
Mirroring the approach in the rest of the portfolio, Royle also looks for alignment of interests in the
management teams he invests alongside, with average insider ownership in the global equity
portfolio at more than 10%. The shared focus on capital preservation is expressed through the view
of risk not as volatility but on an absolute basis. Royle seeks to avoid a permanent impairment of
capital by investing with a margin of safety.

Portfolio turnover is generally low, although somewhat higher in the global equity portfolio.

Current portfolio positioning

At 31 December 2018, Hansa Trust had 58 holdings, compared with 57 a year earlier. These
included 24 direct equity positions, 17 core regional funds, 12 diversifying funds, three thematic
funds, the OWIL funds portfolio (which has some overlap with other fund holdings) and the strategic
stake in WSON. The top 10 holdings made up 63.4% of the portfolio (30.3% for the top nine
excluding OWHL), compared with 61.9% (31.2%) at 31 December 2017.

As shown in Exhibit 5, on a look-through basis, the largest sector weighting was in industrials.
However, this includes WSON; excluding WSON, the largest weightings were in information
technology (including second-largest fund holding GAM Star Technology and a direct holding in
Samsung) and financials, including an MSCI World Financials index-tracking fund and a direct
holding in the Warren Buffett vehicle Berkshire Hathaway. Geographically, the largest exposure was
to North America, with holdings including specialist regional fund Findlay Park American and direct
equity investments such as Alphabet (Google) and TripAdvisor. Because of the large exposure to
Latin America (mainly through WSON), Hansa Trust has underweight positions in most regions
compared with the MSCI AC World index.

Exhibit 5: Portfolio analysis by sector, geography and investment silo (31 December 2018)

Sector

Industrials

Info technology
Financials
Comms services
Consumer disc.
Real estate
Healthcare
Consumer staples
Materials

Energy

Utilities
Diversifying/hedge
Cash/liquidity funds

Weighting (%) Weighting (%) 31 December 2018 31 December 2017
Portfolio MSCI Geography Portfolio  MSCI Silo % Silo %
(inc-WSON)  ACWI (inc-WSON)  ACWI
253 10.3 North America 319 57.2 Core regional funds 32.9 Core regional funds 346
13.6 14.9 Latin America 215 1.5 Strategic (Wilson Sons) 204 Strategic (Wilson Sons)  19.8
13.6 17.2 Developed Europe ex-UK 10.5 14.0 Global equities 16.1 Global equities 15.5
7.6 9.0 Asia Pacific ex Japan 8.3 12.5 Ocean Wilsons Invts 12.7 Diversifying 12.3
6.7 104 UK 7.8 5.2 Diversifying 111 Ocean Wilsons Invts 10.9
6.4 3.2 Japan 7.6 7.6 Thematic 5.5 Thematic 5.3
6.3 12.1 Middle East & Africa 1.8 14 Cash 1.3 Cash 15
5.2 8.4 Emerging Europe 0.7 0.7 100.0 100.0
3.0 5.0 Diversifying/hedge 8.4 0.0
2.2 6.2 Cash/Liquidity Funds 1.3 0.0
0.3 34 100.0  100.0
8.4 0.0
1.3 0.0
100.0  100.0

Source: Hansa Trust, Edison Investment Research. Note: WSON is Wilson Sons. MSCI ACWI is the MSCI All Countries World Index.
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Looking at the silo exposure, OWIL, WSON and global equities all increased in percentage terms
over the 12 months to 31 December 2018, while the core regional funds and thematic/diversifying
allocations reduced slightly. Cash was broadly stable, at 1.3% compared with 1.5% a year earlier.
Hansa Trust now splits out its thematic and diversifying exposures; at 31 December 2018, the
diversifying portfolio was 11.1% of net assets and the thematic portion was 5.5%.

