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Sustainable dividends should lure investors into UK stocks

Summary

seeking income yield

e Therestructured UK corporate sector is helping the FTSE 100 regain appeal from investors

e Balance sheet deleveraging and cost reductions have put dividend growth on a sustainable
longer term footing and should help preserve UK equity market’s competitive edge

e Investors seeking a leveraged exposure in high income yielding stocks may consider the

Stronger balance sheets sustain UK's relative strong dividend yield for investors

Dividends and financial leverage of the FTSE 100
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The UK equity market is regaining appeal to Last year, the UK equity market significantly

investors. Driving this is the continued demand for
high yield asset classes in an environment where
bond yields are at record low levels. Against
slowing growth expectations, the relative high
dividend yields of UK equities offer investors a
viable alternative to cyclical equity markets in the
US and continental Europe. Investors seeking a
leveraged exposure in high income yielding stocks
may consider the Boost FTSE 100 3x Leverage
Daily ETP (3UKL).
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underperformed against Germany, and so far this year,
also against the US. In 2012, the 15% rise by the
FTSE 100 was low in comparison to the 31% rally of
the DAX 30. As of 30 April 2013, the FTSE 100 rally
YTD had fallen 7% short of the S&P 500, which had
risen 13%.

This underperformance is in part due to the growth and
cyclical nature of the S&P 500 and DAX 30. Their
industry make-up and export exposure require higher
reinvestment rates of retained earnings. As this is
driving corporate growth, US and German stocks
returns become more capital gains led rather than
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income led. For the UK however, the key driver to
equity returns has always been the relative high and
stable streams of dividend income which have
contributed the most to UK equity markets’ total return
performance. Since 1990, reinvested dividend income
contributed 68% to the total return performance of the
FTSE 100. This is in contrast to the US, where
dividends only contributed 45% to the total return on
the S&P 500 over the same period. When the equities
cycle is entering a slowdown phase, dividends
generally become the sole driver of returns when
reinvested. Alternatively they become an attractive
source of income when the equities cycle enters a
downturn.

As economies around the world are slowing down,
investors are likely to find higher yielding asset classes
more attractive. Within fixed income, the search looks
exhausted given the extent of the rallies on high-yield
and EM bonds, which have suppressed bond vyields.
On a risk adjusted basis, investors are growing
concerned about the prospective returns that fixed
income can provide investors, even amidst a subdued
inflation outlook.

As a result, dividend-driven equity markets may now
look comparatively more appealing than many bond
markets. The differential between developed market
equity yields and sovereign bond yields is high and in
positive territory, suggesting that the bond market
looks increasingly overbought relative to equities.

The relative high dividends UK companies are paying
should attract investor interest in UK equities. For
example, since 1994, the FTSE 100 has on average
offered investors a dividend yield 1.2% higher than the
S&P 500. Moreover, the current 3.7% dividend yield is
higher than the yield on Gilts.
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Aside from the attractive yield proposition the UK
equity market has to offer, the significant restructuring
of UK companies since the aftermath of the 2008
credit crisis has provided another confidence boost for
investors.  Following significant balance sheet
deleveraging, the ability to sustain high and
competitive dividends looks better than at any time
since the last decade. In terms of deleveraging, the
gradual reduction of debt since 2008 has reduced the
net debt to EBITDA ratio from 6x to close to 1x today.
On top of this, the restructuring drive has resulted in
significant headcount reductions. Despite facing
continued difficulty, the UK banking sector stands out
as having achieved the most on both fronts. The
difficulties include tighter capital requirements,
increased regulation and on-going litigation charges. In
spite of these, HSBC and Barclays both increased
their dividend per share last year by 5% and 8%,
respectively.

Restructuring is also happening in the heavy weights
outside of the banking sector. BP, currently the 3rd
largest stock in the FTSE 100 and traditionally a large
dividend contributor, has undergone huge asset sales
to pay for the Gulf of Mexico oil disaster. In 2009, the
year before the disaster, BP’s weighting in the FTSE
100 was around 9% and paid more than GBP 10bn in
cash dividends, a whopping 12% share of all cash
dividends in the FTSE 100. Like the banks, it too has
resumed paying higher dividends to shareholders and
currently offers a dividend yield in excess of 5%.

With corporate balance sheets on the mend, investors’
confidence in UK equities to pay competitive dividends
on a sustained basis has gradually been restored. In a
slowing growth environment, the FTSE should become
more attractive versus other lower vyielding equity
markets.
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Disclaimer

This communication has been provided by Boost ETP LLP which is an appointed representative of Mirabella Financial Services LLP which is authorised and
regulated by the Financial Conduct Authority.

The products discussed in this document are issued by Boost Issuer PLC (the “Issuer”) under a Prospectus approved by the Central Bank of Ireland as having
been drawn up in accordance with the Directive 2003/71/EC. The Prospectus has been passported from Ireland into the United Kingdom and is available on the
websites of the Central Bank of Ireland and the Issuer. Please read the Prospectus before you invest in any Exchange Traded Products (‘ETPs”). Neither the
Issuer nor Boost ETP LLP is acting for you in any way in relation to the investment to which this communication relates, or providing investment advice to you.
The information is not an offer to buy or sell or solicitation of an offer to buy or sell any security or investment. You are advised to seek your own independent
legal, investment and tax or other advice as you see fit.

The value of an investment in ETPs may go down as well as up and past performance is not a reliable indicator of future performance. An investment in ETPs is
dependent on the performance of the underlying index, less costs, but it is not expected to match that performance precisely. ETPs involve numerous risks
including among others, general market risks relating to the relevant underlying index, credit risks on the provider of index swaps utilised in the ETP, exchange
rate risks, interest rate risks, inflationary risks, liquidity risks and legal and regulatory risks.

ETPs offering daily leveraged or daily short exposures (“Leveraged ETPs”) are products which feature specific risks that prospective investors should
understand before investing in them. Higher volatility of the underlying indices and holding periods longer than a day may have an adverse impact on the
performance of Leveraged ETPs. As such, Leveraged ETPs are intended for financially sophisticated investors who wish to take a short term view on the
underlying indices. As a consequence, Boost ETP LLP is not promoting or marketing Boost ETPs to Retail Clients. Investors should refer to the section entitled
"Risk Factors" and “Economic Overview of the ETP Securities” in the Prospectus for further details of these and other risks associated with an investment in
Leveraged ETPs and consult their financial advisors as needed.

This marketing information is derived from information generally available to the public from sources believed to be reliable although Boost ETP LLP does not
warrant the accuracy or completeness of such information. All registered trademarks referred to herein have been licensed for use. None of the products
discussed above are sponsored, endorsed, sold or promoted by any registered trademark owner and such owners make no representation or warranty regarding
the advisability on dealing in any of the ETPs.
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