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The Merchants Trust

 Credit crunch caused by a downward spiral of asset values

Key features of 2008/09

 Synchronised global recession

 Savage bear market in equities, corporate debt and real estate

 FTSE 100 index total return -26%
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The Merchants Trust
Valuation summary

31 January 2008 31 January 2009 Change (%) 05 May 2009

Total Assets* £620m £428m -30.9 £417m

Net Assets Value Per Share 492.3p 306.2p -37.8 294p

Share Price 425p 282p -33.6 289p

Premium/(Discount) (Debt at Market Value) (9.6%) 1.3% - 4.5%

Premium/(Discount) (Debt at Boot Value) (13 7%) (7 9%) (1 7%)Premium/(Discount) (Debt at Boot Value) (13.7%) (7.9%) - (1.7%)

Yield 5.1% 7.9%* - 7.7%

*Excluding special dividend.

Source: 2007/2008 Accounts/Consortium list at 30 April  2009. J130600\Merchants Trust\SG\070509 3



The Merchants Trust
27 years of uninterrupted dividend growth

Years to January 2008 2009

21.6p 22.3p (+3.2% excluding special dividend)

Special
Dividend

p p ( g p )

Revenue reserves (31/01/09)* £18.1m

Pence per share 17.6p  (79% of ordinary dividend)
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The Merchants Trust
Yield comparisons

Merchants Trust 7.7%

 ll h  dFTSE All Share Index 4.7%

FTSE 100 Index 4.9%

Ten Year Gilts 3 6%Ten Year Gilts 3.6%

Cash (Base Rates) 0.5%

Source: RCM/Cazenove, as at 5 May 2009. J130600\Merchants Trust\SG\070509 5



The Merchants Trust
Borrowings

31 Jan 2008 (£m) % 31 Jan 2009 (£m) %

Total Assets 619 100 410 100Total Assets 619 100 410 100

Borrowings 113 18 113 28

Shareholders Funds 506 82 297 72

Average Maturity 14 years

Average Interest Charge 8.5%

Source: 2007/2008 Accounts. J130600\Merchants Trust\SG\070509 6



The Merchants Trust
5 year capital performance

Year to January 2005 (%) 2006 (%) 2007 (%) 2008 (%) 2009 (%) Total (%)

Change in Total Assets Per Share +14.0 +18.4 +10.6 -10.6 -30.9 -7.8

Change in N.A.V. Per Share +16.2 +21.2 +12.6 -13.3 -37.8 -14.5

Change in FTSE 100 Index +10.5 +18.7 +7.7 -5.2 -29.4 -5.5

Change in FTSE 350 High Yield Index +15.3 +17.9 +6.8 -12.1 -30.0 -10.7

Source: RCM, as at 31 March 2009. J130600\Merchants Trust\SG\070509 7



The Merchants Trust
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The Merchants Trust
Share discount to N.A.V.

% Discount/Premium  to NAV (Fair Value) 
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The Merchants Trust
Total return 2008/9 compared to FTSE 100 Index

Stocks that added value Weightings

Xstrata -

Rio Tinto -

Stocks that detracted value Weightings

HBOS +

Bradford & Bingley +

Lloyds TSB -

GlaxoSmithKline +

Royal Bank of Scotland -

BT +

Inchcape +

Aviva +

+ = Overweight vs. Index   - = Underweight vs. Index

Source: RCM. J130600\Merchants Trust\SG\070509 10



The Merchants Trust
Key transactions

Largest Net Purchases £m

HBOS 15

BHP Billiton 15

Largest Net Sales £m

HSBC 22

Rio Tinto 11

Man Group 12

Astrazeneca 12

Unilever 9

Glaxosmithkline 11

BP 10

Lonmin 10

Source: RCM. J130600\Merchants Trust\SG\070509 11



The Merchants Trust

Fi l/  i l  d “ i i  i ” h ld id d i

Economic/Market outlook

 Fiscal/monetary stimulus and “quantitative easing” should avoid depression

 However economic recovery will be muted as debt burden is paid down

 Little inflation risk, medium term with growth below trend

 Consumer outlook to gradually improve as low mortgage and utility bills offset rising unemployment/taxes

 Outlook for corporate spending poor as companies preserve cash

 De-stocking to end but genuine recovery some way offDe stocking to end but genuine recovery some way off

 Corporate bonds oversold, equities offer long term value

 Dividend cuts and rights issues to continue to feature

J130600\Merchants Trust\SG\070509 12



The Merchants Trust

 Large core holdings in well financed, strong businesses with good yields

Portfolio themes

g g , g g y

— GlaxoSmithKline, Royal Dutch Shell, Vodafone, Scottish & Southern Energy, BAe Systems

 Consumer recovery to help surviving retailers and car companies

Home Retail Group  Inchcape  GKN  Halfords— Home Retail Group, Inchcape, GKN, Halfords

