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True Colours 

We are quickly approaching the third anniversary of Redwheel’s 
appointment as the manager of Temple Bar in November 2020. While 
sticking to its value-seeking roots, managers Ian Lance and Nick Purves 
favour what they describe as a more balanced approach than the deep 
value model employed by the fund’s previous manager, which had been 
a drag on performance through the growth dominated decade that 
followed the GFC.  

So far, the change seems to have paid off handsomely, with the shares 
up 76% since the handover, 35 percentage points ahead of the 
benchmark UK index. While it might be disingenuous to attribute the 
recent outperformance purely to the change in management, 
considering the dramatic swings we have seen in equity markets since 
the pandemic, it has created a solid foundation for the fund to build from 
going forward.   

UK equity income and capital growth 

TMPL aims to provide growth in income and capital to achieve a 
long-term total return greater than its benchmark (the FTSE All-
Share Index), through investment primarily in UK securities. The 
company’s policy is to invest in a broad spread of securities, with 
the majority of the portfolio typically selected from the 
constituents of the FTSE 350 Index. 
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31/05/2019 (4.5) (6.7) (2.0) (5.4) 4.8 

31/05/2020 (36.5) (30.4) (13.2) (21.8) 3.6 

31/05/2021 61.1 47.5 18.7 21.0 14.4 

31/05/2022 6.4 6.6 15.6 22.7 2.9 

31/05/2023 (0.0) (0.0) 3.8 0.7 10.3 

Source: Morningstar, Marten & Co 
 

Sector UK equity income 

Ticker TMPL LN 

Base currency GBP 

Price 218.5p 

NAV 231.8p 

Premium/(discount) (5.7%) 

Yield 4.3% 

Share price and discount 
Time period 31/05/2018 to 15/06/2023 

Source: Morningstar, Marten & Co 

Performance over five years 
Time period 31/05/2018 to 31/05/2023 

Source: Morningstar, Marten & Co 

-22.5

-15.0

-7.5

0.0

7.5

15.0

100

150

200

250

300

2018 2019 2020 2021 2022 2023

Price (LHS) Discount (RHS)

45

65

85

105

125

2018 2019 2020 2021 2022 202
Price (TR) NAV (TR)
MSCI UK (TR) MSCI UK Value

https://quoteddata.com/sector/investment-companies/uk/uk-equity-income/


 

 

Contents 

Exploiting swings in investor sentiment 3 

Managers’ view 3 

What to do about value? 5 

Asset allocation 6 

Gearing 6 

Top 10 holdings 7 

Performance 12 

Peer group 13 

Dividend 15 

Premium/(discount) 16 

Fund profile 17 

Previous publications 18 
 
 

Domicile England & Wales 

Inception date 24 June 1926 

Manager Redwheel 

Market cap £683.5m 

Shares outstanding 
(exc. treasury shares) 

334.3m 

Daily vol. (1-yr. avg.) 0.633m 

Net gearing 6.1% 
 
 

Click for our most recent 
annual overview note  

 
Click for an updated Temple 
Bar factsheet  

 
Click for Temple Bar’s peer 
group analysis  

 
 
 

Analysts 
Andrew Courtney 
ac@quoteddata.com  

Matthew Read 
mr@quoteddata.com  

James Carthew 
jc@quoteddata.com 

 
 

Click to provide feedback to 
Temple Bar  

 
Click if you are interested in 
meeting Temple Bar’s 
managers 

 
 

