19 November 2015

Today’s fund in the spotlight:

Utilico Emerging Markets*
(UEM)

UEM NAV TR vs. MSCI EM Index

11010 12011 12012 112013 1112014 i

——UBM  ——MSC EM (Emengng Markets) NET

201

Source: Morningstar

Somers Limited is a
substantial shareholder
(84.6%) in Westhouse
Holdings Plc, the parent
company of Westhouse
Securities Limited.
Utilico Emerging
Markets Limited and
Somers Limited both
have a significant
common shareholder,
Utilico Investments

Priced at close
18 November 2015

Analyst
Saumya Banerjee
0207601 6629

saumya.banerjee@westhousesecurities.com

*Westhouse acts as broker and/or advisor to this
company

L.

Investment Funds

Idea — Utilico Emerging Markets*

We continue to remain cautious on emerging markets. Within emerging
markets we recommend that investors buy Utilico Emerging Markets* (UEM),
trading at a 9.8% discount (cum, fair, undiluted). UEM has just announced that
it has increased its quarterly dividend payments to 1.625p, for the quarter
ending September 2015, which leads us to forecast an annual distribution of
6.4p. With an expected dividend yield of 3.8%, UEM is one of the highest
yielding emerging market funds. Its investment in companies which have
tangible income producing assets makes it an ideal vehicle for investors
looking to maintain or increase their exposure to emerging markets.

Emerging markets: Major dislocation in progress

The credit fuelled expansion in emerging markets is likely to continue to slow down as
corporate and household borrowing in countries like China reach levels where further
increases are difficult to manage even with easier monetary policy. Growth is slumping
across emerging markets. For example, Latin America’s economy is expected to
contract this year and experience GDP growth of less than 2% per annum over the next
two years. The transmission mechanism for monetary policy in emerging markets is
under pressure because of bubbles that have emerged in property markets in
developing countries. Productivity growth enhancing reforms are required in several
emerging markets and it is generally difficult to implement these while the economies
are facing a sharp decline in growth rates.

Figure 1: China total social finance as % of Figure 2: Latin America Real GDP growth
GDP (Annual YoY %)
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Long-term trends still look attractive

While the short and medium term outlook for emerging markets is difficult we believe
that the long term growth prospects for emerging markets are still attractive. We
continue to recommend that investors buy UEM for their long-term emerging markets
exposure. The NAV performance of UEM is significantly better than that of the MSCI
Emerging Markets Index. Over the last twelve months UEM’s NAV has declined by 7.9%
vis-a-vis a 12% decline in the MSCI Emerging Markets Index. The discount of UEM is an
anomaly in our view, particularly given the strong long-term performance of the fund
and its relatively high dividend yield. When we compare the total returns of the fund
to Templeton Emerging Markets Investment Trust (TEM) we find that over the last five
years the NAV of UEM has increased by 21%. In sharp contrast, the NAV of TEM has
fallen by 27.4%. We also continue to recommend that investors switch from JPMorgan
Emerging Markets Income Fund (JEMI), trading at a 1.7% discount into UEM, trading at
a 10.2% discount, given the increase in dividend in UEM and its superior long term
performance. Over the last three years the NAV of UEM has risen by 14.5% while that
of JEMI has fallen by 5.3%.

Westhouse Securities is authorised and regulated by The Financial Conduct Authority and is a member of The London Stock Exchange.
Registered Office: Beaufort House, 15 St. Botolph Street, London, EC3A 7BB. . Registered in England Number: 762818
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Buy Utilico Emerging Markets (UEM)

The Chairman of the Board of UEM, Alexander Zagoreos, believes that while USA and UK
central banks continue to edge towards normalisation, Japan and Europe are expected to
continue QE for some years. He highlights that China is steadily continuing its transition from
an infrastructure led economy to a consumer led economy, a shift with significant
ramifications for global markets. These combined factors have to date been very difficult for
emerging markets and volatility has increased. The longer term outlook for emerging
markets however remains positive. He highlights that most of UEM’s investee companies
continue to deliver top line growth and bottom line performance. However, the combined
effect of weaker markets and currencies has masked this performance in sterling terms.