 Buying cyclical survivors with cash on balance sheet

— Balfour Beatty, Man Group, IG Group

 Value opportunities where the market perceives too much debt

— Dairy Crest, Meggitt, Informa

 Management turnaround and recovery situations attractiveg y

— Unilever, Compass, Melrose

 High yielding asset classes becoming more interesting: corporate bonds, real estate, equities

Aviva  Legal & General  Hammerson  BT— Aviva, Legal & General, Hammerson, BT

 Limited exposure to mining (muted recovery) and banks (dividends, government interference)

 Underweight food retail and household goods on valuation concerns

J130600\Merchants Trust\SG\070509 13



The Merchants Trust
Sector views

U d i ht O i ht
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J130600\Merchants Trust\SG\070509 14Source: RCM, as at 31 March 2009.



The Merchants Trust
Stock positions

U d i ht O i ht
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HSBC Glaxosmithkline

-2.7%

-3.6%

2.8%

3.0%BG

Tesco

Scottish Southern Energy

BAE Systems

-2.4%

2.7%

2.7%

2.8%

Rio Tinto Vodafone

-2.0% 2.5%

-5 0% -4 0% -3 0% -2 0% -1 0% 0 0% 1 0% 2 0% 3 0% 4 0% 5 0%

Diageo Reed Elsever

-5.0% -4.0% -3.0% -2.0% -1.0% 0.0% 1.0% 2.0% 3.0% 4.0% 5.0%

Position relative to FTSE 100 Index

J130600\Merchants Trust\SG\070509 15Source: RCM, as at 31 March 2009.



The Merchants Trust
Summary

 Dividend increased 3.2% in 2008/09

 Supportive dividend reserve positionSupportive dividend reserve position

 Equity markets lowly valued

 Economic outlook remains challenging

J130600\Merchants Trust\SG\070509 16



Disclaimer

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 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. 

Disclaimer

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 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) ( ) , y p g p y p y ( )
Limited to any intermediaries or end users for any action taken on the basis of the information.

Regulatory Status

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.p

Web site: www.rcm.co.uk Web site: www.allianzgi.co.uk

J130600\Merchants Trust\SG\070509 17



The Merchants Trust PLC
Presentation to the Annual General Meeting, 
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The Merchants Trust PLC
Annual General Meeting, 12 May 2009

Resolution 1 - to receive and adopt the Annual Financial Report

For Discretion Against Withheld

34,843,619 516,257 191,537 199,322

J130600\Merchants Trust\SG\070509 19



The Merchants Trust PLC
Annual General Meeting, 12 May 2009

Resolution 2 - to declare a final dividend

For Discretion Against Withheld

35,168,529 501,797 7,392 73,017

J130600\Merchants Trust\SG\070509 20



The Merchants Trust PLC
Annual General Meeting, 12 May 2009

Resolution 3 - to re-elect Mr H A Stevenson as a Director

For Discretion Against Withheld

34,060,581 516,520 720,049 453,585

J130600\Merchants Trust\SG\070509 21



The Merchants Trust PLC
Annual General Meeting, 12 May 2009

Resolution 4 - to re-elect Mr R A Barfield as a Director

For Discretion Against Withheld

33,929,058 516,520 727,607 577,550

J130600\Merchants Trust\SG\070509 22



The Merchants Trust PLC
Annual General Meeting, 12 May 2009

Resolution 5 - to approve the Directors’ Remuneration Report

For Discretion Against Withheld

33,153,304 508,686 1,267,317 821,428

J130600\Merchants Trust\SG\070509 23



The Merchants Trust PLC
Annual General Meeting, 12 May 2009

Resolution 6 - to re-appoint PricewaterhouseCoopers LLP as Auditors

For Discretion Against Withheld

34,564,648 515,343 291,256 379,488

J130600\Merchants Trust\SG\070509 24



The Merchants Trust PLC
Annual General Meeting, 12 May 2009

Resolution 7 - to authorise the Directors to determine the remuneration of the 
Auditors

For Discretion Against Withheld

34,716,065 520,145 128,531 385,994

J130600\Merchants Trust\SG\070509 25



The Merchants Trust PLC
Annual General Meeting, 12 May 2009

Resolution 8 - to authorise the Directors to allot Shares

For Discretion Against Withheld

33,770,460 580,053 814,402 585,820

J130600\Merchants Trust\SG\070509 26



The Merchants Trust PLC
Annual General Meeting, 12 May 2009

Resolution 9 - to disapply pre-emption rights

For Discretion Against Withheld

33,511,564 589,583 860,495 789,093

J130600\Merchants Trust\SG\070509 27



The Merchants Trust PLC
Annual General Meeting, 12 May 2009

Resolution 10 - to authorise the Company to make market purchases of 
 Ordinary Shares

For Discretion Against Withheld

34,552,945 580,053 347,254 270,483

J130600\Merchants Trust\SG\070509 28
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