https://quoteddata.com/research/temple-bar-compromise-mc/
https://quoteddata.com/company/e0gbr00j8r/
https://quoteddata.com/sector/investment-companies/uk/uk-equity-income/
mailto:dm@martenandco.com.com?cc=jr@martenandco.com&subject=I%20wish%20to%20provide%20the%20following%20feedback%20to%20the%20managers%20of%20Temple%20Bar&body=Dear%20David,%0d%0dI%20would%20like%20to%20provide%20feedback%20to%20the%20managers%20of%20Temple%20Bar:
mailto:dm@martenandco.com.com?cc=jr@martenandco.com&subject=I%20wish%20to%20meet%20the%20managers%20of%20Temple%20Bar&body=Dear%20David,%0d%0dI%20would%20like%20to%20request%20a%20meeting%20with%20the%20managers%20of%20Temple%20Bar.
https://quoteddata.com/research/temple-bar-compromise-mc/
https://quoteddata.com/company/e0gbr00j8r/
https://quoteddata.com/sector/investment-companies/uk/uk-equity-income/
mailto:dm@martenandco.com.com?cc=jr@martenandco.com&subject=I%20wish%20to%20provide%20the%20following%20feedback%20to%20the%20managers%20of%20Temple%20Bar&body=Dear%20David,%0d%0dI%20would%20like%20to%20provide%20feedback%20to%20the%20managers%20of%20Temple%20Bar:
mailto:dm@martenandco.com.com?cc=jr@martenandco.com&subject=I%20wish%20to%20meet%20the%20managers%20of%20Temple%20Bar&body=Dear%20David,%0d%0dI%20would%20like%20to%20request%20a%20meeting%20with%20the%20managers%20of%20Temple%20Bar.
https://quoteddata.com/research/temple-bar-compromise-mc/
https://quoteddata.com/company/e0gbr00j8r/
https://quoteddata.com/sector/investment-companies/uk/uk-equity-income/
mailto:dm@martenandco.com.com?cc=jr@martenandco.com&subject=I%20wish%20to%20provide%20the%20following%20feedback%20to%20the%20managers%20of%20Temple%20Bar&body=Dear%20David,%0d%0dI%20would%20like%20to%20provide%20feedback%20to%20the%20managers%20of%20Temple%20Bar:
mailto:dm@martenandco.com.com?cc=jr@martenandco.com&subject=I%20wish%20to%20meet%20the%20managers%20of%20Temple%20Bar&body=Dear%20David,%0d%0dI%20would%20like%20to%20request%20a%20meeting%20with%20the%20managers%20of%20Temple%20Bar.
https://quoteddata.com/research/temple-bar-compromise-mc/
https://quoteddata.com/company/e0gbr00j8r/
https://quoteddata.com/sector/investment-companies/uk/uk-equity-income/
mailto:dm@martenandco.com.com?cc=jr@martenandco.com&subject=I%20wish%20to%20provide%20the%20following%20feedback%20to%20the%20managers%20of%20Temple%20Bar&body=Dear%20David,%0d%0dI%20would%20like%20to%20provide%20feedback%20to%20the%20managers%20of%20Temple%20Bar:
mailto:dm@martenandco.com.com?cc=jr@martenandco.com&subject=I%20wish%20to%20meet%20the%20managers%20of%20Temple%20Bar&body=Dear%20David,%0d%0dI%20would%20like%20to%20request%20a%20meeting%20with%20the%20managers%20of%20Temple%20Bar.
https://quoteddata.com/research/temple-bar-time-shine-mc/
https://quoteddata.com/research/temple-bar-time-shine-mc/
https://quoteddata.com/company/e0gbr00j8r/
https://quoteddata.com/company/e0gbr00j8r/
https://quoteddata.com/sector/investment-companies/uk/uk-equity-income/
https://quoteddata.com/sector/investment-companies/uk/uk-equity-income/
mailto:ac@quoteddata.com
mailto:mr@quoteddata.com
mailto:jc@quoteddata.com
mailto:dm@martenandco.com.com?cc=jr@martenandco.com&subject=I%20wish%20to%20provide%20the%20following%20feedback%20to%20the%20managers%20of%20Temple%20Bar&body=Dear%20David,%0d%0dI%20would%20like%20to%20provide%20feedback%20to%20the%20managers%20of%20Temple%20Bar:
mailto:dm@martenandco.com.com?cc=jr@martenandco.com&subject=I%20wish%20to%20provide%20the%20following%20feedback%20to%20the%20managers%20of%20Temple%20Bar&body=Dear%20David,%0d%0dI%20would%20like%20to%20provide%20feedback%20to%20the%20managers%20of%20Temple%20Bar:
mailto:dm@martenandco.com.com?cc=jr@martenandco.com&subject=I%20wish%20to%20meet%20the%20managers%20of%20Temple%20Bar&body=Dear%20David,%0d%0dI%20would%20like%20to%20request%20a%20meeting%20with%20the%20managers%20of%20Temple%20Bar.
mailto:dm@martenandco.com.com?cc=jr@martenandco.com&subject=I%20wish%20to%20meet%20the%20managers%20of%20Temple%20Bar&body=Dear%20David,%0d%0dI%20would%20like%20to%20request%20a%20meeting%20with%20the%20managers%20of%20Temple%20Bar.
mailto:dm@martenandco.com.com?cc=jr@martenandco.com&subject=I%20wish%20to%20meet%20the%20managers%20of%20Temple%20Bar&body=Dear%20David,%0d%0dI%20would%20like%20to%20request%20a%20meeting%20with%20the%20managers%20of%20Temple%20Bar.
https://quoteddata.com/research/temple-bar-compromise-mc/
https://quoteddata.com/company/e0gbr00j8r/
https://quoteddata.com/sector/investment-companies/uk/uk-equity-income/
mailto:dm@martenandco.com.com?cc=jr@martenandco.com&subject=I%20wish%20to%20provide%20the%20following%20feedback%20to%20the%20managers%20of%20Temple%20Bar&body=Dear%20David,%0d%0dI%20would%20like%20to%20provide%20feedback%20to%20the%20managers%20of%20Temple%20Bar:
mailto:dm@martenandco.com.com?cc=jr@martenandco.com&subject=I%20wish%20to%20meet%20the%20managers%20of%20Temple%20Bar&body=Dear%20David,%0d%0dI%20would%20like%20to%20request%20a%20meeting%20with%20the%20managers%20of%20Temple%20Bar.


 

 

 

 

 

Update  |  26 June 2023 3 

Exploiting swings in investor sentiment 

Although the managers still adhere to the general principles that define value 
investing, Nick and Ian follow a targeted, bottom-up approach to investment, looking 
to identify stocks that they believe are trading at a discount to their intrinsic value 
with a five-year horizon. They say that using a quality overlay helps to weed out the 
potential for value traps, and the managers aim to generate alpha through selecting 
assets that may be sensitive to prevailing market conditions but that they think are 
still able to generate sustainable growth over the medium-to-long term. It is a 
strategy that the managers say benefits from increased volatility, and the last 12 to 
18 months have highlighted the wild swings that investor sentiment can have on 
prices.  

The energy sector is an obvious example, with the price of crude oil technically 
falling below zero during the peak of the pandemic panic, only to recover to trade at 
over $100 dollars a barrel in just over 12 months later. Whilst the managers point 
out that they make no attempt to time markets – instead making decisions based on 
long-term sector outlooks – they are cognisant of the economic environment when 
making decisions and are happy to take on opportunities to add exposure when 
scenarios such as these present themselves.  

