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Corporate

Share Price 361p
Market Cap £183.0m
Shares in Issue 50.7m
12m Trading Range 302p to 400p

Free Float 59%
Next Event Interims on 25 Feb
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Source: FactSet

Financial forecasts

YE, Jun (US$'m)  2023A 2024A 2025E 2026E

FuM opening 9,224 9,424 10,241 10,196
Revenue (net fee) 655 662 672 69.0
yoy growth (%) (15.4) 1.1 1.5 2.7
Pre profit share 38.5 383 404 407
EBITDA 273 270 283 286
Adj. PBT 270 271 281 283
Adj. PAT 211 206 211 213
Exchange rate # 127 126 126 1.26
Adj EPS (p) 358 335 343 345
DPS (p) 33.0 330 330 330
Net cash (p) 451 528 582 63.1
P/E 99 10.8 10.6 10.5
EV/EBITDA 5.7 5.6 5.3 5.1
Cash conversion 1.09 1.05 1.00 1.00
FCF yield (%) 170 9.7 95 96
Dividend yield (%) 91 91 91 91

Source: Audited accounts and Zeus estimates
City of London Investment Group is a broker client of Zeus

Number of shares used to calculate adj EPS is 48.9m, which
is 50.7m shares in issue less 1.8m shares held in treasury;
cash conversion = operating cashflow post tax / adj PAT

n.b. CLIG shares are traded in pence per share but its
accounts are prepared in USS.
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Interims preview

Ahead of interims scheduled for Tuesday 25 February, we adjust our forecasts
following CLIG’s Preclose update and US dollar movements. As a reminder, CLIG
reports its results in US dollars. Our forecast EPS and DPS, which are quoted in
pence per share remain unchanged.

On 20 January, the trading update for the six months to end December 2024 revealed:

+ Funds under Management of $9,946m: down 2.9% over six months following $269m positive
investment performance and $564m net outflows.

+ Investment performance for both the period and calendar year were “both ahead of
benchmarks for the majority of CLIM and KIM core strategies. Strategy returns were in the
first or second quartile vs peers over the same periods.”

+ Strong market returns led to client rebalancing, asset allocation changes, and included a
large client drawing down cash management capital for acquisitions.

Zeus view: beating benchmarks is a pre-requisite for success in fund management. CLIG's two
fund management teams, City of London Management “CLIM” and Karpus Investment
Management “KIM” have excellent track records both long-term (page 5) and short-term (above).

While CLIG has $6bn of spare capacity (i.e. scope to grow 60%), asset allocators have been
reallocating institutional assets away from many of CLIG’s funds. Eventually institutions will
reallocate to top quartile funds, such as those managed by CLIM and KIM. We expect
management to provide an update on marketing.

Zeus forecasts: After adjusting our forecasts for CLIG for the movements in FUM in the six
months to end-2024, we reduce our revenue expectation for the years to June 2025 and 2026 by
4.5% and 2.7% respectively and expectations for underlying PAT by 7.8% to $21.1m for 2025 and
4.9% to $21.3m for the year to June 2026.

The US dollar has strengthened by 5.3% from £1=81.33 to under £1=81.26 since September 26,
2024 (when Zeus published its previous forecasts).

Using an exchange rate of £1=$1.26 and 48.9m shares in issue, we trim our adj EPS forecasts for
2025 by 0.2p or 0.9% to 34.3p and for 2026 by 0.5p or 1.3% to 34.5p. We leave our forecast DPS
unchanged at 33.0p per share.

Free cash generation: CLIG conversion of profit into cash is high. For the past two years, CLIG's
operating profit after tax has exceeded underlying profit after tax, which excludes amortisation
and investment gains or losses. Net cash and equivalents at end June 2024 was $33.7m. Using
the current exchange rate, this is 52.8p a share.

Valuation: CLIG's dividend track record is as impressive as its investment track records. Relative
to other fund management stocks and to itself, CLIG has good dividend cover (pages 6 & 7).

We forecast a 33p per share dividend paid 11p after the interims and 22p after the finals: this
dividend is well covered by net cash and earnings.
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Zeus forecasts

Our forecasts are set out on page 3 and the changes in Exhibit 1 below.

Since 26 September 2024 (when Zeus published its previous forecasts), the US dollar has
strengthened by 5.3% from £1=1.33 to under £1=1.26. This has largely offset the negative impact
of net outflows.