Charles lillings, the portfolio manager of UEM, highlighted in the recently released results,
for the half year ending 30 September 2015, that the constituents of the top ten saw two
changes with Transelectrica SA (TEL RO) and China Resources Gas Group Limited (1193 HK)
replacing Asiasat (1135 HK) and China Everbright International Limited (257 HK). The
percentage of the portfolio in the top ten holdings fell from 53.7% to 49.4% in the six
months to 30 September 2015. This was partly a result of net disposals in the top ten
investments. Other contributors were stronger performance from the rest of the portfolio
and a significant distribution by Asiasat. Unlisted investments were 2.8% of the gross assets
as at 30 September 2015. The number of investments rose as UEM took advantage of weak
market prices to invest in attractive opportunities.

As per the report, China (including Hong Kong) continues to be UEM'’s largest country
investment, although decreasing from 30.9%, as at 31 March 2015, to 28.4%, as at 30
September 2015, of the portfolio. This was a result of realisations, investments, market
movements and a significant dividend distribution by Asiasat, of which UEM’s share
amounted to HKS88.8m (£7.4m), equivalent to 40.0% of the position in sterling terms as at
31 March 2015 of £18.5m. Asiasat was, as at 30 September 2015, UEM'’s fifteenth largest
holding. The China Everbright position was reduced by 51.1%, along with a number of other
smaller positions which were mainly exited in the strong market rally in April 2015.

Malaysia continued to be UEM'’s second largest country investment but had decreased from
17.8% to 14.9% of the portfolio. This is primarily due to market movements. According to
Jillings, Malaysia’s economy has been negatively impacted by the weakness in commodity
markets. This has been reflected in both the equity market and currency. In sterling terms
the FTSE Bursa Malaysia KLCl Index was down by 26.6% over the six months to 30
September 2015.

Brazil remained the third largest country investment, as at 30 September 2015, but
exposure was reduced from 11.2% to 9.6% of the portfolio, partially due to disposals but
predominantly to a weak currency. The Brazilian Real declined a by 21.3% over the six
months and the lbovespa Index was down by 11.9%. In Sterling terms the Ibovespa Index
was down by 30.1% over the six months to 30 September 2015.

Romania rose to become UEM'’s fourth largest country investment increasing from 5.3% to
7.6%. This was due to additional investment and relative outperformance. Romania has
performed well as an emerging economy and in sterling terms the local index was up 0.7%.

Thailand remained UEM'’s fifth largest country investment at 6.9%, up from 6.4%. The
Thailand SET Index was down by 10.4% and the Thai Baht was down by 12.1%. The small
increase in the weighting reflects relative performance rather than active change in
positions. In the six months to 30 September 2015, the SET index was down by 21.4%, in
sterling terms.
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Select Holdings

China Resources Gas (1193 HK) was a new entry into the top ten at tenth position in the
portfolio. CR Gas is a natural gas distribution company which had 21.8m household
connections across 213 city gas concessions in mainland China as at 30 June 2015. UEM has
been invested in this company since 2011, over which time CR Gas has achieved a
compound annual growth rate in connections and EBITDA of 18.4% and 23.0% respectively,
partially through acquisition and organic growth. The penetration base of its network
remains low at just 43.1%, implying strong future growth potential. Similar to China Gas
Holdings, growth has been restrained by the tough market conditions, which should
normalise as tariffs re-base and new gas supplies come onstream in several concession areas
which are currently lacking gas volumes. In the six months to 30 June 2015 CR Gas reported
natural gas volume growth of 10.9% and new connections growth of 9.2%. Group revenues
and EBITDA increased by 17.5% and 17.4% respectively, and the interim dividend per share
was doubled. In the six months to 30 September 2015, CR Gas’ share price fell by 17.5% in-
line with other H-share listed gas peers. During the period under review, UEM increased its
shareholding in CR Gas by 8.0%, investing £0.7m.