There are plenty of other examples (although perhaps not as extreme) where 
investor sentiment might cloud rational decision-making, creating opportunities to 
add value. Generally speaking, however, success with this type of value investing 
is often viewed as best being judged over the long term. Though the managers are 
the first to admit they are in the early innings of their journey with Temple Bar, they 
remain confident about its long-term potential, particularly given the relative 
valuations of the portfolio holdings, which in many cases are still at or close to cycle 
lows. Importantly, as the managers highlight, starting valuation has proven to be the 
best predictor of investment returns over time.  

Managers’ view  

The bias towards long term value with sustainable upside is clear when we assess 
the portfolio composition. Almost 40% of the fund is invested in the energy and 
financials sectors which is a considerable overweight to benchmark indices, 
contributing to the fund’s aggregate price to book and price to earnings ratios, which 
are among the lowest in the UK equity income sector.  

The opportunity in energy  
The short-term opportunity in energy markets has been well documented following 
the Ukrainian invasion, and the sector was one of the few bright spots through 2022 
in what was otherwise one of the worst periods in history across multiple asset 
classes. The outperformance of the sector was a key driver of returns for Temple 
Bar, contributing 7.6% to the company’s overall performance for the year, and whilst 
this was clearly beneficial for investors, the managers believe that this is much more 
than a short-term trade.  

Targeted, bottom-up approach 
looking for stocks that are 
trading at a discount to their 
intrinsic value 

Exploiting oil price volatility 

Starting valuation has proven 
to be the best predictor of 
investment returns over time 
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Despite the rapidly developing renewable transition, the reality is that the global 
economy remains overwhelmingly reliant on burning fossil fuels for energy, all the 
while demand for energy, which tends to be closely linked to GDP, looks set to 
continue on its strong growth trajectory, particularly in developing nations which in 
many cases are constrained in their capacity to invest in renewables.  

Demand for energy is expected to at least double in the next 25 to 30 years and 
despite the massive advances in renewable technology and the resulting reduction 
in costs, the collective efforts of solar, wind, hydro, and other sources of renewables 
have so far had only a modest impact on global power production with fossil fuels’ 
share of electrical power generation hovering between 60% and 70% for half a 
century (and remains higher today than it did in the 1940s).  

Whilst renewable capacity and capability will continue to advance, consensus 
expectations are for oil demand to grow, not fall over the next decade. At the same 
time, oil majors appear to have shifted their focus to shareholder returns rather than 
investment in new production. With the depletion of existing producing resources, 
and damage done to the industry by the whipsaw in demand during the pandemic, 
the managers believe there now exists a very real possibility of structural shortages 
in oil supply that cannot be effectively replaced by renewable assets. They say that 
this could lead to structural shortages in total global energy supply, and hence 
higher long-term oil prices.  

Given these dynamics, the managers believe the opportunity in energy markets is 
substantial, regardless of short-term headwinds from weak Chinese demand or 
wider fears around economic growth.  

With 18% of the fund exposed to the sector, consisting of investments in BP, Shell, 
and TotalEnergies along with energy service company Centrica, TMPL could be 
well positioned to benefit from what the managers believe to be a long-term 
opportunity. 

Financials  
The banking sector has long been a source of frustration for value investors, 
especially since the turn of the century where it has generated below-market returns 
despite offering consistently appealing valuations. The graph below illustrates the 
scale of the underperformance compared to the wider market.  

With that as a backdrop, it might seem somewhat inauspicious that almost 20% of 
the Temple Bar portfolio is invested in the sector. However, as Ian pointed out in a 
recent note, a key job of an active fund manager is to find and own the very best 
investment opportunities that their relevant area of focus affords them. Dismissing 
a large number of companies, based on an assessment of the returns historically 
delivered by the sector in which they operate, would seem to overlook this 
imperative function, in his view. In addition, Ian adds that even if banks have 
performed poorly in broad terms, that is no reason to conclude that all banks have 
performed poorly and that the banking business model is flawed. There are, in 
almost all circumstances, standout performers to choose to be invested in, he notes. 

Another point that is perhaps worthy of consideration is that this underperformance 
occurred in a period where interest rates were falling and for some time were zero 
or even negative. Higher interest rates could give banks the opportunity to grow 
their net interest margin. This has the potential to have a significant effect on their 

The global economy remains 
overwhelmingly reliant on 
burning fossil fuels for energy 

18% of TMPL’s portfolio is 
exposed to the energy sector 
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profitability, but needs to be weighed against the potential for higher defaults. Credit 
quality and balance sheet strength are important in this scenario. 

What to do about value?  

As the historical performance of TMPL suggests, the decade following the GFC was 
a challenging time for value investors. The period was defined by anaemic growth, 
low inflation, and relentless central bank support which drove financial asset prices 
to extremes. With discount rates plummeting, investors were generally rewarded for 
piling into growth and momentum stocks which saw multiples reach levels not seen 
since the dot com bubble.  

Some commentators anticipated that the post-pandemic rally might be the final 
hurrah for these ‘slowflation’ dynamics, as interest rates rose to combat the global 
inflation spike. Value outperformed, clawing back one of the most extreme 
divergences between its growth counterparts in history, boosting returns for 
companies like TMPL, which outperformed its benchmark by almost 50% in the two 
years following the pandemic. Fast-forward to today and growth has staged 
something of a recovery, boosted by the hope of a soft landing and an artificial 
intelligence boom that has seen NVIDA become just the 7th company in history to 
reach the much vaunted trillion-dollar market cap.  

