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Dear investor,

Welcome to the latest issue of Temple Bar’s quarterly
newsletter.

Inthisissue’sfeature article, lan Lance explores why gloomy
media headlines can often be a poor guide to long-term
investment outcomes - and why periods of widespread
pessimism can, in fact, create opportunity rather than
destroyit.

We also provide below details of some recent award wins
and further positive media coverage, including coverage
of the fifth anniversary of Redwheel’s appointment as
investment managers to the trust.

Thank you foryour continued support

Think value investing,
think Temple Bar.

TEMPLE BAR

Investment Trust Plc
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INVESTING
THROUGH
THE PESSIMISM

By lan Lance, co-portfolio manager

Every time | visit my mother, she asks me why the stock
market is doing so well when the current government
appears determined to hamper the economy by raising
taxes, increasing the cost of employing staff, driving
up energy prices or just generally getting in the way of
business by adding layers of bureaucracy and regulation.
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Isuspectsheisnotaloneinwondering this. Many Temple Bar shareholders
may feel the same unease, with political and economic headlines
remaining relentlessly gloomy. The purpose of this letter, therefore,
is toexplain why such headlines can often be a poor guide to long-term
investment outcomes - and explore why periods of widespread
pessimism can, in fact, create opportunity rather than destroy it.

Macroeconomic forecasting is not a reliable

investment strategy

Very few investors can predict with confidence when recessions will
occur, how severe theywill become or how long they will last. The same
is true of monetary policy. Accurately forecasting changes in central
bank behaviour, and then successfully judging how markets will respond
to them, is extraordinarily difficult.

If perfectforesight were reliably achievable, macroeconomic forecasting
would be a powerful investment tool. In practice, thisis rarely possible.
Warren Buffett famously advised against it as an investment strategy
and advocated exploiting the over-reaction of others to the swings of
the economic cycle.

“We will continue to ignore political and economic forecasts
which are an expensive distraction for many investors and
businessmen. Thirty years ago, no one could have foreseen
the huge expansion of the Vietnam War, wage and price
controls, two oil shocks, the resignation of a president, the
dissolution of the Soviet Union, a one-day drop in the Dow of
508 points, or treasury bill yields fluctuating between 2.8%
and 17.4%. But surprise: None of these blockbuster events made
even the slightest dent in Ben Graham’s investment principles.
Nor did they render unsound the negotiated purchases of fine
businesses at sensible prices. Imagine the cost to us, if we had
leta fear of unknowns cause us to defer or alter the deployment
of capital. Indeed, we have usually made our best purchases
when apprehensions about some macro events were at a peak.
Fearis the foe of the faddist, but the friend of the fundamentalist.”

Source: Warren Buffett, Berkshire Hathaway Letterto Shareholders,
March 1995
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Economic events impact share prices more than
fundamentals

We believe that our ability to add value asinvestors comes fromfocusing
onwhere acompany’s profits are likely to be over the long term (five
ormoreyears), rather than the short-term earnings momentum that
most otherinvestors prioritise (often just the next quarter). When we
buy equity in a business, we are buying a share of a very long-term
stream of future cashflows. From that perspective, a temporary
reduction in profits over a year or two does very little to alter the
long-run intrinsic value of that business.

Chart 1: four earnings per share scenarios
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Aswe explored in our January 2022 newsletter, this can beillustrated
using a simple net present value (NPV) analysis, which shows how
different earnings outcomes affect a company’sintrinsic value. As

shown in charts one and two below, the key point is that temporary

earnings declines typically have a surprisingly modestimpact on
long-termvalue, provided the underlying earnings power of the business
remains intact.

Evenin a severe recession scenario, where profits are sharply reduced
fora period, the impact on intrinsic value is limited. It is only when
earnings suffer permanentimpairment, and fail to recoverto priorlevels,
that long-term value is significantly affected.
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Source: Redwheel as at 28 February 2022. Forecasts and estimates are based upon subjective assumptions about circumstances and events that may not yet have
taken place and may never do so. No investment strategy or risk management technique can guarantee returns or eliminate risks in any market environment.