MyEG Services BHD (MYEG MK) was UEM’s largest holding, as at 31 October 2015 and
reported another set of exceptional results for its year to 30 June 2015. Revenues were up
by 28.8% and EBITDA was 28.9% ahead of the previous year. The company continues to
report strong results from its online vehicle tax renewal, traffic fine payments and car
insurance services. The company has seen strong growth from foreign worker permit
renewals. MyEG’s online system became the only way to renew these permits from May
2015. The implementation of the cash register monitoring system to verify GST (sales tax)
returns has been delayed, but is expected to commence imminently. The company has
proposed a 2 for 1 share split by means of a bonus issue, which it intends to implement
before the end of Q1 2016. UEM sold 2.6% of its investment over the period realising £0.9m,
mostly driven by a decision to balance the portfolio and take profits. MyEG’s share price
increased by 1.1%, over the six months, to the end of September 2015.

Malaysia Airports Holdings BHD (MAHB MK) is UEM'’s third largest holding having declined
from being the largest. The company reported mixed results in the six months to 30 June
2015. Though revenue from Malaysian operations was up 9.4% on the previous year, core
EBITDA declined by 25.1% as its new terminal, KLIA 2, remained heavily underutilised. A
combination of weaker passenger growth (flat over the period), and higher costs associated
with operations at KLIA 2 continued to weigh on core margins. However, with the full
consolidation of Istanbul Sabiha Goékcen airport (“ISG”) in 2015, group EBITDA recorded an
increase of 54.5% on the previous year. Group earnings declined sharply on increased
depreciation and financing costs. ISG is expected to break even in 2015 and begin
contributing positively to net earnings in 2016. Management have maintained original
EBITDA guidance for both Malaysian and Turkish operations. MAHB’s largest client, Air Asia,
took legal action against MAHB in July, citing a failure to maintain appropriate operating
conditions at KLIA 2. The MYR 409.4m damages claim renewed concerns of ground
settlement issues at the new terminal, which has negatively impacted the share price.
MAHB's share price decreased by 26.3% over the six months to the end of September 2015
and UEM invested a further £0.2m during the period.

Transelectrica (TEL RO) was a new entry into the top ten, becoming the ninth largest
investment. Transelectrica manages and operates the Romanian electricity transmission
system and provides the electricity exchanges between central and eastern European
countries. It is a wholly-regulated entity which is currently in its third regulatory period
which runs from 1 July 2014 to 30 June 2019, and the Romanian government holds a 59.7%
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stake in the company. In the six months to 30 June 2015 billed volumes grew by 3.2% which,
combined with tariff increases, delivered revenue growth of 8.1%. Higher transmission
losses, primarily due to greater export volumes, meant that EBITDA fell by 2.4% and
normalised earnings fell by 7.0%. Dividends per share paid from the prior year profits were
increased by 25.8%. In the six months to 30 September 2015, Transelectrica’s share price
total return was positive up 1.1%. In the period under review UEM increased its
shareholding in Transelectrica by 26.5%, investing £2.3m.

Investment activity increased mainly due to realising China “H share” investments in April
2015. For the six months, investment purchases were £53.4m (£89.3m for the year to 31
March 2015) and realisations were £65.4m (£87.3m for the year to 31 March 2015). Much of
this investment was outside the top ten. Bank debt decreased from £31.9m to £18.1m over
the six months to 30 September 2015, mainly as a result of realisations but also as a result of
Asiasat’s increased distribution this year. At the year end this was all drawn in Euros.

In September 2015 UEM announced a one for five bonus issue of subscription shares. This
was approved at a Special General Meeting held on 22 September 2015 and approximately
42.6m subscription shares were issued on 24 September 2015. The subscription shares are
exercisable on the last business day in each of February and August 2016 and 2017, with the
final opportunity to exercise on 28 February 2018. The exercise price for the subscription
shares is 183.00p per share.

