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Exit Secure Trust Bank: Seeing more near-term upside elsewhere

Company: Secure Trust Bank (STB LN) Market Cap: £122mio
Industry: Specialist lender Subordinated Debt:  £90mio (@13%)
Country: UK Revenue: £203mio

Date: 15 September 2023 Net Income: £33.7mio (16.6%)
Dividend: £8.4mio (7.2%) CET1 ratio: 14% (21.4%)
Entry: £117mio Exit: £122mio

Why exit Secure Trust Bank?

e More attractive opportunities elsewhere (EnQuest & Thungela Resources) led me to cut the
position where the next update is farthest away (27" October 2023)

e Competitor banks, such as Arbuthnot Banking Group, are even more profitable, but are
underperforming

e One of the largest shareholders is selling, putting downward pressure on valuation

Near term opportunities

Similar to the decision of selling On The Beach PLC, | sold Secure Trust Bank in order to increase our
allocation to EnQuest and Thungela Resources. With the economy slowing, central banks at one point
need to stop hiking interest rates and potentially cutting them. With the Fed potentially leading the
movement towards lower rates, commodity prices should likely rise in USS. From all our positions, Secure
Trust Bank is providing a market update only as of 27™" October, nearly a month after all our other holdings.
Therefore, it felt like the easiest position to sell, as there appears to be no drivers for a rerating of Secure

Trust Bank’s valuation.
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Competitive valuation?

At the same time, Secure Trust Bank’s competitors have mostly all underperformed, despite in part also
showing strong profitability and good capital ratios. For example, Arbuthnot Banking Group reported
£26.4mio profit before tax (PBT) and is valued at £155mio compared to Secure Trust Bank’s £16.5mio PBT
and valued at £125mio. Nevertheless, Secure Trust Bank continues to guide FY PBT to be above £44mio,
which makes the shares still too cheap. Similarly to our holdings in Card Factory, Secure Trust Bank also
faces a large shareholder selling down their position?. If the selling continues, it can impact positive buying
flows for Secure Trust Bank shares and keep the valuation depressed. For these reasons and positive
pricing developments in oil, gas and coal, | found a reallocation of capital — at least in the short term —to

be the right choice.

Secure Trust Bank Plc
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| secure Trust Bank ... GBX 650.00 -GBX 112.00 +14.70%
Arbuthnot Banking... GBX 950.00 +GBX 100.00 ML76% X
| Vanquis Banking G... GBX 120.00 -GBX 77.10 ¥v39.12% X
| OSB Group PLC GBX 323.00 -GBX 181.50 +35.98% X

Source: Google Finance
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1 https://www.securetrustbank.com/investors/news-announcements/corporate-news
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Legal Disclaimer

The contents of this publication have been prepared solely for the purpose of providing information about AozoraStep Capital
LLP and the services and products it is intending to offer, which are targeted for professional investors only. The opinions and
views expressed are those of AozoraStep Capital LLP, may change without notice and should not be construed as investment, tax,
legal or other advice. AozoraStep Capital LLP does not guarantee the completeness and accuracy of the information provided and
all content can become out of date. Products or services mentioned in this publication are subject to legal and regulatory
requirements in applicable jurisdictions and may not be available in all jurisdictions. Accordingly, persons are required to inform
themselves and observe any such restrictions. In respect to investments described in this document, past performance is not a
guide to future performance. The value of investments and the income of any financial instruments mentioned in this document
may fall as well as rise and may have tax consequences. The performance of the investment strategy that AozoraStep Capital LLP
is planning to offer is based on a personal track record and approved by Sedulo for the time period Q1 2019 - Q1 2021 and by
HiCloud Accounting for the time period 2020 - 2022, only with further examinations being done on an occasional basis.
AozoraStep Capital LLP is currently not authorized and regulated by the FCA, and therefore, is not allowed to provide financial
products and services. AozoraStep Capital LLP is registered in England and Wales with registered number OC436835. Registered
Office: 21 Knightsbridge, London SW1X 7LY, United Kingdom. Reproduction or distribution of any materials obtained in this

presentation or linking to this presentation without written permission is prohibited.
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