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Results analysis from Kepler Trust Intelligence
Schroder Income Growth (SC F) has released its half-year results for the six months to 28/02/2025, repor'ng N AV  total
returns of 2.9% and a share price total return of 1.8%, compared to the F TSE A ll-Share Index's 5.2% return. Stock selec'on
within financials was a bright spot-three of the trust's top five performers were financials: Standard Chartered, 3i Group,
and L loyds Banking Group. However, this was offset by adverse stock picking in consumer discre'onary, industrials and
consumer staples.

Earnings fell by 3.9% over the period, largely due to capital alloca'on trends, with more companies favouring share buybacks
over dividends, par'cularly special dividends. Despite this earnings dip, the board raised the first and second interim
dividends to 3.25p per share, up from 2.50p, ci'ng this decision as a reflec'on of their desire to rebalance the pa=ern of
income more evenly through the year. As such, they anticipate a greater portion of the total dividend will be paid across the
first three interims, with the fourth likely to be lower.

The board is adop'ng a more ac've approach to discount management, aiming to reduce vola'lity and maintain the
discount within a single-digit range under normal market condi'ons. Addi'onally, the board have announced a number of
changes to reduce SC F's fees. F irst, management fees will fall from 0.45% to 0.40%, effec've from 01/09/2025, and will be
charged on the lesser of market capitalisa'on or N AV. Second, the separate fee for secretarial and administra'on services
will be removed. The board es'mates that, all other things being equal, this could result in savings of over £300,000 for
shareholders-equivalent to around 0.4p per share, assuming a prevailing 10% discount to NAV.

Ma= Bennison was appointed co-manager during the period, reflec'ng his long-standing working rela'onship with Sue
N oBe and the valuable support and experience he's brought to SC F over his eight years on the team. W hilst a posi've
announcement, the appointment does not change how the trust is managed, it simply reinforces the strength of the
management team.

Kepler View

As the Chairman notes, Schroder I ncome Growth (S C F) performed wel l  in i ts  2024 financial  year, outpacing the index
primari ly through strong stock selec'on, par'cularly in financials . However, the first hal f of F Y2025 (to 28/02/2025)
brought renewed vola'l i ty, with geopol i'cal  tens ions  and domes'c uncertainty promp'ng a flight to defens iveness  and
l iquidity. This  was  reflected in index performance: the F TS E 250 ex I T and F TS E Smal l Cap ex I T fel l  by 4.2% and 7.3%,
respec'vely, whi lst the F TS E 100 rose 6.5%. S C F's  overweight to smal l - and mid-caps-and corresponding underweight to
large caps-was therefore a  key driver of rela've underperformance. W hi lst this  'l t may increase short-term vola'l i ty, i t
has  historical ly supported long-term outperformance and contributed to S C F's  near three-decade dividend growth. W ith
mid-cap valua'ons at a:rac've levels , a  yield premium over the F TS E 100, and earnings  growth poten'al , we bel ieve S C F
remains  wel l  pos i'oned-offering both meaningful  ups ide i f sen'ment turns  and a way to enhance underlying earnings
power.

Since launch, S C F has  del ivered real  dividend growth ahead of C P I  infla'on. That con'nued in F Y2024, marking S C F's  29th
consecu've annual  dividend increase. F Y2025 is  on track to extend this  run, with the first and second interim dividends
cl imbing to 3.25p per share (from 2.5p). However, the growing preference among companies  for share buybacks  over
special  dividends has  weighed on near-term income. To support the dividend, the board drew on revenue reserves. A>er the
fi rst two interim payments , reserves  stood at 7.8p per share-equivalent to just 57% of last year's  total  dividend.

To help strengthen income genera'on, Sue has  increased exposure to financials -an area offering strong yields , a:rac've
valua'ons, and sound fundamentals-and con'nues to blend dependable income generators  with a  mix of high yielders  and
lower-yielding names. We also note the board's  effort to smooth income del ivery by rebalancing payments  more evenly
across  a l l  four dividends, reducing rel iance on a large final  payout.

O veral l , in our view, S C F's  dividend growth cons istency-combined with a  divers ified porAol io blending high-qual i ty income
generators , selec've high-yielders  and higher-growth lower-yielders-could appeal  to long-term investors  seeking
differen'ated income with growth poten'al , supported further by the boards  decis ion to reduce costs  and adopt a  more
active approach regarding the trust's  discount management.
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Important information

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.
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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 OC334771.

 

This information is provided by Reach, the non-regulatory press release distribution service of RNS, part of the London Stock Exchange. Terms and
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