Figure 3: UEM NAV Performance vs. MSCI EM Index Figure 4: UEM discount
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As the chart above demonstrates, the NAV performance of UEM is significantly better than
the MSCI Emerging Markets Index. The discount of UEM is an anomaly in our view
particularly given the strong long-term performance of the fund and its relatively high
dividend yield. When we compare the total returns of the fund to Templeton Emerging
Markets Investment Trust (TEM) we find that over the last five years the NAV of UEM has
increased by 21%. In sharp contrast, the NAV of TEM has fallen by 27.4% during the same
period. Over the last twelve months the outperformance is equally striking. The NAV of UEM
has fallen 7.9% as opposed a 23.5% decline in the NAV of TEM. During the same period the
MSCI Emerging Markets Index has fallen by 12%. Despite the vastly superior long-term
performance of UEM and the significantly higher dividend yield we find the discounts to be
at similar levels. We therefore continue to recommend that investors switch from TEM to
UEM at current levels.
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Table 1: UEM has outperformed JEMI and TEM over the last one, three and five yearst

NAV Total Return (%)

1-yr 3-yr 5-yr
Utilico Emerging Markets -7.9 14.5 21.0
JPMorgan Global Emerging Markets Income Trust -17.5 -5.3 5.9
Templeton Emerging Market Investment Trust -23.5 -18.3 -27.4
Morningstar UK IT Global Emerging -15.0 -8.2 -13.8
MSCI EM Index -12.0 -4.3 -10.4

Source: Morningstar

In addition to the switch from TEM to UEM, we also continue to recommend a switch from
JPMorgan Global Emerging Markets Income Trust (JEMI) to UEM. Our decision is based on
the fact that UEM provides an estimated yield of 3.8%. While this is slightly lower than the
current dividend yield of JEMI, which stands at 5.3%, the performance of UEM has been
significantly better than that of JEMI over one, three and five years. In addition, given the
decline in the currencies in emerging markets one might expect the dividends of the stocks
in the portfolio of JEMI to fall in sterling terms. We believe UEM’s focus on real assets that
produce significant amounts of cash flow translates into steadily growing dividends (Real
assets, real returns http://www.westhousesecuritiesresearch.com/Research/id/8536).

Over the last twelve months the NAV of JEMI has declined by 17.5%, underperforming the
MSCI Emerging Markets Index by over 500bps. While the long-term performance of the fund
is significantly better than the MSCI Emerging Markets Index it is still worse than the
performance of UEM. Given that JEMI is trading close to parity (1.7% discount) we continue
to recommend that investors switch from JEMI to UEM. As Table 1 above shows, UEM has
outperformed both JEMI and TEM over the last one, three and five years.

Table 2: UEM top ten holdings, industry split and geographical split

% gross
Top ten holdings assets  Asset split (%) Geographical split (%)
MYEG Services Berhad 6.9 Gas 17.9 China (including HK) 30.2
China Gas Holdings 6.7  Electricity 14.1 Malaysia 13.8
Malaysia Airport Holdings Berhad 6.1 Ports 13.5 Brazil 9.8
APT Satellite Holdings 5.9 Satellites 10.9 Other Asia 8.3
Eastern Water Resources Development & Mgt 5.6 Water and waste 10.6 Other Latin America 7.9
International Container Terminal Services 5.4  Airports 9.1 Romania 7.4
Ocean Wilsons Holdings 4.4  Other infrastructure 7.2 Philippines 7.1
Gasco SA 2.9 Tollroads 4.7 Thailand 6.9
Transelectrica SA 2.4 Infrastructure Investment Funds 3.2 Middle East/Africa 6.2
China Resources Gas Group Ltd 2.3 Telecoms 2.0 Other Europe 2.4
Total top 10 48.6  Other 6.8 Total 100

Source: Company data, As at 31 October 2015.