Chart 2: Impact of recession scenarios on fair value

£0.90

M Value years 1-5
M Terminal value

£0.82

£0.80

£0.80

£0.70

£0.60

£0.50

£0.40

£0.30

£0.20

£0.10

£0.00
Uninterrupted growth

Mild recession

£0.73

£0.48

Deep recession Permanent impairment

Source: Redwheel as at 28 February 2022. Forecasts and estimates are based upon subjective assumptions about circumstances and events that may not yet have
taken place and may never do so. No investment strategy or risk management technique can guarantee returns or eliminate risks in any market environment.

Despite this, many investors have a tendency towards extrapolation
and over-reaction to short-term news flow and earnings trends. In
doingso, they can create the very mis-pricings thatlonger-term investors
like us are seeking to identify and capture.
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The difference between investment and
speculation

Inessence, thisdistinction explains the difference between
investment and speculation. Aninvestor recognises that
buying equity means owning a share of a long stream of
future cashflows and seeks to take advantage of situations
where share prices fall well below a conservative estimate
ofintrinsic value. Fromthis perspective, a period of weaker
earnings does not normally alter the long-term value of
a business materially.

Aspeculator, by contrast, is trying to guess where share
prices are going over the next few weeks and, hence, is
playing John Maynard Keynes’s famous ‘beauty contest’
-seekingto anticipate how others will feel about these
stocks in afew weeks’ time. The problem with thisapproach
isthat sentiment can be a fickle mistress and can change
quickly and unpredictably.

“The most realistic distinction between the investor
and speculator is found in their attitude toward
stock-market movements. The speculator’s primary
interest lies in anticipating and profiting from market
fluctuations. The investor’s primary interest lies
in acquiring and holding suitable securities at
suitable prices.”

Source: Benjamin Graham, The Intelligent Investor, 1949

Valuation, mispricing and where opportunity
may lie

Periods of heightened economic uncertainty often lead
investors to favour perceived stability and short-term
predictability over longer-term value. When headlines are
gloomy, many market participants gravitate towards
companies whose earnings appear moreresilient, even if
thatresilienceis already fully reflected in valuations.

Atthe same time, businesses whose profits are more
sensitive to the economic cycle are frequently marked
down aggressively, regardless of their long-term prospects.
This explains why several stocks in the portfolio, including
media businesses WPP and ITV, are trading on 4-7%
dividendyieldsand low price-to-earnings ratios (P/E). These
valuations reflect the fact that most investors would
currently rather sell these stocks than buy them.

We alsoinclude below a measure of price-to-normalised-
earnings (P/NE), which reflects our assessment of a
company’s underlying earnings power in a more typical
year. Thisisimportant because, as explained earlier,
near-term earnings can be depressed in a downturn,
making conventional P/E ratios appear misleadingly high.
Lookingthroughthis allows us to identify businesses whose
long-term value - unaffected by the shorter-term earnings
impact - is being under-appreciated by the market.

Company % weight P/E P/NE Yield
Johnson Matthey 5.4 16.3 8.9 3.7
Shell 4.5 114 9.6 3.9
BT 4.5 10.6 6.6 4.5
NatWest 4.4 10.2 11.4 4.9
WPP 4.3 54 3.6 6.6
NN 4.0 114 10.4 5.6
BP 3.9 11.8 58 5.6
[TV 3.9 10.4 6.3 6.0
Aviva 3.9 12.8 11.8 5.7
Marks & Spencer 35 14.2 8.3 1.4

Source: Bloomberg / Redwheel. Portfolio weights as at 31 December 2025. Valuation
estimates as at 13 January 2026. Forecasts and estimates are based upon subjective
assumptions. No investment strategy or risk management technique can guarantee
returns or eliminate risks in any market environment. Portfolio holdings are subject
to change at any time without notice.

Thisvaluation gap is not a coincidence. It reflects the behavioural tendencies
described earlier - extrapolating short-term weakness, over-reacting to uncertainty
and paying a premium for perceived stability. As Keynes observed nearly a century
ago, itis precisely these fluctuations that create opportunities for patient, disciplined
investors willing to look beyond the prevailing mood.

“It is largely the fluctuations which throw up the bargains and the
uncertainty due to the fluctuations which prevents other people from
taking advantage of them.”