Exhibit 1: Change to Zeus forecast

e 058
FuM opening 9,224 9,424 10,241 10,196 0.0 (3.3) 10,241 10,541
Revenue (net fee) 65.5 66.2 67.2 69.0 (4.7) (4.9) 70.5 72.5
yoy growth (%) (15.4) 1.1 1.5 2.7 (76.7) (7.4) 6.5 2.9
Pre profit share 38.5 383 40.4 40.7 (7.5) (8.0) 43.7 44.2
EBITDA 27.3 27.0 28.3 28.6 8.7 (3.8) 26.0 29.7
Adj. PBT 27.0 27.1 28.1 28.3 (7.8) (8.2) 30.5 30.9
Adj. PAT 21.1 20.6 21.1 21.3 (7.8) (8.2) 22.9 232
Exchange rate 1.27 1.26 1.26 1.26 (5.3) (5.3) 1.33 1.33
Adj EPS (p) 36.5 33.5 34.3 345 (0.9) (1.3) 34.5 35.0
DPS (p) 33.0 33.0 33.0 33.0 0.0 0.0 33.0 33.0
Net cash (p) 45.1 52.8 58.2 63.1 7.4 12.6 54.1 56.1

Source: Zeus research

Recent news flow

On 25 February, when CLIG reports its results for the six months to 31 December 2024, we expect
it to disclose its FUM at the end of January 2025.

We observe that in 2025 YTD the markets in which CLIG invests have performed well:
¢ MSCIEM net TRis up 3.4%
¢ MSCIACWIex USis up 4.9%

We estimate CLIG's current Funds under Management “FUM” is back over $10.2billion.

Exhibit 3: Movement in CLIG's FUM, Sm

Exhibit 2: Cable

: i : Jun-24 Net flows Market & Dec-24
[ oM Last prics 13505 1] 1.3400 investment
El :Ea‘:a‘;:a B/2a 12 ii;ig Actual performance {estimate)
1751 Low on 01/17/25 1.2169 N 1.3200
1.3000
I EM 3,568 (157) 60 3,471
————— v 1.2800
KIM 3,924 (138) 160 3,947
INTL 2,394 (332) 30 2,091
Y -+1.2400
11,2200 ov 251 23 12 286
Other* 104 40 7 151
GBP Gy (British P Spot) D-Zl()‘ii*DW 14FEB2025 Ce MEZ‘ESZESIA:D berg Fi e P 10'241 {564) 269 9?946
S5 oy (B euns Spen Dy e e e e 2028 iz 33
Note: £1 = US$ Note: * includes Frontier, REIT and alternatives; Funds under Management figures are rounded

Source: Bloomberg

Source: https://clig.com/announcements/

Zeus forecasts do not include market performance in 2025 or future years.
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Zeus forecast FUM, P&L and balance sheets

Our forecast assumes $250m increase in CLIG's FUM over the six months to June 2025 and a

further $250m increase in the year to June 2026.

While forecasting net inflows and market performance are both speculative, our forecast
assumes no market effects but $500m net inflows over the next 18 months. We see this as

credible, based on the absolute and relative performance of CLIM and KIM strategies (page 5),

and potential spare capacity of $6 billion (page 4).

Exhibit 4: CLIG Funds Under Management, USSm

12';2": 22';2"‘: 210';5°£ 2%';;; Years ended 30 June, USSm 2023A 2024A 2025E 2026E
9,424 9,576 10,241 9,946 Opening FUM 9,224 9,424 10,241 10,196
(294.3) (25.7) (564.0) 250.0 Netinflows (357) (320) (314) 250
446 691 269 - Performance & market effects 557 1137 269 -
9,576 10,241 9,946 10,196 Closing FUM 9,424 10,241 10,196 10,446
9,500 9,908 10,094 10,071  Average AUM 9,097 9,594 10,082 10,321
70.2 69.4 68.0 68.1  Average revenue margin (net of commissions) 72.0 69.0 68.0 68.2

Note: Zeus forecasts do not include forecast market returns
Source: Zeus research

We expect CLIG's net fee revenue margin to remain at around 68 basis points. The actual revenue
margin depends on the mix of fund strategies.

Exhibit 5: CLIG Profit & Loss account, USSm

12';2": 22';2"‘: 210';5°£ 2%;'5"; Year ended 30 June, USSm 2023RS 2024A 2025E 2026E
Revenue
34.2 353 35.0 35.0 Gross fee income 68.7 69.5 70.0 71.8
0.9) 0.9) 0.7) (0.7) Commissions payable (1.8) (1.8) (1.4) (1.4)
0.7) (0.8) 0.7) (0.7) Custody fees payable (1.4) (1.5) (1.4 (1.4)
32.6 33.6 33.6 33.6 Netfeeincome 65.5 66.2 67.2 69.0
(9.0) 9.7) (8.5) (9.5) Employee costs (17.7) (18.7) (18.0) (19.0)
(4.3) (3.9 (4.0 (4.0) Other administrative expenses (8.4) (8.2) (8.0 (8.4)
(0.5) (0.5) (0.4) (0.4) Depreciation and amortisation (0.8) (1.0) (0.8) 0.9)
(13.8) (14.7) (12.9) (13.9) Administrative expenses (27.0) (27.9) (26.8) (28.3)
18.8 19.5 20.7 19.7 Profit before profit share 38.5 38.3 40.4 40.7
(6.0) (6.3) (6.5) (6.4) Profit share, EIP & option charge (12.0) (12.3) (12.9) (13.0)
12.8 13.2 14.2 13.3 Operating profit 26.5 26.0 275 27.7
0.6 0.5 0.0 0.0 Investment gain/(loss) 0.7 1.1 . .
0.7 0.8 0.5 0.5 Finance income 0.7 1.5 1.0 1.0
(0.2) (0.2) (0.2) (0.1)  Finance expense (0.2) (0.4) (0.3) (0.3)
(2.8) (2.8) (2.8) (2.7) Goodwill amortisation charge (5.6) (5.6) (5.5) (5.5)
11.1 11.5 11.7 11.0  Profit before taxation 22.1 22.6 22.7 229
(2.9) (2.6) (2.9) (2.7) Income tax expense (4.6) (5.5) (5.7) (5.7)
8.2 8.9 8.8 8.2 Profit for the period 17.5 171 17.0 17.2
UNDERLYING PROFIT