At this stage, it seems far too early to judge if AI really is ‘the new fire’, as one 
excitable proponent exclaimed, or pets.com reincarnated. However, it seems that 
quite a lot has to go right for some companies to live up to their current valuations. 
To illustrate the point, NVIDA currently trades on a price to sales multiple of 40, 
which, to put it in context, would mean that it would need to pay back every single 
dollar in revenue it earns for the next 40 years, at current sales levels, to break even.  

While the debate around the trajectory of interest rates and inflation is ongoing, 
starting valuation remains one of the best predictors of investment returns over time, 

Figure 1: NASDAQ Global Bank Index and MSCI All Countries World Index performance rebased 
to 100 since 1 January 2010 

 
Source: Bloomberg 
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while growth and quality factors have historically been among the worst, according 
to TPL’s managers.  

TMPL’s managers highlight the problem of recency bias, noting that the success of 
growth companies through the 2010s is far and away the exception, and not the rule 
over the long-term. In fact, lowly valued stocks have outperformed their growth 
counterparts in every decade bar two in the last 110 years, with the other previous 
period of outperformance occurring in the 1920s.  

The managers comment that, considering the overwhelming dominance of US tech 
and the excitement factor provided by the likes of AI and cloud software, it is perhaps 
not surprising that some investors seem reluctant to return to the old world of steady, 
reliable earnings generated by sectors such as industrials and banks. However, 
these companies are trading on relative discounts that in many cases have never 
been more extreme. Whilst history does not repeat, it can rhyme, and in the case of 
the TMPL, the managers say that they would much rather be on the right side of it, 
paying a discount for companies still generating huge amounts of free cash flow 
today, than to rely on the Terminator cooking our dinner.  

Asset allocation 

Since our last note (using data from 31 July 2022), the fund’s exposure to financials 
and energy has remained relatively stable. The big change over this period was the 
exposure to the communication services sector, which fell from 17% to 13%. The 
company’s cash position also fell from over 5% to 1%.  

Gearing 

Net gearing was 7.2%, in line with the position at the beginning of the year. 
Management has kept the exposure relative stable over the past 12 months, 
although it did reduce the level earlier in 2022 as market volatility increased.  

Figure 2: TMPL sector distribution as at  
31 May 2023  

Figure 3: TMPL sector distribution as at  
31 July 2022 

  
Source: Temple Bar Investment Trust Source: Temple Bar Investment Trust 
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Top 10 holdings 

Figure 4: Top 10 equity holdings as at 31 May 2023 
Holding Sector % of 

portfolio 
31/05/23 

% of 
portfolio 
31/07/22 

Change 
 

(%) 

As at 31 May 2023 

 Market 
cap £m 

Dividend 
yield (%) 

Centrica Utilities 6.9 5.2             1.7 6,515 3.4 

Marks and Spencer Consumer services 6.9 5.2             1.7 3,777 n/a 

BP Oil & gas 6.6 7.1           (0.5) 79,798 5.2 

Royal Dutch Shell Oil & gas 6.5 7.4 (0.9) 156,048 3.9 

Standard Chartered Financials 5.8 4.9 0.9 18,678 2.1 

NatWest Group Financials 5.6 5.5 0.1 23,738 5.2 

Pearson Consumer services 5.2 4.6 0.6 5,876 2.4 

TotalEnergies Oil & gas 4.7 4.9 (0.2) 112,090 3.8 

ITV Industrials 4.4 n/a n/a 2,845 7.1 

WPP Communication services 4.2 n/a n/a 9,106 4.6 

Total of top 10  56.8 49.4 6.6   

Source: Temple Bar Investment Trust, Bloomberg 

The top 10 holdings make up 57% of the fund. Since our last note, there has been 
two changes to this group with ITV and WPP moving up in the rankings in place of 
Anglo-American and IDS. No new positions have been added to the portfolio with 
the managers instead focusing on rebalancing existing positions. 

BP, Shell, and Total Energies 

BP is the largest energy holding in the Temple Bar portfolio, accounting for 6.6% of 
total assets followed by Shell at 6.5% and further down the portfolio Total Energies 
at 4.7%. Returns have been poor so far this year, possibly weighed down by 
concerns around global growth; however, the managers observe that short-term 
volatility in oil markets is common and say that investors should not distract from 
the structural opportunity that exists in the sector. This appears to be 
underappreciated by investors with earnings and cash flow multiples well below 
historical averages.  

According to their own sensitivity analysis, the companies would be valued at 
roughly 10x earnings assuming an oil price of $60. Brent crude trades at about $70 
at the time of writing and was as high as $120 this time last year, so the managers 
believe that there is a considerable margin of safety built into these prices, and they 
have used this as an opportunity to add to these positions.  

Figure 5: BP share price 
(GBp) 

 
Source: Bloomberg 
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The valuations look even more favourable when compared to those of their North 
American peers. Over the past 30 years, the European oil majors have tended to 
trade at a considerable discount, with the premium enjoyed by the US majors 
justified by higher historical returns on invested capital, which has often been seen 
to indicate superior portfolio competitiveness and resilience. However, with US 
majors outperforming by some 50% over the past three years, this valuation gap 
has widened to historical extremes at the same time as the European companies 
have been able to greatly improve relative profitability.  

This valuation gap has long been a point of contention for investors and 
management alike, particularly given the rapidly improving operational 
performance.  