5 Westhouse Securities


http://www.westhousesecuritiesresearch.com/Research/id/8536

Disclaimers

The trading ideas in this report are short-term recommendations that do not fall within our normal fundamental recommendation classification. The trading ideas are
possibly in response to a move in relative valuation, performance, yield or management, as well as changing asset class preferences. The view is a short-term suggestion
and does not contradict any existing ‘recommendation’ on a specific Investment Fund mentioned and accordingly is limited herein to a trading Buy or Sell. For disclosures
in relation to formal Investment Funds research recommendations please see the following link http://www.westhousesecuritiesresearch.com.

Westhouse acts as broker or advisor to ADVANCE DEVELOPING MARKETS FUND, ALTERNATIVE ASSET OPPORTUNITIES PCC, BLACKROCK SMALLER COMPANIES TRUST,
BLACKROCK THROGMORTON TRUST, INDUSTRIAL MULTI PROPERTY TRUST, INVESCO ASIA TRUST, INVESTMENT COMPANY (THE), MAJEDIE INVESTMENTS, RIGHTS &
ISSUES INVESTMENT TRUST, TALIESIN PROPERTY FUND, TR EUROPEAN GROWTH TRUST, UNITECH CORPORATE PARKS, UTILICO EMERGING MARKETS, UTILICO FINANCE,
UTILICO INVESTMENTS, THE PROSPECT JAPAN FUND, THE WORLD TRUST FUND.

Westhouse acts as a market maker or liquidity provider for ABERDEEN JAPAN, ADVANCE DEVELOPING MARKETS FUND, ADVANCE FRONTIER MARKETS FUND, ATLANTIS
JAPAN GROWTH FUND, ABERFORTH SMALLER COS, ALLIANCE TRUST, ASIAN TOTAL RETURN, BAILLIE GIFFORD JAPAN TRUST, BLACKROCK COMMODITIES INCOME,
BLACKROCK LATIN AMERICAN INV, BLACKROCK SMALLER COMPANIES, BLACKROCK THROGMORTON TRUST, BLACKROCK WORLD MINING TRUST, BRITISH ASSETS TRUST,
BRITISH EMP SEC AND GEN, CALEDONIA INVESTMENTS, CITY NATURAL RESOURCES HIGH YIELD, ECOFIN, EDINBURGH DRAGON TRUST, EUROPEAN INVESTMENT TRUST,
FIDELITY ASIAN VALUES, FIDELITY EUROPEAN VALUES, FIDELITY JAPANESE VALUES, F&C PRIVATE EQUITY TRUST, F&C PRIVATE EQUITY TRUST-PRF, FOREIGN & COLONIAL
INVEST TRUST, FIDELITY SPECIAL VALUES, GENESIS EMERGING MARKETS, HENDERSON EUROPEAN FOCUS TRUST, HENDERSON EUROTRUST, HERALD INVESTMENT TRUST,
HENDERSON SMALLER COMPANIES, HENDERSON VALUE TRUST, INDUSTRIAL MULTI PROPERTY TRUST, INVESCO ASIA TRUST, INDIA CAPITAL GROWTH FUND, INDIA
CAPITAL, INVESCO PERPETUAL ENHANCED INCOME, INVESTMENT COMPANY, INVESCO PERP UK SMALLER COS, INVESCO INCOME GROWTH TRUST, JPMORGAN ASIAN
INVESTMENT TRUST, JUPITER EUROPEAN OPPORTUN TRUST, JPMORGAN EUR SMALLER COS, JPMORGAN EUROPEAN INV-GROWTH, JPMORGAN EUROPEAN INVEST-INC,
JPMORGAN JAPANESE INV. TRUST, JPMORGAN INDIAN INV TRUST, JPMORGAN EMERGING MKTS TRUST, JPMORGAN JAPAN SMALLER CO TRUST, JAPAN RESIDENTIAL
INVESTMENT, LAW DEBENTURE CORP, MAJEDIE INVESTMENTS, MONKS INVESTMENT TRUST, MERCANTILE INVESTMENT TRUST, MITON WORLDWIDE GROW TRUST,
MURRAY INTERNATIONAL TRUST, NORTH ATLANTIC SMALLER COMP, NEW INDIA INVESTMENT TRUST, PACIFIC ASSETS TRUST, POLAR CAPITAL TECHNOLOGY TR, PACIFIC
HORIZON INV TRUST, PROSPECT JAPAN FUND LIMITED (THE), RENEWABLE ENERGY GENERATION, RIGHTS & ISSUES INV TR-CAP, RIGHTS & ISSUES INV TR-INC, SCOTTISH
AMERICAN INV COMP, SCOTTISH INVESTMENT TRUST, SCHRODER UK MID CAP FUND, SCHRODER ASIA PACIFIC, SCHRODER JAPAN GROWTH FUND, SCOTTISH MORTGAGE
INV TRUST, TEMPLETON EMERGING MARKETS, ALTERNATIVE ASSET OPPS PCC, TALIESIN PROPERTY FUND, TALIESIN PROPERTY FUND LTD — ZERO PREFERENCE SHARE, TR
EUROPEAN GROWTH TRUST, TRIFAST, UNITECH CORPORATE PARKS, UTILICO EMERGING MARKETS, UTILICO INVESTMENTS, UTILICO FINANCE and WORLD TRUST FUND.