2.2 2.4 2.8 2.7 ADD back amortisation & investment gains/losses 49 4.6 5.5 55
(0.5) (0.6) 0.7) (0.7) Tax adjustments (1.3) (1.1) (1.4) (1.4)
9.9 10.7 10.9 10.2 Underlying PAT 21.1 20.6 211 21.3

Note: We have estimated CLIG’s profit share in TH of the year to June 2024 at 32% of profit before profit share.

Source: Zeus research (forecasts); Company (historical results)

CLIG’s income and expenses are directly linked to its FUM (page 6). Cash conversion is close to
100%. The Board policy is to maintain a 1.2x coverage ratio over a five year period (pages 6 & 7).
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CLIG’s strategies

City of London Investment Group “CLIG” has two fund management divisions:

1. City of London Investment Management “CLIM”", which has invested in Emerging Markets
Closed End Funds “CEF” for over two decades and more recently expanded its range to
include International, Opportunistic Value and Frontier strategies primarily for institutional
clients

2. Karpus Investment Management “KIM”, which provides CEF strategies across all asset
classes to wealth management clients in the USA

Exhibit 6: Investment strategies of CLIG’s two divisions: CLIM and KIM

CLIM Strategies
The Emerging Markets CEF strategy utilises CEFs to provide exposure to global emerging markets.
The International Equity CEF strategy utilises CEFs to provide exposure to global developed markets (excluding US).

The Opportunistic Value CEF strategy provides exposure to a variety of asset classes via CEFs with a go anywhere approach. Both taxable and
tax-exempt products are available.

The Frontier Emerging Markets CEF strategy is an extension of the EM core equity product focusing on the smallest or pre-emerging markets with
high growth potential.

The Listed Private Equity strategy utilises our experience with CEFs to provide exposure to private equity globally.

The Global Equity CEF strategy utilises CEFs to provide exposure to global developed markets (including US).

KIM Strategies

The Conservative Balanced and Growth Balanced strategies utilise a combination of CEFs and other securities, providing exposure to fixed income
and equities in US and global markets.

The Tax-sensitive fixed income strategy utilises a combination of CEFs and other securities, providing exposure to US tax-exempt fixed income.
The Taxable fixed income strategy utilises a combination of CEFs and other securities, providing exposure to US taxable fixed income.
The Equity strategy utilises a combination of CEFs and other securities, providing exposure to US and global equity markets.

The Cash Management strategy utilises a combination of CEFs and other securities providing exposure to US short-term fixed income.

Note: CEF = Close End Funds strategies seek to “capture volatility and generate differentiated alpha”
Source: https://clig.com/wp-content/uploads/2025/01/IP72.pdf

CLIG’s capacity for growth: $6 billion
Management see potential for CLIG to increase its FUM from $10 billion to $16 billion by growing.

1. CLIM'’s International, Opportunistic Value and Listed Private Equity CEF FUM (42% of CLIM’s
$6.0 billion FUM) from $2.5 billion currently to $6.5 billion total capacity

2. KIM'’s Municipal Bond, US Fixed Income and US Equities strategies (circa 77% of KIM's $3.9
billion FUM) from ¢ $3.0 billion currently to $5.0 billion total capacity

............................................................................................................................................................................
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Performance

CLIG's investment teams have delivered top quartile performance for clients.

Exhibit 7: Ten year peer group quartile chart to 31 December 2024
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@ Global Developed CEF International Equity Composite M MSCI EM Net TR Index
@ Opportunistic Value Composite B MSCI ACWI ex-US Net TR Index
Blended 50/50 MSCI ACWI/Barclays Global Agg Index

Note: *KIM & CLIM returns are compared to their respective Morningstar and eVestment universes. Data is as of 31 December 2024.
Past performance is no guarantee of future results.
Source: eVestment Analytics System, BNY Mellon, CLIM, MSCI, S&P, Bloomberg, Morningstar, KIM; https://clig.com/wp-content/uploads/2025/01/I1P72.pdf

The above returns are annualized and presented as gross of fees performance figures, which do
not reflect the deduction of investment management fees. CLIG charges no performance fees.