In terms of portfolio activity, the thematic part of the portfolio (with sector specialist funds in
technology, financials and healthcare) remains unchanged, as does the core regional allocation
(although the holdings in two Japan funds have been switched into unhedged yen share classes),
illustrating the manager’s long-term, patient approach. In the diversifying portfolio, two new funds
have been bought, and two have been sold, while Letchfield has also topped up the holding in
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discretionary macro fund Hudson Bay International. The position in Field Street Offshore (a global
macro hedge fund) was sold after a period of disappointing performance and staff turnover, while
JLP Credit Opportunities was exited as Letchfield felt the outlook for stressed credit was poor. New
positions were taken in the Apollo Total Return Bond fund and BioPharma Credit (BPCR). The
Apollo fund has a dynamic approach and invests in a variety of credit strategies (including direct
lending) with the aim of achieving uncorrelated total returns. BPCR is a specialist credit fund that
makes loans to biotechnology and healthcare companies, secured on royalty streams from
approved drugs. This is a specialist market that is underserved by banks, and BPCR benefits from
the innovation of these companies, while remaining uncorrelated with their volatile share prices.
The manager says he may add one or two further names to the defensives allocation in the medium
term, in expectation of more challenging market conditions.

Letchfield says the global equity portfolio is now in a good position, with Manager Rob Royle having
reshaped it since taking responsibility in early 2017. Under the previous manager, John Alexander,
it was a UK-focused selection, but now contains a spread of geographies and sectors. Royle
remains focused on stock picking and in the past 12 months has been finding opportunities in the
unloved telecom sector, with purchases of Orange in France and KT in Korea. Both companies
have high free cash flows and growing dividends. Royle believes the market is overlooking any
potential improvement in pricing power that may come from consolidation and the implementation
of 5G, and as such both companies trade with attractive free cash flow yields of over 10%.

Performance: Limiting downside with defensive slant

Exhibit 6: Investment trust performance to 31 December 2018

Price and NAV total return performance, one-year rebased

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

Exhibit 7: Share price and NAV total return performance, relative to KPIs (%, all in £)

One month Three months  Six months Oneyear  Three years Five years 10 years
Price relative to MSCI AC World 7.1 8.6 5.6 4.0 (6.1) (21.8) (20.1)
NAV relative to MSCI AC World 4.1 8.6 43 39 (10.2) (23.4) (17.2)
Price relative to FTSE All-Share 3.6 8.2 121 1.2 1.9 54 (1.4)
NAV relative to FTSE All-Share 0.8 8.2 10.7 1.0 7.0 32 22
Price relative to FTSE Gilts All Stocks TR (2.4) 4.7) (0.4) 0.1 18.6 (0.3) 50.7
NAV relative to FTSE Gilts All Stocks TR (5.0) 4.7) (1.6) (0.1) 134 (24) 56.2
Price relative to UK CPI (0.3) (3.2) (1.3) (1.3) 255 19.8 87.8
NAV relative to UK CPI (3.0) (3.1) (2.5) (1.4) 200 17.3 94.7

Source: Thomson Datastream, Edison Investment Research. Note: Data to end-December 2018. Geometric calculation.

Hansa Trust’s performance was broadly flat in the difficult markets of 2018 (Exhibit 6), ending the
year with an NAV total return of 0.5% and an A-share price total return of 0.6%. Longer-term returns
have been better, at c 8-10% pa over three and 10 years, and 4-5% pa over five years. The trust
has no benchmark, but measures itself against a range of key performance indicators (Exhibit 7).
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Hansa Trust markedly outperformed UK and global equity indices in 2018, broadly matched the
return on UK gilts, and slightly lagged UK inflation. As shown in Exhibit 8, the largest positive
contribution in 2018 came from OWHL (the ex-OWHL NAV total return for the year was -2.4%).
Investors reassessed Brazilian equities following the election in October of Jair Bolsonaro — seen
as market-friendly — as president, and the market reversed its prior declines to post full-year gains
in sterling terms. The biggest detractors from Hansa Trust’s performance in 2018 were its Japanese
equity funds. However, the diversifying funds portfolio protected against some of the downturn in
wider equity markets, and the weakness of sterling also had a beneficial effect on overall returns.

