Results analysis:
BlackRock Throgmorton

THRG’s proposed combination with BRSC offers a number of attractive upsides.

BlackRock Throgmorton (THRG) has released its financial
results for the year ending 30/11/2025. In the period, the
trust saw a NAV total return of 0.7%, with the share price
increasing by 6.5%. The trust’s benchmark, the Deutsche
Numis Smaller Companies plus AIM (excluding Investment
Companies) Index, returned 10.1%

Shortly after the end of the period, the board proposed a
combination with BlackRock Smaller Companies (BRSC),
subject to shareholder approval. This would considerably
increase the size of the combined vehicle, enabling cost
efficiencies and better liquidity. THRG’s manager, Dan
Whitestone, will be co-manager alongside BRSC’s Roland
Arnold as lead manager. They will continue to invest in high-
quality, growth-orientated UK small-caps, and introduce an
allowance for up to 15% in overseas holdings.

As part of the transaction, THRG shareholders will be able
to realise up to 38% of their investment close to NAV. Going
forward, there will be a 100% conditional tender offer

every three years. Should the proposals be accepted, the
combination is expected to complete in mid-April 2026.

During the reporting period, relative performance was
challenging, although Dan notes the fundamental
performance of most portfolio holdings was positive, leading
to a net upgrade to downgrade ratio that was double the
equivalent level of the benchmark.

The prevalence of M&A elsewhere in the market, including to
one of the trust’s short positions also impacted performance.
Dan did have one takeover, financial services provider Alpha
Group, which was the largest single contributor in the year.
The holding in defence company Chemring was also positive.
However, a market preference for materials and financials
companies was a headwind on relative performance.

Revenue was 17.7p per share, slightly down on the year
before, although this has still enabled the payment of a
second interim dividend of 15.2p per share, a 6% increase on
the final dividend the year prior. Should the combination be
approved, the board have indicated a further dividend of 5.5p
per share ahead of the completion.

The trust’s discount narrowed in the period from 13.2% to
8.5%. This was aided by 12.2m of share buybacks to year
end, equivalent to c. 14% of opening share count.

Update

Analysts:
Ryan Lightfoot-Aminoff

Kepler Partners is not authorised to make recommendations
to Retail Clients. This report is based on factual information
only.

The material contained on this site is factual and provided
for general informational purposes only. It is not an
invitation or inducement to buy, sell or subscribe to

any product described, nor is it a statement as to the
suitability or otherwise of any investments for any person.
The material on this site does not constitute a financial
promotion within the meaning of the FCA rules or the
financial promotions order. Persons wishing to invest in
any of the securities discussed in the website should take
their own independent advice with regard to the suitability
of such investments and the tax consequences of such
investment.

¢ Chairman of the board James Will acknowledged
the: “Challenging year for markets...putting
pressure on share prices throughout the sector,
de-coupling these from underlying company
fundamentals” although noted the asset class,
“offers significant value for investors that are
prepared to take a longer-term view.”

Kepler View

Perhaps the biggest story of these results came
after the formal period under review, following
the announcement of the proposed combination
with stablemate BlackRock Smaller Companies
(BRSC). Whilst this is subject to a shareholder
vote, should it be approved, it would consolidate
BRSC’s position as the largest growth-focussed
investment trust in the AIC UK Smaller Companies
sector. Not only would this create better liquidity
due to the increased scale, but it will also support
lower charges, something aided by a shareholder
friendly fee cut that will make the trust the most
price competitive in the sector (for those without
a performance fee). In addition, BlackRock will be
waiving their management fee for six months post-
merger.
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Shareholders will be able to redeem up to 38% at close

to NAV, and there will be a conditional tender offer in the
combined vehicle, enabling investors to request up to
100% of their investment back at NAV should the trust fail
to beat its benchmark. The combined vehicle will allow
the managers to invest up to 15% in global equities, albeit
still with the sought after quality characteristics. We
believe this offers the potential for alpha generation over
the index, especially if the managers’ investment style
comes back into favour. We should note Dan’s ability to
short stocks, as he has done with BlackRock Throgmorton
(THRG) over the years, will not be carried over into the new
vehicle.

THRG’s results themselves have provided further evidence
of the challenges Dan has endured. The majority of his
holdings have delivered solid underlying performance,
though this has not been reflected in share prices as the
asset class continues to be out of favour and struggles
with outflows. One consequence of this has been the solid
revenue generation of the portfolio and the subsequent
income picture. Whilst revenues are down slightly on

the year prior, they are still comfortably enough to pay

an increased and fully covered dividend (with the usual
final dividend paid instead this year as a second interim
dividend to facilitate payment to shareholders before

the combination with BRSC is implemented). In addition,
THRG is paying an early interim dividend in respect of

the financial year to 30/11/2026, again to be made to
shareholders before the expected completion of the
combination. Taken together, these two dividends would
net investors a yield of c. 3.2% (based on the share price
as at 27/02/2026) to the completion of the combination

in c. 6 weeks’ time. As such, we believe this makes for an
attractive bonus for shareholders in the near term, whilst
also demonstrating the ongoing low valuations in the asset
class, as a trust primarily focused on capital growth is able
to generate a good yield from it.

Adding to this evidence is the ongoing impact of M&A in
the market. Whilst this led to the largest contributor to
performance in Alpha Group, the prevalence elsewhere has
meant relative performance has been impacted, especially
within the short book. The managers have argued
previously that M&A success has an element of fortune to it
and therefore shouldn’t be an indicator of long-term return
potential, however, it is a useful barometer for showing
how out of favour the asset class is, as valuations clearly
remain attractive for this to persist. Should headwinds
reverse, we believe there is considerable upside on offer as
a result of these depressed valuations.

Click here to read the FY report on RNS

Click here to read our latest research on THRG

Click here to add THRG to your watchlist
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