KIM'’s Conservative Balanced fund performance’ is over 7% annualised, which is at the top end of
its Morningstar peer group. In addition, KIM runs tax-sensitive fixed income, taxable fixed income,
growth balanced and equity funds. We understand that the performance of these funds is also
outstanding.

CLIM’s Emerging Markets CEF strategy? is second quartile over 10 years and materially higher
than benchmarks.

CLIM’s International CEF strategy? is in the top quartile and just above the return from KIM’s
Conservative Balanced fund. This is impressive.

CLIM’s Opportunistic Value fund* is comfortably in the top quartile, in what is a broad range.

1 The KIM Conservative Balanced Composite and Morningstar Mod Con Tgt Risk TR USD Index are shown against the
Morningstar Separate Accounts - U.S. - Moderately Conservative Allocation Universe.

2 The Global Emerging Markets SMA Composite, S&P Emerging Frontier Super Composite BMI Net TR, and MSCI EM Net TR
Index are shown against the eVestment Global Emerging Markets Equity Universe of which 81.0% has been updated.

% The Global Developed CEF International Equity Composite and MSCI ACWI ex-US Net TR Index are shown against the
eVestment All ACWI ex-US Equity Universe of which 86.5% has been updated.

4 The Opportunistic Value Composite and the Blended 50/50 MSCI AWCI/Bloomberg Global Agg Index are shown against the
eVestment All Global Balanced/TAA Universe of which 73.8% has been updated.
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Exhibit 8 shows CLIG's FUM, income and expenses over the past 60 months, during markets
which have been highly volatile.

Exhibit 8: CLIG’'s FUM & Operating Profitability*

/3 Funds ($M) Income (§K) —— Operating Expenses ($K)
13000 ~ 13000
12000 12000
11000 ~ 11000
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9000 | 9000
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7000 7000
6000 | - 6000
5000 5000
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Note: Beginning October 2020, CLIG Funds Under Management (“FUM") includes KIM’s FUM.
Please note that figures prior to July 2023 have been converted to USD using a monthly average exchange rate
Source: https://clig.com/wp-content/uploads/2025/01/IP72.pdf

CLIG management provides a clear template providing guidance on how the Board views dividend
cover. Exhibit 9 shows CLIG’s 33p dividend covered by credible forecasts of quarterly earnings.

Exhibit 9: Dividend Cover CLIG Template — Guidance Only*

Dividend Cover — Actual and Assumed Over Three Financial Years

2022/23 - £2.1m Surplus 2023/24 - £34k Deficit 2024/25 - £3.4m Surplus
11 Y
33p Dividend 33p Dividend 0 33p Dividend Actual Earnings
FOOO — - - - mm e e b [ Projected earnings
—4— Present Dividend Breakeven

& B00D - remm e me e g
g =
7":' 5000 — 5 o Interim dividend paid at 11p.
= o Proposed final dividend of 22p.
— (=}
E 4000 s
s B
< 3000 8
§ s

2000

1000 —

0
Q1 Q2 Q3 Q4 [o}} Q2 a3 Q4 Q1 Q2 a3 Q4

2022/2023 2023/20247 2024/20257

TNote: Actual earnings have been converted into sterling using £:8 average rates for the period.
Projected earnings have been converted into sterling using £:8 average rates for 2023/2024.

Note: T Actual earnings have been converted into sterling using £:$ average rates for the period. Projected earnings
have been converted into sterling using £:$ average rates for 2023/2024.

Key Assumptions:

» Number of CLIG Shares in issue (50.7m) less those held by the Employee Benefit Trust (1.8m) as at 30 June 2024
+ Excludes unrealised loss/gains on seed investments, as well as amortisation of intangibles

« Starting FuM as at: 1-Jul-24

* Net increase in FuM in 2024/2025 (straight-lined to June 2025): CLIM US$250m KIM US$50m

+ Market growth: 0%

+ Overheads for 2024/25: (6)% for CLIM and nil at KIM compared to 2023/24

« Corporation tax based on an estimated average rate 25% for CLIm and 24% for KIM

« Exchange rate for entire period: £1/$1.26

*Any forward-looking statements are based on certain factors and assumptions that have not been independently
verified, which may prove incorrect, and are subject to risks, uncertainties and assumptions relating to future events,
the Group’s operations, results of operations, growth strategy and liquidity.

Source: https://clig.com/wp-content/uploads/2025/01/IP72.pdf
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CLIG's 33p per share DPS is well covered by net cash per share of 52p at end June 2024.