The managers believe that one explanation for the divergence in fortunes is a lack 
of clarity provided by the Europeans regarding the renewable energy transition. 
Whilst it is certainly possible that this has contributed, they believe that a greater 
focus on renewables in the long run should allow these companies to play both 
sides of the transition, generating profits from structural shortages in oil while also 
future-proofing long-term returns. 

In any case, the recent operational performance has shown that the current 
business model remains very profitable, driving valuations down to historic lows.  

Centrica 

The managers believe that Centrica should benefit from similar tailwinds to those 
driving record returns for the energy majors. The British multinational energy and 
services company supplies gas and electricity to residential, commercial, and 
industrial customers across the UK and Ireland. Managers Ian and Nick say it was 
once their “problem child” and the worst-performing stock in the portfolio, but over 
the last couple of years its fortunes have staged a dramatic reversal. Whilst the 
company is still well below its peak reached prior to the pandemic, shares are up 
more than 50% over the past year, and record profitability driven by the company’s 
energy and trading division has seen earnings multiples fall to half its historic 
average. This valuation may reflect uncertainty about the outlook for energy prices, 
which are fresh of record highs, and the possibility of regulatory impacts; however, 
the managers believe these concerns should be already priced in.   

Ian and Nick also expected that the company should benefit from a significant 
consolidation in energy markets over the last few years, cementing Centrica’s 
position as the leading player in the UK. They believe that given the outlook for 
energy prices discussed on page 3 and the possibility of more short-term volatility 
in both demand and supply, the potential upside here is significant.  

Figure 6: Shell share price 
(GBp) 

 
Source: Bloomberg 

Figure 7: Centrica share 
price (GBp) 

 
Source: Bloomberg 
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NatWest Group 

NatWest is a major retail and commercial bank, primarily focused on the UK 
domestic market, which has outperformed the majority of its peers since the 
beginning of 2022 even as rising bond yields boosted net interest income for the 
banking sector as a whole.  

Along with its improving profitability, the managers believe that the former Royal 
Bank of Scotland is finally leaving behind the more-than-a-decade-long controversy 
of its GFC bailout. Public ownership has fallen from a high of 84% to just 38.6% and 
the company now boasts one of the most stable balance sheets in the sector, which 
the managers say has helped shares reach a slight premium to its peer group (with 
a price to tangible book value of 0.8x). The managers believe that instead of seeing 
this in a bad light on a valuation perspective, investors should view the recent 
performance as vindication of effective management after a generation of 
disappointment.  

As with energy, the UK financial sector trades on a substantial discount to its US 
counterparts with NatWest and its London stock exchange listed peer group trading 
on a median price to tangible book value of around 0.7x, compared to the US banks 
at around 2x. The valuation gap has been a long-term trend, however, over the past 
three years it has started to close, perhaps reflecting the growing resilience of the 
UK banks, which have diversified their deposit bases and are underpinned by a 
stronger regulatory framework than previously.  

Standard Chartered 

Ian and Nick believe that the same fundamental upside exists for Standard 
Chartered, which trades on a discount to NatWest (not to mention the US banks) 
with a price to tangible book value of just 0.6x. With the vast majority of its revenues 
coming from Asian markets, the company’s shares appear to have been weighed 
down as the region as a whole has struggled to recover from the pandemic and 
China’s zero-COVID polices, although this may have helped to insulate it from the 
regional banking crisis that spread through the European and North American 
banking sector.  

Like NatWest, the company has faced difficulties for a long period, weighed down 
by various controversies, including billions of dollars of losses from risky emerging 
market loans which resulted in mass job cuts and a $5bn liquidity injection in 2015. 
This appears to have been a defining moment for the firm, and while financial 
performance was initially very slow to recover, a huge amount of work has gone into 
restructuring operations, and these appear to be finally starting to bear fruit. The 
company’s most recent earnings showed the largest quarterly profit in almost a 
decade, and whilst one analyst noted that ‘’taking credit for better earnings as 
interest rates rise is like an ice cream man taking credit for the sun being out’’, the 
managers believe this result is a clear validation of the company’s long-running 
efforts to improve financial performance and execution. 

While the managers think that the bank remains a ‘show me’ story, it is one of the 
most undervalued banks in Europe. In addition to the valuation, they claim that its 
difficult to replicate footprint in growth markets of Asia and Africa, and an impressive 
revenue base makes it an attractive acquisition target that should put a floor under 
the share price and could provide a significant uplift.  

Figure 8: NatWest Group 
share price (GBp) 

 
Source: Bloomberg 

Figure 9: Standard 
Chartered share 
price (US$) 

 
Source: Bloomberg 
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Marks & Spencer  

TMPL’s managers say that Marks and Spencer stands out as a great example of 
the Temple Bar investment thesis playing out in real time. The retail outfit has long 
been a target for value investors; however, the company has struggled to deliver on 
its potential, with shares seemingly in decline over the past 10 years.  

Still, the manages point out that it has been making progress in what could be 
considered its most ambitious and costly overhaul to date, with 2022 marking the 
midpoint of an eight-year plan to modernise its stores and streamline sales. 
Motivated by a sustained slump in profits and the rapid digitalisation of retail, which 
was drastically accelerated by the pandemic, M&S has trimmed underperforming 
stores, product ranges, and headcount over the past four years. These measures 
have not come cheap, and since 2016 the group has built up over £800m of 
exceptional charges relating to UK store restructuring. The costs are ongoing, but 
already it is starting to see dividends from these investments (both literally and 
otherwise, with the company planning to reintroduce its dividend, which was paused 
at the start of the pandemic). Margins have already jumped well ahead of pre-
pandemic averages, and we have begun to see market share gains, thanks to the 
improving quality and rationalisation of the company’s divisions.  