Exhibit 8: Hansa Trust silo performance over 12 months to 31 December 2018
15% -

11.8%
10% -
g 5.5%
8 5% 1 25%
S 0.5%
& 0%
5 -1.4%
5% -
10% S1%
P Thematic Global equities  Core regional funds ~ Ocean Wilsons Diversifying Cash/FX exposure
Holdings

Source: Thomson Datastream, Edison Investment Research

Discount: Trading in line with medium-term average

At 30 January 2019, Hansa Trust’s A-shares traded at a 29.0% discount to cum-income NAV, while
the ordinary shares were at a 23.4% discount. The A-shares’ current discount is broadly in line with
both short- and medium-term averages (29.1%, 30.8% and 29.1% over one, three, and five years,
respectively), and somewhat wider than the 10-year average of 24.8%. The current discount on the
A-shares is in the middle of a relatively tight range over the past 12 months, from a low of 26.3% in
March 2018 to a high of 32.6% in July. However, there has been an appreciable narrowing from the
10-year high of 36.9%, reached in July 2016. OWHL also trades at a discount to its underlying
assets; taking into account WSON'’s share price at 29 January 2019 and the latest reported value of
the OWIL portfolio, this gives a look-through discount on Hansa Trust's A-shares of 35.9%.

Exhibit 9: A-share price discount to NAV (including income) over three years (%)
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Source: Thomson Datastream, Edison Investment Research
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Capital structure and fees

Hansa Trust is a conventional investment trust with two classes of share. The 16.0m A-shares do
not carry voting rights, while the majority of the 8.0m ordinary shares with voting rights are owned
by or on behalf of members of the Salomon family. Although the trust has the authority to
repurchase up to 14.99% of the A-shares each year in order to manage a discount, in practice this
is not used, as buying back shares would reduce the size of the trust and therefore inflate the
already large holding in OWHL as a percentage of the portfolio.

Gearing of up to £30m is available via a short-term borrowing facility, which, if fully drawn, would
equate to gross gearing of ¢ 9% based on 30 January 2019 net assets. The purpose of the gearing
facility, which is currently undrawn, is to give the manager flexibility over the timing of investments,
rather than to increase market exposure on a long-term basis.

Hansa Capital Partners is paid an annual management fee of 1.0% of net assets, after deducting
the value of the OWHL holding, on which no fee is payable. There is no performance fee, and
ongoing charges for FY18 were 1.08%.

Dividend policy and record

Hansa Trust pays dividends twice a year, in November and May. For the last five financial years,
total dividends of 16.0p have been paid, and this pattern is set to be repeated in FY19 (ending 31
March), with a first interim dividend of 8.0p having been paid in November 2018. The board sets out
its expected dividend for the following financial year in each year’s annual results, meaning
investors have some certainty over the level of income they will receive.

Dividends have been partly uncovered by income in five of the past six financial years, but Hansa
Trust has sizeable revenue and capital reserves from which it can make up any shortfall. It is worth
noting that all expenses are currently charged to the revenue account; any change to this policy
(many peers divide the allocation of charges in line with the expected split of income and capital
returns, for example) would have the effect of boosting the revenue return per share.

Based on the current share prices and the expected dividends for FY19, Hansa Trust’s ordinary
shares have a dividend yield of 1.5%, and the A-shares have a yield of 1.6%.