Exhibit 10: CLIG’s dividend record & dividend cover (2010-2024)

Normal DPS Special DPS Cover (1yr) e Cover (5 yrs)
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S z
=
8 10 0.3
0 0

2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024

Years ending mid year

Note: We forecast CLIG to pay a 33p dividend per share both this year and next; dividend cover calculations exclude special dividends
Source: Zeus research chart using CLIG data; https://clig.com/dividend-history,

CLIG's DPS of 33p is well covered by net cash and should be covered by earnings this year,
although movements in FUM will have a marginal impact.

Dividend yield & cover
We have amended Exhibit 11 to show CLIG dividend yield as 9.1%, (i.e. 33p full year dividend and
361p share price). Bloomberg chart shows CLIG dividend yield as 7.5%, which is incorrect.

Relative to other Fund Management stocks CLIG has an attractive dividend yield and cover. Only
one stock (Tatton Asset Management: TAM) has higher dividend cover and that stock’s yield is
below market (e.g. FT All Share: 3.8%).

Exhibit 11: Dividend yields & cover for CLIG and selected peers

BEst Div Yld (Curr Ann)

2017
S Bloomberg Finance L.P.

Note: for periods since July 2023, Zeus has corrected Bloomberg data for CLIG’s dividend yield which incorrectly applies an FX conversion rate
Source: Bloomberg chart dated 17 Feb 2025

CLIG, like most Fund Managers, is capable of paying dividends to shareholders while maintaining
capacity for profitable growth.
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We display the current yields and dividend covers for CLIG and the 5 other UK Fund Managers in
Exhibit 12 below, which has Bloomberg's calculation of WACC as an indicator or risk in the X-axis.

The Y-axis cross the X-axis at 4.5%, which is the 10 year gilt yield. This is where there is no
company risk. The X-axis gridlines are set at twice and three times the 10 year gilt yield.

On the Y-axis, the first gridline is set at 3.9%, which is the dividend yield for the FT All Share. The
Y-axis gridlines are set at twice, three times, four time and five times the market yield.

We see CLIG's dividend yield of 9.1% (i.e. 520 basis points above the average market dividend
yield), as being attractive.

Exhibit 12: Risk & Returns for Asset Managers

High yield
high risk

15.5% u LI0, 11.7%, 16.1%, 0.9
11.6% ) )
CLIG, 8.2%,9.4%, 1.0 k

‘ \' POLR, 12.8%, 9.2%, 0.9
/8 PMI, 10.5%, 10.7%, 0.4

™ BRK, 8.0%, 5.5%, 0.5
3.9% £
. TAM, 7.2%,2.9%, 1.2
Low yield 1
low risk V
0.0%

4.5% 9.0% 13.5%

3.88%)

&°

RETURN measured by dividend yield
(nb market yield

RISK measured by Bloomberg WACC (nb 10 yr gilt yield = 4.50%)

Note: The size of the bubbles is represents the dividend cover e.g. CLIG’s cover is 1.0x; Tatton Asset Management (TAM) has a 1.2x cover from basic EPS
Source: Zeus research chart using Bloomberg data

Looking across the FT All Share, only 120 stocks have a dividend yield which is above the market
average of 3.9% and 25 stocks have a yield above 8%. CLIG is one a select few stocks with high
dividend yields and low WACC.

Exhibit 13: FT All Share stocks with above market yields, ordered by WACC

11.0

NCC, 10.8

SBRE,10.7  PHNX,10.8 © LRE10.8

ASHM, 10.5
£ 10,0
o
K IPF,9.7 @ MNG,9.8
> CSN, 9.5
2 ® CLIG,9.1 ABDN, 9.3
2 90 SNWS, 9.0 LGEN, 9.1
= Jcse © RCHB8 HBR, 8.9
RWA, 8.5 S
TPT, 8.2 REC, 8.4 w83 NOT. 8.3
8.0 0SB, 8.1
4.5 5.5 6.5 7.5 8.5 9.5 10.5 11.5 12.5 135 14.5

Risk: WACC (%)

Note: 25 stocks in the FT All Share, ex REITs have dividend yields above 8.0%; Energean, Liontrust Asset Management and Ithaca Energy and Speedy Hire have yields

above 12%. Of the 21 stocks shown in the chart above only five have a higher yield but lower WACC than CLIG, namely NCC, Sabre Insurance, M&G, International
Personal Finance and Chesnara.
Source: Bloomberg

............................................................................................................................................................................
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Dividend discount valuation and sensitivity

CLIG is trading on a 9% dividend yield. With substantial net cash and potential to grow FUM by
60%?5, CLIG share price is underpinned by cashflows and there is substantial upside from growth,
when it materialises.

For the past four years, CLIG has paid a normal dividend per share of 33p. We forecast CLIG's
DPS to remain at 33p per share for years to June 2025 and 2026.