The market, it seems, may have finally taken notice. The stock is up 52% so far this 
year, comfortably outperforming its peer group and the wider market. The recent 
rally has pushed shares back towards long-term average cash flow and earnings 
multiples (sitting at around 11x and 5x respectively), and Ian and Nick believe that 
investors should see this as vindication of efforts by management to fix what was 
for a long time a company floundering dangerously close to value trap territory. 
Investors are certainly not out of the woods, with the stock still down almost 28% 
over the last five years; but for once, the managers believe they have reason to be 
optimistic.  

Pearson 

Pearson continues the theme within the portfolio of companies reaping the benefits 
of a successful structural overhaul. The education, publishing and assessment 
service for schools and corporations has struggled in recent years, particularly as 
the market for educational material as shifted online. However, we are now in year 
three of new CEO Andy Bird’s tenure and the managers believe the future is 
beginning to look much brighter according. Shares now trade roughly 30% above 
their pre-COVID level, and whilst they remain well below the highs reached in 2015, 
the trajectory is trending upward; so much so that the company was second-best 
performer on the UK index through 2022.  

Investor enthusiasm seems to largely stem from a belief that the company’s existing 
education platform can provide a launchpad for a new, high-growth, high-margin 
disruptor, with management comparing the opportunity to that of a Netflix or Spotify 
in the digital education space, with the additional benefit that the company already 
owns the vast majority of its content, the lack of which has severely limited the 
profitability of other streaming giants.   

The company plans to transition to a subscription-based model that has proved to 
be remarkably lucrative for some of the world’s largest companies such as Microsoft 
and Adobe, and we have seen an almost universal transition to this structure by the 

Figure 10: Marks and 
Spencer share 
price (GBp) 

 
Source: Bloomberg 

Figure 11: Pearson share 
price (GBp) 

 
Source: Bloomberg 
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software industry over the last few years. There is also the potential for additional 
upside as Pearson shifts its focus from low-margin physical copy to a more lucrative 
digital offering.  

Unlike the majority of the other holdings in the portfolio, which are undervalued due 
to investor uncertainty or prevailing market conditions, the managers believe 
Pearson’s current operations are reasonably priced by the market. However, they 
feel that this does not reflect the potential upside of the digital educational offering, 
which they say has been given further vindication by two separate private equity 
approaches over the past year.  

IDS/Royal Mail 

British postal service Royal Mail Group has been a long-term favourite of TMPL’s 
managers, although shares in the company have been steadily trending downward 
for more than a decade. This trend has been interspersed with several monumental 
rallies, highlighting the difficulties investors have had valuing the company as a 
whole. Most recently, shares rallied almost 400% from the trough of the pandemic 
to the middle of 2021 as the company benefitted from consumption shifts from 
services to goods. Investors piled in as free cashflow for the company soared, 
allowing management to drive capex to improve distribution services and 
operational efficiencies.  

Fast-forward 12 months, and its shares have plunged as pandemic induced 
tailwinds have slowed while the company has faced a raft of issues including strikes 
(which cost the company over £200m during FY2022), dramatic inflation-driven cost 
increases, and a significant cyber-attack. Collectively, these issues have dragged 
Royal Mail into a profitability hole from which they are not expected to escape until 
2025.  

While it may appear difficult to paint a rosy picture given these challenges, prior to 
the pandemic, Royal Mail was generating consistent top line growth, EBITDA 
margins in the mid-to-high single digits, and a generous dividend. This all came at 
a multiple well below market, which has fallen further as shares have collapsed. So, 
despite the considerable challenges the company is facing in the short term, the 
managers believe the underlying fundamentals remain attractive.  

In addition, the kicker for TMPL’s managers is the quality of the company’s higher-
margin international business, GLS, which, so far, appears to have remained 
insulated from the turmoil currently surrounding the UK-focused Royal Mail. The 
company continues to generate strong margins and TMPL’s managers think that its 
standalone value is greater than the stock market valuation of the entire group. As 
Ian and Nick have noted, the stock market has therefore placed a substantial 
negative valuation on Royal Mail, even though it is the leader in the UK parcels 
market and has significant surplus property that can be sold off over time.  

Given the struggles faced by Royal Mail, management is open to separate the two 
businesses to avoid valuation leakage, and they expect that a formal separation 
should throw a spotlight onto the very significant under-valuation of the group’s 
shares.  

Figure 12: IDS share price 
(GBp) 

 
Source: Bloomberg 
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ITV  

ITV’s shares trade at an almost 50% discount to historical averages. The company 
is divided across its broadcasting and studios businesses, and while revenue growth 
from advertising has remained robust and the group’s normalised earnings are 
expected to produce a cashflow yield of around 15%, Ian and Nick believe that the 
upside appears to be driven by the studio business, which is one of the largest 
producers in Europe and has long been considered an acquisition target.  

Management has appeared reluctant to spin off the production arm, which some 
commentators believe is worth more than the parent company itself. However, given 
the trajectory of the company’s shares, which have fallen 75% since 2015, the 
managers believe that a shakeup is needed and that a transaction of this scale could 
help reset expectations and provide a considerable windfall for investors.  

