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Transcription

Hello my name is Jason Pidcock. | am going to be talking to you about Newton’s
Asian income strategy. The objective of this strategy is to combine income
together with capital growth. We run quite a concentrated portfolio of between
forty and fifty stocks, put together using a thematic approach, taking a long term
time horizon (typically three years or more) and using quite a strict yield
discipline. The yield discipline is in the same spirit as the other equity income
strategies run by Newton: with this one, every stock that we buy at the point of
purchase must yield at least as much as the index. The index that we use is the
FTSE All World Asia Pacific ex-Japan Index. Once we own a stock, to give it a
bit of flexibility, we can continue to hold it unless the yield falls to 15% discount.
If that occurs we will endeavour to sell out of that holding. On top of this, this
strategy as a whole must yield at least 35% more than the index. We're
investing in companies in the Asia Pacific ex-Japan region and we believe that
this is a very good part of the world for this type of strategy. We can combine
income with capital gain. This is a high-growth part of the world.

We do believe that dividends help discipline management and can lead to better
capital management of companies. There is a wide choice as the pie charts
show: between 1995 and 2010 there was a large increase in the number of
stocks yielding over 3%, and in fact, by 2010, the proportion of Asia Pacific ex-
Japan companies as a share of companies globally yielding above 3% had risen
from 16% to 26%, the highest regional share in the world, therefore giving us
more choice in Asia Pacific ex-Japan than anywhere else. We can also see that
the payout ratio has now been above 40% for the last ten years, proving that
Asia Pacific corporates are committed to their dividends. This is roughly in line
with western Europe. In 2009 the payout ratio did jump up and this was because
a number of companies maintained their dividend at a flat level, based off 2008
earnings, even though earnings that year had declined slightly. This was
because they took the view that the EPS [earnings per share] decline was
temporary and they had strong balance sheets. We thought that the payout ratio
would revert to the mean during 2010 and that is exactly what has happened,
and now it appears that we have plateaued at a medium-term average level of
about 43%. So this means that companies are paying out 43% of net earnings
and retaining 57% for investment, which we believe is a reasonable balance in a
region where debt levels are relatively low, and balance sheets are relatively
strong.

We have a very large team of people covering this region looking for ideas,
three of us are dedicated to looking at Asia Pacific ex-Japan solely and we work
very closely in conjunction with our research team. We have over twenty global




sector analysts and also we work very closely with our global equity fund
managers. When corporates come in to meet us we will often have five or six
people meeting that company: the relevant analyst, those that are on the desk
and any of the global fund managers that are interested. All these teams send
people out into the region on a regular basis to meet corporates in their own
place of business, and we believe that we are very good at collecting
information from a number of sources on a daily basis from companies
themselves, from external analysts, strategists and economists. We can use all
of this information together with our thematic process to build up a nice
collection of stocks. The thematic process helps us because we have identified
themes that signal changes occurring in the world, and these can steer us
towards particular sectors, particular companies, but also remind us of the
guestions to ask companies when we're meeting them. There is a lot of internal
debate and discussion about where we should have overweight and
underweight positions and which companies suit the strategy best. So after we
have had all of this discussion, a portfolio is put together which is fairly
concentrated but where we believe we have endeavoured to find best in class
high quality type companies, which will perform over a medium-term period.
Typically we take three years or even more time horizon. So | hope you have
found this very useful. We believe our process works. Thank you very much.

Past performance is not a guide to future returns. The value of investments and the income from them can fall as well as rise and
investors may not get back the original amount invested. The value of overseas securities will be influenced by fluctuations in
exchange rates. If part of the portfolio is invested in sub-investment grade bonds, which typically have a low credit rating and carry a
high degree of default risk, then please be aware that this can affect the capital value of your investment. If the portfolio has exposure
to hedge funds, gold, private equity and property via publicly quoted transferable securities, then there are additional risks associated
with these sectors. The information contained within this document should not be construed as a recommendation to buy or sell a
security. It should not be assumed that a security has been - or will be - profitable. There is no assurance that a security will remain in

the portfolio.