We see four components to current fair value:

1. Net cash plus the present value of dividends for the forecast periods to June 2025 and 2026;
2. Present value of dividends payable for periods ending June 2027, 2028, 2029, 2030 & 2031
3. Terminal value

Using a 10% discount rate (n.b. Bloomberg WACC for CLIG is 8.2%; risk premium of 180 basis
points reflects forecast risk), we calculate the present value of dividends payable over the next
two years and current cash, net of last year’s final dividend paid in 2024, totalling 93p per share.
Using a 13% risk discount rate, the present value falls to 91p per share.

If CLIG grows its AUM by CAGR of 9% between June 2026 and June 2031, its FUM would have
reached capacity of $16 billion (based on 2024 market levels); higher growth is consistent with
modest levels of market growth.

Terminal value, should be consistent with lower long-term growth. Using Gordon'’s growth model,
terminal FCF yield with 10% risk discount rate is 7.5% and with a 13% risk discount rate is 10.5%.°

We set out below the upside from CLIG growing at different rates and using risk discount rates of
between 10% and 13%.

Exhibit 14: Upside from CLIG’s current price of 361p
CAGR for CLIG FUM and earnings following June 2026

3% 5% 7% 9% 1% 13% 15%

10% 20% 29% 37% 47% 57% 68% 80%

. 1% 8% 15% 23% 31% 40% 49% 59%
Discount

Rate 12% 2% 4% 1% 18% 26% 34% 42%

13% -10% -5% 1% 8% 14% 21% 29%

Note: Net cash at end June 2024 was 54.7p; the final DPS paid in 2024 was 22p; dividends payable for FY25E and
FY26E is 33p; profit share is assumed remain at 32% of pre-profit and CLIG’s effective tax rate at 25%; terminal growth
is assumed to be 2.5%, so if discount rate is 13% the terminal FCF yield would be 10.5% and if the discount rate were
10% the terminal FCF yield would be 7.5%.

Source: Zeus research forecasts

We conclude that CLIG’s share price is underpinned by its net cash and current dividend stream.
Assuming a risk discount rate of 10%, which is 180 basis points above its WACC, the present
value of its dividend stream is 20% above the current share price.

If CLIG grows into its spare capacity and delivers 9% CAGR for the five years to June 2031, we see
the value rising a further 27%, assuming a 10% risk discount rate.

Investors that ascribe higher risk discount rates will perceive lower present values.

5 CLIG's capacity for growth is set out on page 4
6 j.e. terminal PER of 1/[risk — growth]; e.g. for risk discount rate of 10% and growth of 2.5%, terminal PER = 1/[10.0% -
2.5%] = 13.3x; this is an earnings or free cash flow yield of 7.5% and dividend yield with 1.2x cover of 6.3%

............................................................................................................................................................................
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Disclaimer

This document is issued by Zeus Capital Limited (“Zeus”) (Incorporated in
England & Wales No. 4417845), which is authorised and regulated in the United
Kingdom by the Financial Conduct Authority (“FCA”) for designated investment
business, (Reg No. 224621) and is a member firm of the London Stock Exchange.

Robin Savage is the author of this Investment Research. Robin Savage is an
Investment Research Analyst and has been employed by Zeus to produce this
research. There is no planned update to this research recommendation. The
previous recommendation for City of London Investment Group was Positive
published 26/09/2024.

Zeus is contractually engaged and paid by City of London Investment Group to
produce research on an ongoing basis and as such, this research constitutes a
minor non-monetary benefit. This research is made available at the time that it is
first published to all professional clients and eligible counterparties via numerous
research aggregators.

Unless otherwise stated any share prices used in this document are taken after
market close on the business day prior to the date of publication. The date of
completion and first dissemination of this research recommendation are the
same and are as per the date-time displayed at the top of the document, unless
otherwise stated. If the document references views of analysts other than the
author named above then please refer to the price chart or rating history table for
the date/time of completion and first dissemination with respect to that view.

This document is for information purposes only and neither the information
contained, nor the opinions expressed, within this document constitute or are to
be construed as an offer or a solicitation of an offer to buy or sell the securities or
other instruments mentioned in it. It or any part of it does not form the basis of
and should not be relied upon in connection with any contract. Subject to the
nature and contents of the document, the investments described herein are
subject to fluctuations in price and/or value and investors may get back less than
originally invested. Certain high-volatility investments can be subject to sudden
and large falls in value that could equal the amount invested. Certain investments
contained in the document may have tax implications for private customers
whereby levels and basis of taxation may be subject to change. Zeus does not
provide tax advice and investors should seek advice from a tax adviser.

Zeus uses reasonable efforts to obtain information from sources which it believes
to be reliable but the contents of this document have been prepared without any
substantive analysis being undertaken into the companies concerned or their
securities and it has not been independently verified. No representation or
warranty, either express or implied, is made nor responsibility of any kind is
accepted by Zeus, its directors or employees either as to the accuracy or
completeness of any information stated in this document.

