
 

28 August 2020 
European Assets Trust (EAT) aims to generate long-term capital growth by 

investing in a concentrated but diversified portfolio of small- and medium-

sized European companies. Managers Sam Cosh and Lucy Morris have 

seized the opportunity created by the Q1 market sell-off to enhance the 

quality and growth characteristics of the portfolio. Recent performance 

shows that their actions are already paying off and they are confident that 

EAT has the ability to keep delivering solid returns to investors not just 

short-term, but also over the long-term. EAT’s high payout policy and a 

recent fee reduction have the potential to enhance its investor appeal. 

NAV total return performance relative to benchmark over 10 years 

 

Source: Refinitiv, Edison Investment Research 

The market opportunity 

Investors seem confident that the European economy will continue to gather 

momentum after the Q1 sell-off, although persistent health, economic and political 

risks have the potential to spark renewed financial market volatility in coming 

months. However, European stock valuations appear attractive on several 

measures, suggesting that investors seeking exposure to European equities and 

diversification away from the UK may find value at current market levels.    

Why consider investing in European Assets Trust? 

◼ Solid absolute returns over most periods shown on page 8 and long-term 

performance ahead of the benchmark and the UK market. 

◼ Board commitment to a high dividend payout policy.  

◼ A recently reduced management fee. 

Historically wide discount has scope to narrow 

EAT’s shares are currently trading at a 6.3% discount to cum-income NAV. This 

compares to an average of 8.7% over the past year, and averages of 5.3%, 3.9% 

and 4.8% over three, five and 10 years respectively. The board is committed to 

managing the volatility of the discount. It believes that the migration of the trust to 

the UK in March 2019 will broaden its investor base and combined with the high 

dividend payout policy and a recent fee reduction, may help EAT’s discount return 

to its narrower historical levels over time.  
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European Assets Trust 

High-yielding outperformer focused on growth 

Price 106.5p 

Market cap £383.5m 

AUM £415.8m 
 

NAV* 115.5p 

Discount to NAV 6.3% 

*Including income. As at 24 August 2020. 

Yield 6.8% 

Ordinary shares in issue 360.0m 

Code EAT 

Primary exchange LSE 

AIC sector European Smaller Companies 

Benchmark EMIX Smaller Europe ex-UK 

Share price/discount performance 

 

Three-year performance vs index 

 
 

52-week high/low 111.0p 62.4p 

NAV** high/low 119.0p 81.3p 

**Including income.   
 

Gearing 

Gross* 2.1% 

Net* 2.1% 

*As at 31 July 2020. 

Analysts 

Joanne Collins +44 (0)777 552 4686 

Mel Jenner +44 (0)20 3077 5720 
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Exhibit 1: Trust at a glance 

Investment objective and fund background Recent developments  

European Assets Trust was launched as a Dutch company in 1972 and was 

previously dual listed on the LSE and Euronext Amsterdam exchanges. The trust 
formally migrated from the Netherlands to the UK on 16 March 2019. It targets 
capital growth through investment in quoted small- and medium-sized companies 
in Europe (ex-UK), using the EMIX Smaller Europe ex-UK Index as a benchmark 

◼ 10 August 2020: H120 report confirms that a dividend of 1.755p will be paid 

in October 2020, taking total annual dividend payments for 2020 to 7.020p 
(6% of NAV as at end December 2019). 

◼ 10 August 2020: H120 results show NAV and share price TR of 3.5% and  
-8.6% respectively for the same period ended 30 June 2020, versus an index 

return of -3.5%. 

Forthcoming Capital structure Fund details 

AGM May 2021 Ongoing charges 0.98%, estimated for 2020 Group BMO Global Asset Mgt (formerly F&C) 

Annual results March 2021 Net gearing 2.1% Manager Sam Cosh 

Year end 31 December  Annual mgmt fee See page 9 Address Exchange House, Primrose Street, 

London, EC2A 2NY Dividend paid Quarterly Performance fee None 

Launch date 1972 Trust life Indefinite Phone +44 (0)800 136420 

Continuation vote None Loan facilities €45m with RBSI Website bmogam.com/european-assets-trust 

Dividend policy and history   Share buyback policy and history 

The board targets a distribution of 6% of NAV as at the end of the preceding 
year, normally payable in January, April, July and October. With effect from 1 
January 2020, the trust declares its dividend in sterling. Previously, it was 

declared in euros. 

