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Establishment Investment Trust plc
REVIEW

The share price rose by 1.0% in March while the Net Asset Value advanced
by 5.1%. The MSCI AC Asia ex Japan Index climbed 2.2%, the MSCI AC World
Index rose 0.2% and the FTSE WMA Balanced Index gained 0.8%.

For the Company's financial year to 31st March 2017 the share price rose
37.4% while the Net Asset Value climbed 27.8%. In comparison, the FTSE
WMA Balanced Index advanced 19.5%, the MSCI Asia ex Japan Index gained
34.8% and the MSCI AC World Index rose 32.0%.

A year of solid progress for the Company in its 15th year, although the
discount - which stood at 25% at year end - remains disappointingly large.

All figures above are total return and in sterling terms. Source: Bloomberg.

SRI LANKA - HOLIDAY HERE FAST

Sri Lanka has had a tough ride in recent times. Over 80,000 people died
during the civil war (1982-2009) while the 2004 tsunami claimed a further
40,000 lives. These are sizeable numbers for a relatively small country
(population circa 20mn) and, at first glance, the macro backdrop appears
very weak. The trade account deficit stands at a little over 10% of GDP, the
budget deficit is running at 5-6% primarily due to the narrow tax base (13%
of GDP), government debt stands at 75% of GDP, foreign exchange reserves
stretch to just four months of imports and the currency is on a weakening
trend. Little wonder perhaps that Moody's (B+) and S&P (B1) have the
country on negative watch. This somewhat stark macro snapshot, and the
small and illiquid nature of the local equity market, best explain why
investors continue to shun the country (foreigners own just 4% of issued
government securities).

Shareholders might be surprised, therefore, to learn that we departed Sri
Lanka extremely upbeat and excited by the likely development path of this
beautiful country over the next decade and beyond. We note that the IMF
recently commended the authorities for “strong efforts in implementing
their IMF-supported economic reform program with all fiscal quantitative
targets through end-December being met” (the most significant step has
been the recent increase in VAT from 11% to 15%) and further note that
Fitch (B+) recently lifted their outlook from negative to stable. Our optimism
rests on three factors.

Sri Lanka - Tourist arrivals 1982-2016

Source: John Keells Holdings

The first is tourism. After twenty five years of stagnation, tourist arrivals have
compounded at 24% per annum since the end of the civil war (see chart). The
two million arrivals per annum are, however, little more than a rounding error
compared to comparable destinations such as Thailand (30mn) and Malaysia
(26mn). Needless to say, the fastest growing arrivals are from China and India
(both circa 15% of total). Growth prospects are simply excellent. Tourism
earnings are projected to reach $4bn in 2017, almost 5% of GDP. We would
expect these to double over the next 3-4 years and become a more important
source of foreign exchange earnings than the $7.5bn annual remittances by Sri
Lanka’s one million overseas workers.

The second is the huge impact of Chinese investment into the local economy,
part of China’s OBOR initiative. As part of the Sri Lankan government's $40bn
plan to redevelop the country's capital, the Chinese are undertaking a 450 acre
reclamation next to Colombo Port. Construction of the Colombo International
Financial City will begin in late 2019. Further south, Chinese investors are
planning to invest $5bn developing a 1,235 acre industrial zone in Hambantota
creating 100,000 jobs. Foreign Direct Investment, which peaked at $1.5bn (2%
of GDP) in 2014, is likely to soar over the next few years.

Last but not least is the high quality and low valuation of the majority of listed
companies. Generally speaking, corporate governance is excellent and blue
chips, such as John Keells, trade on low double digit earnings multiples while
offering yields of 4% plus. Liquidity, as previously mentioned, is an issue but
this is simply informing the long-term investor that the market is trading at the
wrong price. Your Company already has indirect exposure via Siam City
Cement, which purchased the leading local cement producer last year, and has
now established a modest position in Singer Sri Lanka, a leading retailer of
household goods and consumer products.

REGIONAL TRADE - ON THE UP

We ended last month's commentary noting that trade trends were improving.
Renewed growth in global trade is being driven by Asia and emerging markets.
India, Korea, Taiwan, Indonesia and Singapore all recorded double digit y-o-y
growth in exports in the first two months of 2017. Despite the December 2016
reduction in government tax incentives, total Chinese auto sales rose 13.1% y-
o-y in the first two months of 2017.

OUTLOOK

Minth Group and Samsonite rose 26.6% and 19.8% respectively last month
following the release of strong 2016 results and upbeat commentary from
management. Sands China gained 10.9% as Macau gaming revenues continue
to recover while HDFC rose 12.9% as investors continue to digest the
implications of the Indian government's significant expansion of home building
subsidies.