Source: John Maynard Keynes, General Theory of Employment, Interest and
Money, 1936

Conclusion: discomfort, discipline and continued opportunity
Periods of heightened uncertainty tend to magnify short-term share price movements
far more than they alter the long-term prospects of businesses. When investors allow
media headlines and market sentiment to dominate their thinking, valuations can
become disconnected from underlying fundamentals. We believe that for those
willing to remain focused on long-term value, this divergence is not a threat - it’s
an opportunity.

We understand that owning or buying cyclically-exposed businesses today may
feeluncomfortable. Yet it has been our experience that it is precisely this discomfort
that creates the conditions for long-term outperformance. As another very talented
investor once said to me, “Some of my greatest investments made me feel physically
sick at the time | put them on”.

In one of his regular investment memos, Howard Marks, co-founder and now
co-chairman of Oaktree Capital, makes the same point:

“Most great investments begin in discomfort. The things most people feel
good about — investments where the underlying premise is widely
accepted, the recent performance has been positive, and the outlook is rosy
— are unlikely to be available at bargain prices. Rather, bargains are usually
found among things that are controversial, that people are pessimistic
about, and that have been performing badly of late.”

Source: Oaktree Capital, April 2014

Despite the headlines, recent performance has been rewarding for Temple Bar
shareholders, but this has not removed the opportunity set that our disciplined,
valuation-led investment approach seeks to capture. Indeed, if anything, today’s
pervasive economic pessimism may be helping to lay the foundations for the next
leg of performance for patient UK investors to enjoy, as short-term anxiety once
again creates long-term opportunity.

Thank you foryour continued support.
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Other news

Recent
awards

We are delighted to share the news that Temple Bar has Investor Meet Company

won a series of awards in recent months, as detailed below Pl' es entati on

Best UK Equity Income Trust

- Citywire Investment Trust Awards In October, lan Lance presented on the Investment Meet

UK Income Company platform, offering investors a recap of the Temple Bar
— Investment Week / AIC Investment Company of the Year Awards investment strategy and its recent progress. You can watch the full

T T presentation by following the link below. ...

—Investors’ Chronicle Celebration of Investment Awards
Best UK Investment Trust E E
—Quoted Data’s Investors’ Choice Awards

Best UK Equity Trust
- UK Investor Magazine’s Annual Awards

R

Thanks to everyone who voted and congratulationstoallinvolved.

New research from Quoted Data [ . voe oo

Earlierthis month, Quoted Data published a new research note
on Temple Bar, exploring the ongoing attractions of the
investment case...

"The managers focus only on investing in companies
with clear potential to increase shareholder value. In
2025, a more positive mood towards the UK market, £747.08m  11.41%
where TMPL has 70% of its assets, helped performance. g —
Ian [Ian Lance] and Nick [Nick Purves] still see the UK as

undervalued and continue to find companies trading
below their real value. They are optimistic that TMPL’s
strong performance can continue into 2026 and beyond.

Latest snapshot

Follow the QR code to read the full note."

Please do feel free to browse the website for other useful information

aboutthe current shape of the Temple Bar portfolio, and how it has
been performing. You can also follow us on LinkedIn for regular

0000000000 alerts on new content and views from the portfolio managers.

(1]
es0e000000 We remain open to your feedback on all matters relating to the
trust. Please feel free to email us at TempleBar@Redwheel.com
or by any of the other means of contacting us that are detailed on
our website.

Yours sincerely,

The Temple Bar Team
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Temple Bar
in the news

Positive media coverage of the
Trust continued through the
last few months of 2025, with
Ian and Nick contributing to a
range of publications. A curated
selection from this coverage is
provided below.

Temple Bar: the return from experts in
holding their nerve
- ThisisMoney

Temple Bar the first five years under
Redwheel
- Citywire

How to harness the power of dividends
—MoneyWeek

Three investment trusts that will defy
the Budget gloom
- ThisisMoney

Three solid British stocks going cheap
—MoneyWeek



The Temple Bar portfolio

Data as 31 December 2025

Top 10 equity holdings (%)  Financial data

: Gross Assets £1,1442m
Johnson Matthey Materials 5.4 Share price (p) 378.50
Shell Energy _ 45 NAV(p) (cumincome, debtat mkt)* 37334
BT Communications 4.5  Premium/(Discount), Cumincome (%)* 14
NatWest Financial 44  Historicnetyield (%) 38
WPP Communications 43  Netgearing(%)" 33
NN e ——— 4.0 *Calculated with debt at fairvalue
BP Energy 3.9  Dividend history
TV Communications 39 Type Amount (p) XDdate Paydate
Aviva Financials 3.9  3rdinterim-2025 3.75 201125  30.12.25
Marks & Spencer Consumer Staples 35 2ndinterim-2025 3.75 21.0825  26.09.25
Total 423  lstinterim-2025 375 290525  27.0625