Opinions expressed are the current opinions of Zeus as of the date appearing on
this material only. The information and opinions are provided for the benefit of
Zeus clients as at the date of this document and are subject to change without
notice. Opinions and information disclosed in this publication may have been
disclosed to the issuer prior to publication and subsequently amended. There is
no regular update series for research issued by Zeus.

The document is not to be construed as a solicitation or recommendation of
investment advice and no personal recommendation is being made to you; the
securities referred to may not be suitable for you and should not be relied upon in
substitution for the exercise of independent judgement. You should make your
own investment decisions based upon your own financial objectives and financial
resources. Neither past performance nor forecasts are a reliable indication of
future performance and Investors may realise losses on any investments,
including possible loss of the principal amount invested. Products are not insured
by any government or government agencies and are neither guaranteed, insured,
nor a deposit account or other obligation of any depository institution.

Zeus and any company or person connected with it (including its officers,
directors and employees) may have a position or holding in any investment
mentioned in this document or a related investment, and such positions or
holdings may be inconsistent with this research recommendation, and may from
time to time dispose of any such securities or instrument. In the last 12 months
Zeus may have been a manager, or co-lead manager, in the underwriting or
placement of securities to the issuers of securities mentioned in this document
within the last 12 months, or may have had corporate finance mandates or may

have received compensation for investment banking services from such
companies. Zeus, may be, or may have been, party to an agreement with the
issuer of the securities mentioned in this document relating to the production of
this recommendation. Zeus may receive or may intend to seek compensation for
investment banking services from such companies within the next 3 months. A
senior executive or director of Zeus or a connected person may be an officer,
director or adviser of any issuer of securities mentioned in this document.
Accordingly, recipients of this document should not rely on this document being
impartial and information may be known to Zeus or persons connected with it
which is not reflected in its material.

Zeus has in place a number of mechanisms for identifying and managing
potential conflicts which include: Policies and procedures to identify, consider,
manage and monitor potential conflicts of interests.

Internal guidance and training regarding the identification of possible conflicts
before they arise.

Procedures to ensure that potential conflicts are escalated to the appropriate level
within Zeus.

Internal arrangements (including physical separation and other information
barriers) for regulating the flow of information between and within business areas.

Zeus shall not be liable for any direct or indirect damages, including lost profits
arising in any way from the information contained in this material. This material is
for the use of intended recipients only and only for distribution to professional and
institutional investors, i.e. persons who are authorised persons or exempted
persons within the meaning of the Financial Services and Markets Act 2000 of the
United Kingdom, or persons who have been categorised as professional
customers or eligible counterparties under the rules of FCA. It is not intended for
retail customers.

This document is being supplied to you solely for your information and may not be
reproduced, re-distributed or passed to any other person or published in whole or
in part for any purpose. This material is not directed at you if Zeus is prohibited or
restricted by any legislation or regulation in any jurisdiction from making it
available to you and persons into whose possession this material comes should
inform themselves about, and observe any such restrictions.

Important Disclosures for United States Persons

Zeus may distribute research, in reliance on Rule 15a-6(a)(2) of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”), directly to persons in the
United States (“U.S.") that are “major US institutional investors” as defined
pursuant to Rule 15a-6(b)(4) (each an “MII”). With respect to any distribution of
this report to a U.S. person, the information contained in this report (i) is intended
solely for use by MI|, (i) was prepared by the analyst named on the cover of this
report, who is a non-U.S. research analyst and, as such, may not be subject to all
requirements applicable to U.S.-based analysts, (iii) is not subject to all of the
independence and disclosure standards applicable to research reports prepared
for retail investors, and (iv) may not be used or relied upon by anyone that is not a
MII for any purpose. Any U.S. person receiving this report represents and agrees,
by virtue of its acceptance thereof, that it is a MIl and that it understands the risks
involved in executing transactions in such securities.

Any Ml that is the recipient of this research and wishes to discuss or receive
additional information regarding any security or issuer mentioned herein, or
engage in any transaction to purchase or sell or solicit or offer the purchase or
sale of such securities, should contact a registered representative of Beech Hill
Securities, Inc. (a U.S. broker-dealer registered with the Securities and Exchange
Commission and a Member of the Financial Industry Regulatory Authority, Inc.) via
telephone at +1 (212) 350-7200 or at its offices at 880 Third Avenue, 16th Floor,
New York, NY 10022. Any transaction by such persons (other than a registered
U.S. broker-dealer or bank acting in a broker-dealer capacity) must be effected
with or through Beech Hill Securities, Inc.

Neither the report nor any analyst who prepared or approved the report is subject
to the full scope of U.S. legal or regulatory requirements pertaining to research
reports or research analysts. Zeus is neither registered as a broker-dealer under
the Exchange Act nor a member of the Financial Industry Regulatory Authority, Inc.
or any other U.S. self-regulatory organization.