EAT is authorised to both repurchase and allot its ordinary shares. The chart of 
buybacks and issuance excludes shares issued as scrip dividends. 

  

Portfolio exposure by sector (as at 31 July 2020) Portfolio exposure by geography (as at 31 July 2020) 

  

Top 10 holdings (as at 31 July 2020)  

 
  Portfolio weight % 

Company Country Sector 31 July 2020 31 July 2019* 

Vidrala Spain Glass bottle manufacturer 3.9 3.7 

Gerresheimer Germany Pharmaceutical packaging 3.9 4.3 

Scout24 Germany Online marketplace 3.2 N/A 

SimCorp Denmark Financial software 3.0 N/A 

Ringkøbing Landbobank Denmark Regional bank 3.0 3.9 

Royal Unibrew Denmark Consumer goods 2.9 N/A 

Tecan Group Switzerland Healthcare laboratory instruments 2.9 3.8 

IMCD Netherlands Chemicals 2.9 4.6 

Wizz Air  UK Low-cost airline 2.8 3.6 
Just Eat Takeaway.com Netherlands Online food service provider 2.6 N/A 

Top 10 (% of portfolio)   31.1 32.2 
 

Source: EAT, Edison Investment Research, Bloomberg, Morningstar. Note: *N/A where not in end-31 July 2019 top 10. Figures subject 
to rounding. 
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Utilities (2.1%)
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Market outlook: Long-term valuations are supportive 

The European economy has begun to recover from the devastating blow struck by the coronavirus 

lockdown earlier the year. Government support programs are assisting the bounce back and 

investors have welcomed the EU’s recent agreement on a €750bn recovery fund, which was 

heralded as a significant step towards closer fiscal integration across the region. Lockdown 

conditions have eased, regional travel and tourism have partially resumed and the latest economic 

survey data are registering improvement in forward activity indicators.  

European equity investors seem confident that the recovery will continue to gather momentum and 

markets have made a rapid recovery from March’s sharp correction (Exhibit 2 LHS). However, risks 

remain. On the health front, no vaccine is yet available, the virus is not contained in the US and 

several emerging market countries, including India and Brazil, and even in continental Europe, 

where infections are low, there are concerns of a second wave during the winter. An upsurge in 

infections carries significant economic risk, as even localised lockdowns undermine recovery 

momentum. Furthermore, some government support programs are being wound down even though 

job losses and business closures are still rising. Political tensions are also high, especially between 

the US and China, and rhetoric is likely to escalate further ahead of the US presidential election . 

Closer to home, negotiations continue between Britain and the EU over the terms of Britain’s 

departure from the Union at the end of the year and there is yet no guarantee of an orderly Brexit. 

Any of these health, economic or political factors could trigger further bouts of financial market 

volatility.  

On a more positive note, European stock valuations appear attractive against both historical 

measures and compared to the world market (Exhibit 2 RHS). The MSCI Europe index’s normalised 

price to earnings ratio was 13.2x May 2020, its lowest level since 2013, and below its long-term 

median of around 16.0x. In addition, on a price-to-book basis, Europe has reached lows versus the 

US not seen in 45 years. European small-cap companies presently look attractive relative to large-

caps on a price-to-book basis, and the European small-cap 12-month forward P/E ratio relative to 

large-caps is below the median over the past 20 years. These valuation metrics suggest investors 

considering acquiring or augmenting an exposure to European equities, especially in smaller-cap 

companies, may find particular value at current market levels.  