Performance 

As noted on page 1, Temple Bar has comfortably outperformed the benchmark 
Index since managers Ian and Nick took over the portfolio in November 2020, with 
a total return of 77% compared to 42% for the index. Whilst the fund benefitted from 
the global rotation away from growth into value, stock selection has boosted returns, 
even over the relatively short period of time that the managers have been in charge. 
Over the past year, substantial positions in Centrica, Marks and Spencer, NatWest 
and BP have led the way in terms of relative performance. 

The fund has also outperformed the benchmark year to date despite the heavy 
allocation to sectors which have struggled as flows revert towards growthier sectors 
of the market.  

Figure 13: ITV share price 
(GBp) 

 
Source: Bloomberg 

Figure 14: Temple Bar NAV relative to MSCI UK and MSCI UK Value (sterling TR) to 31 May 2023 

 
Source: Morningstar, Marten & Co  
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Longer term, TMPL has been one of the worst-performing stocks in its peer group 
(See Figure 17 on page 15), with the previous manager targeting a deep-value 
strategy in the decade following the GFC, which was dominated by a preference by 
investors for growth and momentum.  

Figure 15: Total return performance over periods ending 31 May 2023 
3 months 

(%) 
6 months 

(%) 
1 year 

(%) 
Manager 

tenure1 (%) 
3 years 

(%) 
5 years 

(%) 

TMPL share price (5.3) 2.0 0.6 77.9 71.4 2.7 

TMPL NAV (8.6) 4.8 (0.6) 71.8 57.2 3.9 

MSCI UK (2.2) 2.0 4.1 55.1 42.5 18.7 

MSCI UK Value (5.4) (1.0) 0.7 66.2 49.5 7.3 

Source: Morningstar, Marten & Co. Note: 1) The performance of the manager is calculated from 1 November 2020 when Redwheel took control of TMPL’s 
portfolio. 

Peer group 

TMPL is one of 20 funds in the AIC’s UK equity income sector. With a market cap 
of £685m, it is one of the larger funds within the peer group and this is a factor in its 
competitive ongoing charges ratio. At 0.54%, it is the fifth-lowest in the sector and 
is below the sector median of 0.67%.  

Discounts have continued to widen since our last note and there has been marked 
volatility in both markets and investment trust discounts, arguably reflecting both 
rising interest rates and an increasing prospect of recession. TMPL has not been 
immune to this (See Figure 19 on page 17).  

Interestingly, despite its strong value bias, TMPL’s discount continues to be towards 
the wider end of its peer group. The same is true for the dividend yield, although 
reflecting softening share prices across the sector, the broad trend has been one of 
rising yields since we last wrote.  
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Figure 16: Snapshot of UK equity income sector as at 15 June 2023 
 Market cap 

(£m) 
Premium/(discount) 

(%) 
Yield 

(%) 
Ongoing charges 

(%) 

Temple Bar Investment Trust  685 (6.3) 4.16 0.54 

abrdn Equity Income 152 (0.5) 7.13 0.86 

BlackRock Income and Growth  39 (10.1) 3.88 1.18 

Chelverton UK Dividend Trust 36 2.36 7.03 2.03 

CT UK Capital and Income 318 (3.4) 3.9 0.59 

CT UK High Income Trust  71 (7.3) 6.56 1.02 

Diverse Income Trust 301 (5.8) 4.62 1.05 

Dunedin Income Growth  436 (4.6) 4.46 0.64 

Edinburgh Investment Trust  1,082 (7.7) 3.99 0.52 

Finsbury Growth & Income  1,836 (4.8) 2.05 0.6 

Invesco Select Trust  111 (13.2) 4.39 0.74 

JPMorgan Claverhouse 399 (5.1) 5.16 0.7 

Law Debenture Corporation 1,043 1.07 3.82 0.49 

Lowland Investment Company  327 (9.6) 5.04 0.6 

Murray Income Trust  965 (7.0) 4.25 0.48 

Schroder Income Growth Fund  212 (0.3) 4.33 0.74 

Shires Income 78 (0.9) 5.6 1.17 

The City of London Investment 
Trust  

2,014 1.74 5.19 0.37 

The Merchants Trust  815 0.75 4.96 0.56 

Troy Income & Growth Trust 178 (2.3) 2.85 0.89 

Peer group median 306.9 (4.7) 4.2 0.67 

TMPL rank 8/20 14/20 14/20 5/20 

Source: Morningstar, Marten & Co 
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Figure 17: Total return performance over periods ending 31 May 2023 
 3 months 

(%) 
6 months 

(%) 
1 year 

(%) 
Under 

Redwheel (%) 
3 years 

(%) 
5 years 

(%) 

Temple Bar (8.6) 0.1 (0.6) 71.8 57.2 1.7 

abrdn Equity Income Trust (9.9) (8.5) (11.8) 33.3 27.2 (13.5) 

BlackRock Income and Growth  (3.0) 3.2 3.1 41.4 32.8 15.5 

British & American  (32.0) (7.9) 43.8 6.7 9.9 (6.7) 

Chelverton UK Dividend Trust  (8.7) (0.0) (8.7) 56.8 52.8 (11.1) 