As always, there is a lot going on in Asia and the vast majority of it is good.
Your investment manager remains optimistic and hopes to build on recent
progress in the financial year that lies ahead.
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LISTED EQUITIES SECTOR 95.1%

BATS UK CONSUMER STAPLES 5.4%

SAMSUNG ELECTRONICS KOREA TECHNOLOGY 4.6%

TSMC TAIWAN TECHNOLOGY 4.2%

IMPERIAL BRANDS UK CONSUMER STAPLES 4.0%

MINTH GROUP CHINA CONSUMER DISCRETIONARY 4.0%

ZEE ENTERTAINMENT INDIA COMMUNICATIONS 3.7%

ITC INDIA CONSUMER STAPLES 3.7%

HDFC INDIA FINANCIAL 3.6%

SAMSONITE CHINA CONSUMER DISCRETIONARY 3.4% Market Data

UNILEVER UK CONSUMER STAPLES 3.1% Share Price 200.25p

SANDS CHINA CHINA CONSUMER DISCRETIONARY 3.1% Net Asset Value 263.05p

GLAXOSMITHKLINE UK HEALTH CARE 2.9% Premium / (Discount) (23.9%)

NATIONAL GRID UK UTILITIES 2.8% Shares Outstanding (mn) 20.0

AYALA LAND PHILIPPINES FINANCIAL 2.5% Market Capitalisation (mn) £40.1

SIAM CITY CEMENT THAILAND MATERIALS 2.3% Historic Yield (incl special div)˄ 4.5%

UNI-PRESIDENT TAIWAN CONSUMER STAPLES 2.3% Ongoing Charges 1.3%

KT CORP KOREA COMMUNICATIONS 2.2% Listed London Stock Exchange

SUN ART RETAIL CHINA CONSUMER STAPLES 2.2% Bloomberg Ticker ET/ LN <Equity>

SHINHAN FINANCIAL KOREA FINANCIAL 2.2% ISIN GB0031336919

LAND & HOUSES THAILAND CONSUMER DISCRETIONARY 2.0% Website www.blackfriarsam.com

CHINA COMMUNICATIONS CHINA INDUSTRIALS 2.0%

IJM CORP MALAYSIA INDUSTRIALS 1.9% Investment Manager

AYALA CORP PHILIPPINES FINANCIAL 1.8% Blackfriars Asset Management Ltd

ASTRA INTERNATIONAL INDONESIA CONSUMER DISCRETIONARY 1.8% 9 Cloak Lane

JOHNSON ELECTRIC CHINA INDUSTRIALS 1.6% London Telephone

SINGER SRI LANKA SRI LANKA CONSUMER DISCRETIONARY 1.6% EC4R 2RU +44 (0) 20 7332 2270

ALIBABA CHINA TECHNOLOGY 1.5% Administrator

TENCENT CHINA TECHNOLOGY 1.0% Praxis IFM Fund Services (UK) Limited

IND & COMM BANK OF CHINA CHINA FINANCIAL 0.9% 3rd Floor, Mermaid House

SILVER HERITAGE AUSTRALIA CONSUMER DISCRETIONARY 0.8% 2 Puddle Dock Telephone

VOLTRONIC POWER TAIWAN INDUSTRIALS 0.8% London EC4V 3DB +44 (0) 20 7653 9690

LG HOUSEHOLD & HEALTH KOREA CONSUMER STAPLES 0.6% Directors Harry Wells (Chairman)

INTEGRATED MICRO-ELECTRONICS PHILIPPINES TECHNOLOGY 0.2% Jim Ryall

Gregory Shenkman

Susan Thornton

Thomas Waring

Corporate Broker Stockdale Securities
BLACKFRIARS ORIENTAL FOCUS FUND 14.2%

LIQUIDITY 2.6%

COUNTRY BREAKDOWN (all equity positions) 95.1%

CHINA 19.7% MALAYSIA 1.9% THAILAND 4.4% Investment Objective

HONG KONG 0.0% PHILIPPINES 4.6% UK 18.3%

INDIA 11.0% SINGAPORE 0.0% JAPAN 0.0%

INDONESIA 1.8% SRI LANKA 1.6% AUSTRALIA 0.8% Management Fee

KOREA 9.6% TAIWAN 7.3% ASIA EX REGIONAL~ 14.2%

~via investment vehicle

SECTOR BREAKDOWN (directly held equities only) 80.9%

COMMUNICATIONS 5.9% FINANCIAL 11.1% MATERIALS 2.3%

CONSUMER DISC. 16.7% HEALTH CARE 2.9% TECHNOLOGY 11.5%

CONSUMER STAPLES 21.4% INDUSTRIALS 6.3% UTILITIES 2.8% Financial Year 31st March

* NAV performance prior to 2009 are displayed in Ex Par. † Morningstar Investment Trust Flexible Investment. 
˄ Based on interim, final and special divdend approved by EIT Board for FY2016.
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Flexible

FTSE World TR GBP

Establishment Investment Trust plc

One per cent of the market capitalisation per annum

To achieve long-term capital growth from a managed 

international portfolio of securities. 

Compound Annual Growth Rate since Inception 

(total return)

18th March 2002 - 31st March 2017

March 2017

MARKET

8.9%

7.2%

18th March 2002 - 31st March 2017

Share Price

http://www.blackfriarsam.com/