The opinions expressed in this presentation are those of Newton Investment Management and should not be construed as investment
advice. In addition the information contained in this presentation should not be construed as a recommendation to buy or sell a

security.
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‘Newton’ refers to the following group of affiliated companies: Newton Investment Management Limited, Newton Capital
Management Limited, Newton International Investment Management Limited, Newton Capital Management LLC and Newton
Fund Managers (C.l.) Limited. Assets under management include assets managed by all of these companies except Newton
Capital Management LLC, which provides marketing services in the U.S. for Newton Capital Management Limited. Except for
Newton Capital Management LLC and Newton Capital Management Limited, none of the other Newton companies offer
services in the U.S. In addition, AUM for the Newton Group may include assets managed by the firm’s officers as dual officers
or employees of The Bank of New York Mellon.

In the U.S., this document is issued by Newton Capital Management Limited. Newton Capital Management Limited is an
investment management firm, authorized and regulated in the UK by the Financial Services Authority in the conduct of
investment business and is a wholly owned subsidiary of The Bank of New York Mellon Corporation. Registered in England
no. 2675952. Newton Capital Management Limited is registered as an investment adviser under the Investment Advisers Act
of 1940. www.newtoncapitalmanagement.com

In the UK, this document is issued by Newton Investment Management Limited, The Bank of New York Mellon Centre, 160
Queen Victoria Street, London EC4V 4LA. Registered in England No. 1371973. Newton Investment Management is authorized
and regulated by the Financial Services Authority. www.newton.co.uk

In Jersey, this document is issued by Newton International Investment Management Limited and Newton and Newton Fund
Managers (C.l.) Limited both of Liberte House, 19-23 La Motte Street, St. Helier, Jersey, C.I., JE2 4SY. Both companies are
regulated by the Jersey Financial Services Commission.

Past performance is not a guide to future returns. The value of investments and the income from them can fall as well as rise
and investors may not get back the original amount invested. Actual returns will be reduced by investment advisory fees and
other expenses that may be incurred in the management of the account. The value of overseas securities will be influenced
by fluctuations in exchange rates. If part of the portfolio is invested in sub-investment grade bonds, which typically have a
low credit rating and carry a high degree of default risk, then please be aware that this can affect the capital value of your
investment. If the portfolio has exposure to hedge funds, gold, private equity and property via publicly quoted transferable
securities, then there are additional risks associated with these sectors. The information contained within this document
should not be construed as a recommendation to buy or sell a security, or as investment advice. It should not be assumed
that a security has been—or will be—profitable. There is no assurance that a security will remain in the portfolio. Newton’s
process is driven by bottom-up stock-picking and this may from time to time engender considerable relative differences to
the benchmark.

Important Information for past recommendations. The portfolio data included herein, should not be relied upon as a complete
listing of the strategy’s holdings (or of a representative strategy's top and bottom holdings) as information on particular
holdings may be withheld if it is in the strategy’s best interest to do so. The securities discussed do not represent an
account’s entire portfolio and in the aggregate may represent only a small percentage of an account’s portfolio holdings.
Characteristics, portfolio holdings and sector weightings are subject to change without notice and may not represent current
or future portfolio composition. Individual client accounts may differ from characteristics shown. The sector weights and
holdings of any particular account may vary based on any particular investment restrictions applicable to the account. The
portfolio date is ‘as of’ the date indicated. Stock position information refers to the representative strategy and not the
composition of the comparative benchmark. This information is for illustrative purposes only and is subject to change at any
time. In accordance with Rule 206(4)-1 under the Investment Advisers Act of 1940, upon request, we will furnish you with a
list of all recommendations made by Newton within the immediately preceding twelve months.

The forecasts contained herein are for illustrative purposes only and are not to be relied upon as advice or interpreted as a
recommendation. In addition, the forecasts are based on external sources and assumptions about circumstances and events
that may not yet have taken place and may never do so.
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