To the extent this report relates to non-U.S. securities, note that investing in non-
U.S. securities may entail particular risks. Such securities may not be registered
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under the U.S. Securities Act of 1933, as amended, and the issuer of such
securities may not be subject to U.S. reporting and/or other requirements.
Financial statements included in a research report with respect to such securities,
if any, may have been prepared in accordance with non-U.S. accounting standards
that may not be comparable to the financial statements of U.S. companies.
Available information regarding the issuers of such securities may be limited, and
such issuers may not be subject to the same auditing and reporting standards as
U.S. issuers. Fluctuations in the values of national currencies, as well as the
potential for governmental restrictions on currency movements, can significantly
erode principal and investment returns. Market rules, conventions and practices
may differ from U.S. markets, adding to transaction costs or causing delays in the
purchase or sale of such securities. Securities of some non-U.S. companies may
not be as liquid as securities of comparable U.S. companies.

The information contained herein may include forward-looking statements within
the meaning of U.S. federal securities laws that are subject to risks and
uncertainties. Factors that could cause a company’s actual results and financial
condition to differ from expectations include, without limitation: political
uncertainty, changes in general economic conditions that adversely affect the
level of demand for the company’s products or services, changes in foreign
exchange markets, changes in international and domestic financial markets and in
the competitive environment, and other factors relating to the foregoing. All
forward-looking statements contained in this report are qualified in their entirety
by this cautionary statement.

Neither Beech Hill Securities, Inc. nor any affiliate thereof accepts any liability
whatsoever for any direct or consequential loss of any kind arising out of the use
or reliance on the information given. Research does not take into account the
specific investment objectives and financial situation of any recipient, nor does it
provide individually tailored investment advice or offer tax, regulatory, accounting
or legal advice. Prior to entering into any proposed transaction, recipients should
determine, in consultation with their own investment, legal, tax, regulatory and
accounting advisors, the economic risks and merits, as well as the legal, tax,
regulatory and accounting characteristics and consequences, of any transaction.
Investors seeking to buy or sell any financial instruments discussed or
recommended in any research report should seek independent financial advice
relating thereto.

The products discussed in this report are not FDIC insured, may lose value and are
not guaranteed by any Beech Hill Securities, Inc. or Zeus party.

Analyst Certification

Each of the analysts identified in this report certifies, with respect to the
companies or securities that the individual analyses, that (1) the views expressed
in this report reflect his or her personal views about all of the subject companies
and securities and (2) no part of his or her compensation was, is or will be directly
or indirectly dependent on the specific recommendations or views expressed in
this report.

Additional Disclosures

This material was produced by Zeus solely for information purposes and for the
use of the recipient. It is not to be reproduced under any circumstances and is not
to be copied or made available to any person other than the recipient.

This document does not constitute an offer of, or an invitation by or on behalf of
Zeus or its affiliates or any other company to any person, to buy or sell any
security. The information contained herein has been obtained from published
information and other sources, which Zeus or its Affiliates consider to be reliable.
Zeus does not accept any liability or responsibility whatsoever for the accuracy or
completeness of any such information. All estimates, expressions of opinion and
other subjective judgments contained herein are made as of the date of this
document. By accepting this document you agree that you have read the above
disclaimers, acknowledge them and agree to be bound by all of the foregoing
limitations, restrictions and provisions.

1. Zeus or its Affiliates have not recently been the beneficial owners of 1% or
more of the securities mentioned in this report.

2. Zeus or its Affiliates have not managed or co-managed a public offering of
the securities mentioned in the report in the past 12 months.

3. Zeus or its Affiliates have received compensation for investment banking
services from the issuer of these securities in the past 12 months.

4. However, one or more person of Zeus, or its affiliates may, from time to
time, have a long or short position in any of the securities mentioned herein
and may buy or sell those securities or options thereon either on their own
account or on behalf of their clients.

5. Zeus, or its affiliates are a market maker in the subject securities.

6. Zeus, or its Affiliates may, to the extent permitted by law, act upon or use
the above material or the conclusions stated above or the research or
analysis on which they are based before the material is published to
recipients and from time to time provide investment banking, investment
management or other services for or solicit to seek to obtain investment
banking, or other securities business from, any entity referred to in this
report.
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Zeus is a leading independent financial services group
working across public and private capital markets in the
UK. Our core services include Investment Banking, Equity
Sales, Research and Trading, and Investment
Management.

We are a highly entrepreneurial firm with a strong track
record working with ambitious founders, innovators and
their teams to realise the potential of their businesses.

London 125 0ld Broad Street London, EC2N 1AR
Tel: +44 20 3829 5000

Manchester 82 King Street Manchester, M2 4WQ
Tel: +44 161 831 1512

Bristol St. Brandon’s House, 29 Great George Street, Bristol, BS1 5QT
Tel: +44 117 945 3420

Leeds Royal House, 28 Sovereign Street, Leeds LS1 4BJ
Tel: +44 113 394 6600

info@zeuscapital.co.uk
https://zeuscapital.co.uk
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