CT UK Capital & Income  (2.7) 4.3 (0.1) 42.4 35.9 11.7 

CT UK High Income  (2.4) 2.0 (0.1) 28.7 21.1 4.6 

Diverse Income Trust  (7.7) (4.5) (15.6) 11.3 12.7 2.2 

Dunedin Income Growth (0.5) 5.9 6.2 31.8 27.4 31.0 

Edinburgh Investment  (3.2) 4.9 6.5 60.5 53.3 14.9 

Finsbury Growth & Income  (0.3) 1.4 9.3 24.5 17.5 25.1 

Invesco Select UK equity (3.5) 2.3 (2.5) 44.2 41.1 16.4 

JPMorgan Claverhouse  (5.2) (0.4) 0.6 42.7 38.9 9.3 

Law Debenture Corporation  (4.3) 4.7 2.8 68.1 66.0 41.0 

Lowland  (5.5) 4.4 0.9 54.9 49.1 3.4 

Murray Income Trust (1.5) 2.9 2.5 34.0 29.0 29.8 

Schroder Income Growth  (5.0) 2.2 (1.6) 46.0 40.9 14.7 

Shires  Income (6.9) (1.1) (3.5) 29.6 26.3 15.8 

Merchants Trust Ord (6.5) 0.4 (0.6) 85.5 69.7 30.6 

Peer group median (4.7) 1.7 (0.1) 41.9 34.4 13.2 

TMPL rank 17/20 14/20 12/20 2/20 3/20 17/20 

       

Source: Morningstar, Marten & Co 

Dividend 

TMPL pays dividends quarterly. For a given financial year ending 31 December, the 
first dividend is paid in June with the second, third and fourth dividends paid in 
September, December and March respectively. As touched on in our last note, the 
company's income account has been more robust than had been expected. As a 
result, the company paid out a total dividend of 9.35p per share for the year ended  
31 December 2022, an increase of 18.4% over the 2021 level. The 2022 dividend 
was fully covered by earnings during the year.  

The board has also noted that it is confident the dividend will increase from this level 
over time, and declared on 9 May its first interim dividend for the year ending  
31 December 2023 of 2.3p per share. This represents a 12% increase from the first 
interim dividend paid in 2022. As at June 22, TMPL had a TTM yield of 4.16%. 



 

 

 

 

 

Update  |  26 June 2023 16 

Figure 18: TMPL’s recent dividend record for accounting years 
ending 15 June 2023 

 
Source: Temple Bar Investment Trust 

During 2020 the trust cut its dividend to rest the level of payouts. During this period, 
revenue per share fell well short of the dividend paid, and the balance was met from 
revenue reserves. At 31 December 2021, the trust’s revenue reserve stood at 
£11,708,000 and by 30 June 2022, this had fallen to £11,442,000. This has since 
recovered and as of 31 December 2022, the company had distributable revenue 
reserves of £13,381,000, which is equivalent to 4p per share. The distributable, 
realised capital reserve stood at £552,339,000.  

Premium/(discount) 

Over the 12 months ended 31 May 2023, TMPL’s shares moved to trade between 
a discount of 9.5% and a premium of 0.7%, averaging a discount of 5.7%. At 22 
June 2023, TMPL was trading on a discount of 5.6%. 

TMPL’s discount has been volatile, but narrowed after Redwheel’s appointment and 
narrowed again as evidence built that the new strategy was feeding through into 
improved relative returns.  

At each AGM, the board asks shareholders for permission to buy back and issue 
shares within the usual parameters. Repurchased shares are held in treasury.  

The board and investment manager closely monitor both significant trading activity 
and movements in the share price. As of 1 June 2023, the issued share capital of 
the company was 334,363,825 ordinary shares, of which 29,836,862 are held in 
treasury. During the 2022 financial year, the company purchased 10,896,039 
shares for a total consideration of £25.9m, or around 3% of the total issued share 
capital. Over the first six months of 2023, the company had purchased a further 
13,295,423 ordinary shares. 
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Fund profile 

TMPL aims to provide growth in income and capital to achieve a long-term total 
return greater than its benchmark (the FTSE All-Share Index), through investment 
primarily in UK securities. The company’s policy is to invest in a broad spread of 
securities with typically the majority of the portfolio selected from the constituents of 
the FTSE 350 Index. 

Co-managers Nick Purves and Ian Lance aim to rotate the portfolio into those 
companies which they believe are available at a significant discount to intrinsic 
value. This involves buying the shares of attractively valued, out-of-favour 
companies and holding them for the long term until their share prices more 
appropriately reflect their true value, or until even more attractive ideas present 
themselves.  

For 18 years, TMPL was managed by Alastair Mundy, who was head of the Value 
Team at Ninety One UK. He stepped down as manager in April 2020, and on  
23 September 2020 the board announced that it had selected RWC Asset 
Management (which rebranded as Redwheel in 2022) as TMPL’s new investment 
manager. Redwheel took on responsibility for the portfolio with effect from  
1 November 2020, with Nick and Ian named as co-managers. They have over 50 
years’ experience between them and have worked together for more than 13 years. 
The two co-manage over £3bn of assets across a number of income funds. As of 
July 1 2023 TMPL’s AIFM will transfer from Link Fund Solutions to Frostrow Capital.  

 

Figure 19: TMPL discount over five years ended 31 May 2023 

 
Source: Morningstar, Marten & Co 
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Previous publications 

Readers interested in further information about TMPL – such as investment 
process, fees, capital structure, life and the board – may wish to read our annual 
overview Time to shine, published on 31 August 2022, as well as our previous notes 
(details are provided in Figure 20 below). You can read the notes by clicking on 
them in Figure 20 or by visiting our website. 
 

Figure 20: QuotedData’s previously published notes on TMPL 
Title Note type Date 

Keeping faith Initiation 23 September 2020 

Just getting started Update 23 April 2021 

No compromise Annual overview 8 December 2021 

Time to Shine Annual overview  31 August 2022 

Source: Marten & Co 
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