Peer group comparison

Formerly a member of the AIC’s Global peer group, Hansa Trust moved to the Flexible Investment
sector in 2018. Below in Exhibit 10 we show the group of funds that Hansa Trust’s board and
managers see as the most appropriate peers; most are drawn from the Flexible Investment sector,
with the exception of British Empire and Witan, which are in the Global sector. While all the funds
below follow a more or less multi-asset or fund of funds approach, none is directly comparable to
Hansa Trust on account of its unique structure. Hansa Trust’s NAV total returns have been above
average over one, three and 10 years, and below average over five years. Ongoing charges are
broadly average and, in common with the majority of peers, there is no performance fee. Gearing is
a little below average, while the dividend yield is a little above average. In a group where some
funds trade at a premium or a very small discount, Hansa Trust is notable for its much wider-than-
average discount to NAV.
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Exhibit 10: Selected peer group as at 29 January 2019*

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

cap £m 1year 3year 5Syear 10year  charge fee (cum-fair)  gearing yield
Hansa Trust A 157.2 0.2 384 315 152.8 1.1 No (29.4) 100 1.6
Hansa Trust Ord 84.8 0.2 384 315 152.8 1.1 No (23.8) 100 1.5
British Empire 7741 (8.3) 59.7 53.5 155.6 0.9 No 9.1) 106 1.9
Caledonia Investments 1,628.4 48 40.3 67.9 165.6 1.2 No (16.4) 100 1.9
Capital Gearing 297.0 38 215 31.8 92.9 0.8 No 22 100 0.5
Henderson Alternative Strategies Trust 105.6 (0.0 33.0 219 305 11 No (17.1) 100 1.2
RIT Capital Partners 3,032.5 (2.5) 27.2 443 113.2 1.0 Yes 8.8 120 0.3
Ruffer Investment Company 381.5 (5.7 12.2 1.1 70.6 1.2 No (3.3) 100 0.9
Witan 1,764.2 (7.9 46.2 59.7 2218 0.8 Yes (2.5) 12 23
Peer group average 913.9 (1.7) 35.2 39.3 128.4 1.0 (10.0) 104 1.3
HANA rank in peer group (9 funds) 7 3 4 6 4 3 9 8 4

Source: Morningstar, Edison Investment Research. Note: *Performance to 28 January 2019. TR=total return. Net gearing is total
assets less cash and equivalents as a percentage of net assets (100 = ungeared).

The board

Hansa Trust has five directors, four of whom are independent of the manager. The chairman (since
2004), Alex Hammond-Chambers, has served on the board since 2002. Geoffrey Wood was
appointed in 1997. Raymond (Lord) Oxford and Jonathan Davie both joined the board in 2013.
William Salomon was appointed in 1999 and is deemed non-independent owing to his positions as
senior partner of Hansa Capital Partners and deputy chairman of OWHL and WSON. The other
directors have professional backgrounds in investment management, academia and the diplomatic
service. The board and management of Hansa Trust undertake regular visits to Brazil in order to
ensure oversight of the large holding in OWHL/WSON.
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This report has been commissioned by Hansa Trust and prepared and issued by Edison, in consideration of a fee payable by Hansa 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 available 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 Edison analyst 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 or in
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.

in securities ioned: 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 2019 Edison Investment Research Limited (Edison). All rights reserved FTSE International Limited (‘FTSE”) © FTSE 2019. “FTSE®” is a trade mark of the London Stock Exchange Group companies
and is used by FTSE International Limited under license. Al rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in
the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent.

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Re presentative (1252501) of Myonlineadvisers Pty Ltd who holds an Australian Financial
Services Licence (Number: 427484). 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.

Neither this document and associated email (together, the "Communication”) constitutes or form part of any offer for sale or subscription of, or solicitation of any offer to buy or subscribe for, any securities, nor shall it or any
part of it form the basis of, or be relied on in connection with, any contract or commitment whatsoever. Any decision to purchase shares in the Company in the proposed placing should be made solely on the basis of the
information to be contained in the admission document to be published in connection therewith.

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 "FPQ") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (iii) 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. It is not intended that this document be
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document (nor will
such persons be able to purchase shares in the placing).

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.

The Investment Research is a publication distributed in the United States by Edison Investment Research, Inc. Edison Investment Research, Inc. is registered as an investment adviser with the Securities and Exchange
Commission. Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a) (11) of the Investment 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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