Exhibit 2: Market performance and valuation 

European and world index total returns over five years Europe ex-UK forward P/E and and discount to world index over five years 

  

Source: Refinitiv, Edison Investment Research. Note: Valuation data at 20 August 2020. 

Fund profile: Long-term growth with high income 

EAT targets capital growth through investment in quoted small- and medium-sized companies in 

Europe. Its benchmark is the EMIX European Smaller Companies ex-UK index. The fund is 
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managed by Sam Cosh (lead manager) and Lucy Morris, who believe that smaller companies are 

often under-researched and thus possibly also undervalued, with scope for potentially significant 

outperformance over time. Cosh follows a systematic, bottom-up, patient investment approach, 

which results in a relatively concentrated yet diversified portfolio typically of 40–50 holdings. These 

positions represent the managers’ highest conviction investment ideas. EAT’s board has a 

commitment to paying a high dividend (see Dividend Section on pages 9 and 10) and the 

prospective dividend yield of 6.8% is more than double that of any of its peers within the AIC 

European Smaller Companies sector (see page 10). 

The trust was launched in 1972 as a Dutch company and until March 2019, its shares were dual -

listed on the Amsterdam and London stock exchanges. In March last year the board completed a 

migration of the fund to the UK. EAT now has a premium listing on the London Stock Exchange. 

This move to the UK was motivated by many considerations, including the fact that a large majority 

of the trust’s shareholders are UK residents and that it would also create the potential, recently 

realised, to reduce ongoing charges (see Capital charges and fees section on page 9).  

The fund managers: Sam Cosh and Lucy Morris 

The managers’ view: Using crisis productively to raise quality 

EAT’s managers, Sam Cosh and Lucy Morris believe that this year has provided a rare and highly-

valuable opportunity to find ‘great businesses at exceptionally attractive prices’ and they have 

striven to take full advantage of the Q120 market sell-off to improve the quality of the portfolio. 

Recent performance shows that their actions are already paying off.   

Cosh and Morris’s approach has always been to seek quality and growth, but only at the right price 

– they view valuation as an important driver of returns. For some time before the healthcare crisis 

they held the view that quality was too expensive. ‘The influence of low interest rates and abundant 

liquidity on good-quality growth stocks have, in recent years, led to challenging valuations and we 

shied away from some stocks which would naturally fit our philosophy’ Cosh says. When the crisis 

struck, EAT was ungeared, with cash in the portfolio, patiently waiting for valuations to improve.  

The severe market sell-off during late February and March provided Cosh and Morris with the 

chance they were waiting for. Many of the high-quality companies on their watchlist were suddenly 

trading at attractive valuations and during March and April they were very quick to deploy cash into 

the market. The managers also drew down part of the trust’s loan facility to fund further purchases.  

Cosh believes these transactions strike a balance between great companies ‘in the eye of the crisis’ 

– names such as the budget airline Wizz Air, the Italian food company Marr, Swedish commercial 

services company Coor and CTS, an information technology company – and high-quality cyclical 

companies such as Interpump, a world leader in the production of pumps and hydraulic 

components, and Norma, a manufacturer of components in the field of connecting technology. Cosh 

and Morris have also bought several interest rate sensitive companies such as Avanza, a Swedish 

online broker, Sparebank and Ringkøbing Landbobank, which should benefit from the extremely 

low interest rate environment.  

The managers stress that as the trust’s dividend is paid out of a combination of income and capital, 

dividend cuts by portfolio companies do not have an impact on the yield of the trust. Although the 

managers like companies with the discipline of paying a dividend, in an extraordinary situation such 

as the Covid-19 crisis, they accept that cuts, if required, are a sensible precaution in order to 

preserve cash and protect balance sheets. The trust’s holdings did see some cuts in H120 but the 

managers believe the high-quality nature of these holdings means these cuts were less than for the 

market as a whole and that these businesses should have the ability to resume dividend payments 

as the recovery takes hold.  