Somers Limited is a substantial shareholder (84.6%) in Westhouse Holdings Plc, the parent company of Westhouse Securities Limited. Utilico Emerging Markets Limited
and Somers Limited both have a significant common shareholder, Utilico Investments Limited.

Westhouse has been a lead manager in a publicly disclosed offer or placing of securities of Taliesin Property Fund and Utilico Finance in the last 12 months.

Analysts’ remuneration is based on a number of factors, including the overall results of Westhouse Securities Limited, to which a contribution is made by investment
banking activities. Analysts’ remuneration is not based on expressing a specific view or recommendation on an issuer, security or industry.

This research is classified as being a "marketing communication" as defined by the FCA’s Handbook. This is principally because analysts at Westhouse Securities are
involved in investment banking activities and pitches for new business and consequently this research has not been prepared in accordance with legal requirements
designed to promote the independence of investment research. Therefore, the research is not subject to any prohibition on dealing ahead of the dissemination of
investment research. Nevertheless, the Firm's Conflict of Interest Management Policy prohibits dealing ahead of research, except in the normal course of market making
and to satisfy unsolicited client orders. Please refer to www.westhousesecurities.com for a summary of our conflict of interest management policy in relation to research.
This includes organisational controls (departmental structure, a Chinese wall between corporate finance and other departments, etc), procedures on the supervision and
remuneration of analysts, a prohibition on analysts receiving inducements for favourable research, editorial controls and review procedures over research
recommendations and a prohibition on analysts undertaking personal account dealings in companies covered by them.

This document has been approved by Westhouse Securities Limited (‘Westhouse’) for communication to professional clients (as defined in the FCA Handbook) and to
persons who, if they were clients of Westhouse, would be professional clients. Any recommendations contained in this document are intended solely for such persons.
Any individuals receiving this document do so in their capacity as directors or officers of one of WSL’s corporate clients and not as an individual client of WSL. This
document is not intended for use by persons who are retail clients of Westhouse or, who would if they were clients of Westhouse, be retail clients, who should consult
their investment adviser before following any recommendations contained herein. In any event this document should not be regarded by the person to whom it is
communicated as a substitute by the recipient of the recipient’s own judgement and does not constitute investment advice (as defined in the FCA Handbook) and is not a
personal recommendation. This document is based on information obtained from sources which we believe to be reliable; however, it is not guaranteed as to accuracy or
completeness by Westhouse, and is not to be construed as a representation by Westhouse. Expressions of opinion herein are subject to change without notice. This
document is not and should not be construed as an offer or the solicitation of an offer to buy or sell any securities. Past performance is not necessarily a guide to future
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