Results analysis: Schroder
Oriental Income

SOI has navigated Asia’s volatility, and is on its way to dividend hero status...

Update

e Schroder Oriental Income (SOI) has released its interim Analysts:

results for the six months ending 28/02/2025. Over the
period, the trust saw a NAV total return of 2.5%, compared
to a return of 10.4% for the trust’s benchmark, the MSCI AC
Pacific ex Japan Index. The AIC Asia Pacific Equity Income
sector delivered a weighted average return of 4.8% over the
same period.

Whilst SOI delivered positive absolute returns, relative
performance was predominantly affected by manager

Richard Sennitt’s underweight allocation to China, which
rallied strongly on the back of the announcement of stimulus
measures. The underweight is due to the country having
limited income opportunities, plus Richard’s ongoing
concern over governance. Despite this, he narrowed his China
underweight in the year by adding to some of the country’s
highest-quality names in the periods of market weakness.

To offset the China risk, Richard is overweight Hong Kong
which was a positive contributor to performance. Similarly,
stock selection in the tech sector, particularly in Taiwan
aided performance, as did the overweight allocations to

both Singapore and the financials sector. The manager also
added to Hong Kong in the period, as well as initiating an off-
benchmark position in Indian company Power Grid.

Whilst near-term relative performance was challenging,
long-term returns remain strong, with a five-year return
more than double that of the index at 53.1% versus 25.3%
to the end of the 2025 financial year. Since then, the region
has been hit by tariff-induced volatility. As at time of writing
(19/05/2025), SOI has delivered positive absolute returns
across this period and was several percentage points ahead
of the benchmark.

Revenue in the period was down slightly versus the same
period last year, albeit just by 1.3%. SOI typically pays three
equal interims plus a final dividend, which is often increased
each year. In the period, the first two declared dividends of
2p per share remain in line with 2024, and should the final
dividend be raised again, SOl will achieve AIC’s dividend
hero status. The trust has reserves equivalent to 10.19p per
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share (after the payment of the first interim),
which the board has indicated they are
willing to use in order to achieve 20 years of
continuous dividend growth.

¢ The share price outperformed the NAV in the

period, having risen 4.9%. This has led to the
discount narrowing to 5.1% by the period end,
aided by considerable share buybacks.

e Gearing averaged c. 5.5% across the period,

which contributed a small net positive to
performance despite elevated financing costs
on the trust’s one-year RCF.

e New chairman, Nick Winsor, reflected on

navigating the region’s challenges, stating:
“Our strategy of investing in income producing
companies with strong balance sheets that
can successfully navigate these challenges has
never felt more relevant.”
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Kepler View

Schroder Oriental Income (SOI) has a very strong long-term
track record, with manager Richard Sennit having delivered
strong cumulative outperformance of the benchmark

over the long-term. Whilst there have been numerous
periods of great performance, the short-term one covered
by these results is one of underperformance. However,
considering two of the key factors in the period were a

rally in China, SOI’s key underweight allocation, and a
return to growth outperforming value, a major headwind
for income-focussed vehicles, we believe that SOl positive
absolute returns should be viewed fairly favourably by
investors. This is especially true when considering the
share price return has outperformed NAV, meaning existing
shareholders will have benefitted from the discount
narrowing in the period. Furthermore, performance

post period end has been strong, with the trust having
navigated the volatility post-Liberation day well.

Also within these results is a strong indication that the
board wishes to extend its impressive dividend growth
track record to 20 years, and therefore achieve the AIC’s
‘dividend hero’ status. Should it do so, it will be the first
Asian focussed trust to achieve the feat. Whilst revenue
generation is down slightly in the period, the sizeable
reserves the trust has built up over the years should be
very supportive for the final dividend to increase, in our
opinion, although this is not guaranteed.

Another interesting change in the period, in our view,
relates to the peer group. In the past few months, a
number of peers have adopted some form of enhanced
dividend strategy, leaving SOl as the only trust in the
sector producing a ‘natural’ income. As such, the trust’s
portfolio profile is likely to diverge from peers going
forward, as Richard maintains a valuation-discipline that
will be important for generating income. Subsequently,
SOl now stands alone in the peer group as what investors
may expect as a more traditional equity income vehicle. We
believe this means the trust could offer important portfolio
diversification characteristics going forward.

Click here to read the HY report on RNS

Click here to read our latest research on SOI

Click here to add SOI to your watchlist



https://www.trustintelligence.co.uk/investor/funds/schroder-oriental-income
https://www.londonstockexchange.com/news-article/SOI/half-year-report/17048908
https://www.trustintelligence.co.uk/investor/funds/schroder-oriental-income
https://www.trustintelligence.co.uk/investor/funds/schroder-oriental-income

Disclosure — Non-Independent Marketing Communication. This is a non-independent marketing communication commissioned by Schroder Oriental
Income (SOI). The report has not been prepared in accordance with legal requirements designed to promote the independence of investment research and
is not subject to any prohibition on the dealing ahead of the dissemination of investment research.

Disclaimer

This report has been issued by Kepler Partners LLP. The analyst who has prepared this report is aware that Kepler Partners LLP
has a relationship with the company covered in this report and/or a conflict of interest which may impair the objectivity of the
research.

Past performance is not a reliable indicator of future results. The value of investments can fall as well as rise and you may get back
less than you invested when you decide to sell your investments. It is strongly recommended that if you are a private investor
independent financial advice should be taken before making any investment or financial decision.

Kepler Partners is not authorised to make recommendations to retail clients. This report has been issued by Kepler Partners LLP, is
based on factual information only, is solely for information purposes only and any views contained in it must not be construed as
investment or tax advice or a recommendation to buy, sell or take any action in relation to any investment.

The information provided on this website is not intended for distribution to, or use by, any person or entity in any jurisdiction or
country where such distribution or use would be contrary to law or regulation or which would subject Kepler Partners LLP to any
registration requirement within such jurisdiction or country. In particular, this website is exclusively for non-US Persons. Persons
who access this information are required to inform themselves and to comply with any such restrictions.

The information contained in this website is not intended to constitute, and should not be construed as, investment advice. No
representation or warranty, express or implied, is given by any person as to the accuracy or completeness of the information
and no responsibility or liability is accepted for the accuracy or sufficiency of any of the information, for any errors, omissions or
misstatements, negligent or otherwise. Any views and opinions, whilst given in good faith, are subject to change without notice.

This is not an official confirmation of terms and is not a recommendation, offer or solicitation to buy or sell or take any action in
relation to any investment mentioned herein. Any prices or quotations contained herein are indicative only.

Kepler Partners LLP (including its partners, employees and representatives) or a connected person may have positions in or
options on the securities detailed in this report, and may buy, sell or offer to purchase or sell such securities from time to time,
but will at all times be subject to restrictions imposed by the firm’s internal rules. A copy of the firm’s Conflict of Interest policy is
available on request.

PLEASE SEE ALSO OUR TERMS AND CONDITIONS

Kepler Partners LLP is authorised and regulated by the Financial Conduct Authority (FRN 480590), registered in England and Wales
at 70 Conduit Street, London W1S 2GF with registered number 0C334771.