 

 

 

European Assets Trust | 28 August 2020 5 

Cosh and Morris are also sanguine about the impact of Brexit. ‘EAT is a continental European fund’ 

Cosh says. The portfolio holds only one UK-listed share, Wizz Air, which derives most of its 

earnings from Eastern Europe. The trust’s holding of Irish Continental, a ferry company which 

services routes between Ireland and the UK, may be perceived as potentially vulnerable to a 

disorderly Brexit, but Cosh stresses that it is a small holding, which was acquired at a good price 

that already discounted a potentially negative impact from Brexit. Cosh also observes that if sterling 

weakens further after Brexit, EAT’s shareholders will benefit, as the trust now reports in sterling and 

does not hedge its currency exposures.  

In sum, Cosh says, ‘we have a portfolio that we like and we are confident in its ability to keep 

delivering solid returns for investors, not just over the short-term, but also into the longer-term’. And 

the possibility of further market volatility does not detract from Cosh and Morris’s confidence in the 

future. On the contrary, they insist that they would embrace it, and take the chance to add more 

high-class companies that have so far been too richly valued, further strengthening the quality and 

growth characteristics of the portfolio.  

Asset allocation 

Investment process: Patiently seeking quality, at the right price 

Cosh and Morris aim to build a relatively concentrated, but diversified portfolio, typically between 

40-50 stocks. They seek high-quality companies which they define as those with sound business 

models, high margins and returns and very strong balance sheets, with scope to deliver strong cash 

flows and superior returns over many years, even in difficult environments. The managers adopt a 

well-established, bottom-up, fundamental analysis approach and are supported by BMO’s well-

resourced small cap and global equities teams. They produce detailed analysis of each potential 

investment, including valuation targets and sell triggers. Cosh and Morris’s approach is benchmark 

agnostic and they are happy to adopt a contrarian stance when a business satisfies their 

investment criteria.  

Holdings are allocated to one of four broad buckets: 

◼ Durable franchise – the core of the portfolio, representing companies with quality 

characteristics, disciplined management, robust business models and sustainable earnings 

growth potential. Stocks in this bucket currently comprise 37% of the portfolio.  

◼ Wide moat growth – faster-growing companies with an ability to defend market share and 

support capital growth due to sustainable competitive advantages thanks to economies of scale 

or intellectual property. Stocks in this bucket presently represent 31% of the portfolio.  

◼ Transformation/recovery – these companies, which comprise 22% of the portfolio, are 

undervalued but have a catalyst for change, such as a re-allocation of capital or new 

management.  

◼ Deep value – companies in this bucket (now 10% of the portfolio) are often out of favour, but 

the manager believes that their challenges are surmountable and they possess recovery 

potential that is under-appreciated by the market. Stocks in this bucket have very attractive 

risk-reward potential.  

Although Cosh and Morris’s focus is on quality, they believe that valuation is an important driver of 

returns. They are disciplined about adopting or adding to positions only at the right price. They look 

for companies that trade at a substantial discount to their intrinsic value. Companies that meet 

EAT’s investment criteria but are not trading at acceptable valuations are placed on a ‘patient 

fisherman’ watchlist of stocks, awaiting a better price entry point. EAT’s watch list is shorter than 

usual after recent acquisitions (discussed below) but continues to evolve with the addition of new 

companies. At present the list has 26 names including a healthcare stock and German technology 
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stock. Of these, Cosh and Morris are ready to buy four to six companies at the right price. The 

remainder need more research before the decision to purchase may be made.  

Company meetings are a key component of the investment process and the managers report that 

company access, while always good, has improved since the onset of the coronavirus crisis. 

Companies are reaching out to investors and being especially responsive to requests for meetings 

and information, while brokers are offering virtual ‘fireside chats’ and other channels of 

communication.  

Current portfolio positioning 

Before the onset of the global pandemic, equity markets had made strong gains in early 2020 and 

in February, Cosh began reducing risk by trimming profitable holdings of leveraged cyclicals and 

financial stocks, such as banks and economically-sensitive stocks that carried balance sheet risk 

such as Komax, a Swiss wire processing company and Takkt, a German office products specialist. 