4thinterim-2024 3.00 06.03.25 02.04.25

Sector analysis (%)* Performance (total return)

Past performanceis not a guide to future performance. The value

Bnantals ofinvestments and the income from them may fall as well as rise
andis not guaranteed; an investor may receive back less than the
G ik original amountinvested. This Company may not be appropriate
IINICLLOLS forinvestors who plan to withdraw their money within the short
7 tomedium term.
Consumer Discretionary

Cumulative returns (%)
Share NAV FTSE
price All-Share
Marsrals 1month 26 24 22
3months 7.1 6.6 64
3year 94.7 80.3 46.5
e Pl Syear 1421 1267 739
10year 169.7 146.0 1234
oy Since 30.10.2020 2332 199.7 103.7

Industrials Rolling 12 month returns (%)

Share NAV FTSE
Uit price All-Share
31.12.24-31.12.25 453 33.9 24.0
31.12.22-31.12.23 125 12.3 79
Cash & equivalents 31.12.21-31.12.22 36 0.9 03
31.12.20-31.12.21 20.0 246 183

* Exposures expressed as a % of the gross assets (investments plus cash) ofthe Company.  Performance, price and yield information is sourced from
Frostrow Capital LLP.

Importantinformation

Past performance is not a guide to the future. The price of investments and the income from them may fall as well as rise and investors may
not get back the full amount invested. Forecasts and estimates are based upon subjective assumptions about circumstances and events
that may not yet have taken place and may never do so.

No investment strategy or risk management technique can guarantee returns or eliminate risks in any market environment. Nothing in this
document should be construed as advice and is therefore not a recommendation to buy or sell shares. Information contained in this
document should not be viewed as indicative of future results. The value of investments can go down as well as up.

This articleis issued by RWC Asset Management LLP (Redwheel), in its capacity as the appointed portfolio manager to the Temple Bar Investment
Trust Plc. Redwheelis authorised and regulated by the UK Financial Conduct Authority and the US Securities and Exchange Commission.

The statements and opinions expressed in this article are those of the author as of the date of publication.

Redwheel mayactasinvestment manageroradviser, orotherwise provide services, to more than one product pursuingasimilarinvestment
strategy orfocusto the product detailed in this document. Redwheel seeks to minimise any conflicts of interest, and endeavoursto act atall
timesin accordance with its legal and regulatory obligations as well as its own policies and codes of conduct.

Thisdocumentisdirected only at professional, institutional, wholesale or qualified investors. The services provided by Redwheel are available only to such
persons. Itis notintended for distribution to and should not be relied on by any person who would qualify as a retail or individual investorin any jurisdiction
orfordistributionto, oruse by,any person orentityinanyjurisdiction where suchdistribution or usewould be contraryto local law or regulation.

The information contained herein does not constitute: (i) a binding legal agreement; (ii) legal, regulatory, tax, accounting or other advice; (i) an offer,
recommendation orsolicitation to buy orsellsharesinany fund, security,commaodity, financialinstrument orderivative linked to, or otherwise included
ina portfolio managed oradvised by Redwheel; or (iv) an offer to enterinto any other transaction whatsoever (each a Transaction). No representations
and/orwarranties are made that the information contained herein is either up to date and/oraccurate and is not intended to be used or relied upon by
any counterparty, investor or any other third party. Redwheel bears no responsibility for your investment research and/or investment decisions and
you should consult yourown lawyer, accountant, tax adviser or other professional adviser before entering into any Transaction.

Phone: +44(0)371384 2432

Broker helpline: +44 (0)906 559 6025 TEMPLE BAR

templebar@redwheel.com
templebarinvestments.co.uk Investment Trust Plc



