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Many companies are debating whether or not to
pay out dividends, given current economic
circumstances. Ahead of Australia’s August
2020 reporting season, we have sent the
following letter to the chairperson of every major
company in our Equity Income, Real Income and
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Ethical Income portfolios, to express to them the

“Power of Dividends” for Retirees, Charities and _ _
Foundations. Will Baylis

The COVID-19-induced shutdown of the Australian Portfolio Manager

economy has exacerbated the already downward
trend of interest rates to record lows. For retirees
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who depend on income from their investments, this
is a dire situation. The income from a ‘low-risk’ term
deposit cannot meet their cost of living, sending their
capital on a downward spiral.t “FOI' our investee
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the Equity Income strategy, which was shortly

followed by our Real Income strategy in December reasonable cashflow and a

2010. Today we also offer an Ethical Income version soun d fin anc | a| p 0S Itl on
of the Equity Income strategy, and an Asia Pacific ’

and Global version of the award-winning Real dividends should be paid.”
Income strategy.

The focus with all our Income strategies has been to provide a high dollar income to retirees which
grows over time. During this COVID-19 crisis, we have worked hard to minimise the income drawdown
as much as possible and invest in high-quality companies that have the strong balance sheets &
earnings that can afford them to continue to pay out strong dividends.

As such, it concerns us to hear that many of the high-quality ASX-listed companies that we invest in for
our clients are equivocating about whether to pay dividends, even when they do have sufficient cashflow
and means to pay those dividends.

For the investee companies in our Income portfolios, our message is clear —if acompany has
reasonable cashflow and a sound financial position, dividends should be paid.

In such difficult economic times, and with an uncertain market outlook, the benefits of both dollar income
and franking credits to retirees cannot be underestimated. Retirees are key beneficiaries of these
dividends, and they have worked hard to have sufficient capital to fund their own retirement. Charities
and Foundations, similar to retirees, also depend on dollar income to fund their own outgoings, most of
which benefits society in the form of hospitals, scholarships and other charitable causes.

The lack of alternatives to equities for these investors who need a high dollar income stream, and the
consequences for the whole economy and future generations should all retirees be forced to be on the
Age Pension in the future are stark.

The need for companies to pay out their dividends has never been greater.

1 Equities and term deposits have different risk profiles, hence a direct comparison may not be appropriate.
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IMPORTANT INFORMATION
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This information is issued and approved by Martin Currie
Investment Management Limited (‘MCIM’). It does not
constitute investment advice. Market and currency
movements may cause the capital value of shares, and the
income from them, to fall as well as rise and you may get
back less than you invested.

The information contained in this presentation has been
compiled with considerable care to ensure its accuracy. But
no representation or warranty, express or implied, is made
to its accuracy or completeness.

This document has been prepared for professional
investors, it is intended for the recipient only and may not
be distributed to third parties. The document does not form
the basis of, nor should it be relied upon in connection with,
any subsequent contract or agreement. It does not
constitute, and may not be used for the purpose of, an offer
or invitation to subscribe for or otherwise acquire shares in
any of the products mentioned.

Past performance is not a guide to future returns.

The distribution of specific products is restricted in certain
jurisdictions, investors should be aware of these restrictions
before requesting further specific information.

Martin Currie has procured any research or analysis
contained in this presentation for its own use. It is provided
to you only incidentally, and any opinions expressed are
subject to change without notice.

The views expressed are opinions of the portfolio
managers as of the date of this document and are subject
to change based on market and other conditions and may
differ from other portfolio managers or of the firm as a
whole. These opinions are not intended to be a forecast of
future events, research, a guarantee of future results or
investment advice.

Please note the information within this report has been
produced internally using unaudited data and has not been
independently verified. Whilst every effort has been made
to ensure its accuracy, no guarantee can be given.

The information provided should not be considered a
recommendation to purchase or sell any particular
strategy / fund / security. It should not be assumed that
any of the security transactions discussed here were
or will prove to be profitable.

For wholesale investors in Australia: Any distribution of
this material in Australia is by Martin Currie Australia
(‘MCA’). Martin Currie Australia is a division of Legg Mason
Asset Management Australia Limited (ABN 76 004 835
849). Legg Mason Asset Management Australia Limited, is
a wholly owned subsidiary of Franklin Resources, Inc., and
holds an Australian Financial Services Licence (AFSL No.
240827) issued pursuant to the Corporations Act 2001.
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