As mentioned above, EAT entered the crisis with cash. As the crisis began to unfold, Cosh and 

Morris made further defensive sales, including poor-performing stocks such as TGS-NOPEC 

Geophysical and Lenzing.  

In March and April, once the market bottomed out, they began to purchase a number of stocks on 

their watchlist. In addition to names mentioned in The manager’s view section above, they also 

bought Rémy Cointreau, a producer of premium wines and spirits, which had been under pressure 

due to unrest in Hong Kong and the Chinese lockdown, but which the managers view as a 

particularly high quality asset, in part because its inventory increases in value even if unsold. They 

also bought Nordic Semiconductor, a Bluetooth chip maker and. HelloFresh, a food delivery 

company that saw a surge in demand during lockdown and grasped the associated marketing 

opportunity to increase its customer retention rates. Cosh sees this company as a  ‘long-term 

winner’ with significant growth prospects. He and Morris also bought two online broking companies, 

Flatex, a German company expanding into Austria and the Netherlands, and Avanza, a Swedish 

broker. The managers believe online broking companies such as these, with user-friendly trading 

platforms offering quick dealing at a good price, with post trade support, provide a much better 

service than traditional brokers and banks and have business models which are very scalable.  

At the end of May, and the beginning of June, as markets continued to rise, the managers took 

some profits, including on healthcare stocks which had performed especially well. They trimmed 

positions in DiaSorin, a medical equipment company which has developed a Covid-19 serology 

test, Tecan and Gerresheimer, a global leader in pharmaceutical packaging, which should benefit 

from an increase in demand as and when a vaccine becomes available.  

The portfolio activity initiated so far this year has seen some notable shifts in EAT’s sectoral 

exposures (Exhibit 3). It has reduced its exposure to industrials, (22.1% of the portfolio at end-July 

from 26.9% at end-December 2019) and to financials (12.5% at end-July from 15.7% at the end of 

2019). Recent profit-taking on healthcare names has seen exposure to this sector decline to 10.7% 

at end-July from 12.8% at end-December 2019). Exposure to information technology has increased 

the most (to 10.6% of the portfolio at end-July, from 5.5% at end 2019). Increases in consumer 

staples, real estate and utilities have been more modest.  

Unsurprisingly, portfolio turnover has increased markedly since the onset of the pandemic and 

stood at 27% for H120 (54% annualised), more than double the usual level of around 20-25%. 

However, the managers expect turnover to decline to more normal levels going forward. 
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Exhibit 3: EAT’s industry exposure and portfolio characteristics (as at 31 July 2020*) 

(% unless stated) 

End July 

2020 

End Dec 

2019 

Change 

(pp) Index 

Active 
weight vs 

benchmark 

 

 EAT 

EMIX Smaller 
European 

Cos ex-UK 

Industrials 22.1 26.9 (4.8) 24.0 (1.9)  Forward P/E (x) 25.4 18.9 

Consumer discretionary 14.4 14.2 0.2 9.7 4.7  Dividend yield (%) 1.8 2.8 

Financials 12.5 15.7 (3.2) 13.2 (0.7)  Weighted avg market cap (£m) 2,921 2,160 

Healthcare 10.7 12.8 (2.1) 10.2 0.5  Return on equity (%) 15.7 12.4 

Information technology 10.6 5.5 5.1 9.4 1.2  Net debt/equity (%) 13.7 70.3 

Materials 10.1 10.0 0.1 7.5 2.6     

Communication services 7.3 7.0 0.3 5.3 1.9     

Consumer staples 6.8 5.4 1.4 5.8 1.0     

Real estate 3.4 0.0 3.4 9.6 (6.2)     
Utilities 2.1 0.0 2.1 3.4 (1.3)     

Energy 0.0 2.5 (2.5) 1.8 (1.8)     

Total 100.0 100.0   100.0      

Source: European Assets Trust, Edison Investment Research. *Valuation data as at 31 May 2020. 

Performance: Recent improvement as actions pay off 

Exhibit 4: Five-year discrete performance data 

12 months ending  Share price 

(%) 

NAV 

(%) 
EMIX Smaller 

European ex-UK (%)   

MSCI Europe 

ex-UK (%) 

CBOE UK All Cos 

(%) 

31/07/16 (0.4) 5.4 17.6 6.8 4.1 

31/07/17 36.0 26.8 30.0 24.2 15.0 

31/07/18 (3.1) 3.5 7.3 6.1 9.1 

31/07/19 (0.8) (1.8) (1.2) 5.0 1.1 

31/07/20 (5.8) 0.5 (0.3) (2.8) (18.5) 

Source: Refinitiv. Note: All % on a total return basis in pounds sterling. 

In the three months to end-July 2020, EAT has made very solid absolute total returns, rising 11.9% 

in price terms and 15.1% in NAV terms (Exhibit 5, RHS). Its NAV performance outstripped the 

benchmark, which rose 14.5%. EAT’s performance over longer periods has also been creditable. It 

has delivered positive NAV returns over all periods shown in Exhibit 5 and outperformed its 

benchmark and the MSCI Europe ex-UK over 10 years (Exhibit 6). It has also outperformed the UK 

market consistently - a reminder to UK investors of the potential benefits of diversification away 

from the UK market.  

Stock selection has been the main contributor to performance year-to-date, with asset allocation 

having a neutral impact. The best contributor in terms of sectors was healthcare. This has been the 

best performing sector in the index year-to-date and the trust’s overweight position has proved 

beneficial. The main three healthcare holdings, DiaSorin (+53.8%), Tecan (+52.8%) and 

Gerresheimer (+52.2%) have all performed ahead of both the benchmark and sector, resulting in a 

strong stock selection effect. Although being overweight communications services, one of the worst 

performing sectors, has detracted in terms of asset allocation, stock selection here has also been 

robust. A relatively new holding in Scout24, a German online home sales portal now focused solely 

on property transactions (having sold its used car marketplace), has risen by 4.2% so far this year 

and legal information provider Karnov’s shares have risen by.5%. The biggest detractor was due to 

an underweight position in utilities. This sector has faced minimal disruption as a result of the 

pandemic and associated lockdowns. Poor stock performance also detracted in financials, where a 

low interest rate environment continues to hamper returns.    

The managers have been particularly disappointed by the poor performance of stocks in the 

consumer staples sector, as these would normally be expected to hold their ground in periods of 

economic and market instability. This is typified by the performance of Marr, an Italian food 

distributor whose main clients are in the hospitality sector. The company is several times larger than 

its main competitors and it has continued to gain market share and generate stable and rising 
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returns. Its revenues all but disappeared in March and April as hospitality businesses closed their 

doors, but Marr’s price has so far failed to recover as lockdown conditions have eased. The 

managers view this as an opportunity and have added to EAT’s holding in the belief that Marr will 

eventually emerge from the crisis in a stronger position that its much smaller competitors. Other 

stocks which have detracted from performance year to date include TGS-NOPEC Geophysical, 

now sold and CTS Eventim, which the managers continue to hold as its strong cash position should 

allow it to ride out the crisis.  

Exhibit 5: Investment trust performance to 31 July 2020 

Price, NAV and benchmark total return performance, one-year rebased Price, NAV and benchmark total return performance (%) 

  

Source: Refinitiv, Edison Investment Research. Note: Three, five and 10-year performance figures annualised. 

Exhibit 6: Share price and NAV total return performance, relative to indices (%) 

  One month Three months Six months One year Three years Five years 10 years 

Price relative to EMIX Smaller Europe ex-UK 1.4 (2.2) (2.2) (5.5) (14.4) (24.2) 32.8 
NAV relative to EMIX Smaller Europe ex-UK 4.5 0.5 3.1 20.1 17.5 (0.5) 31.4 

Price relative to MSCI Europe Ex-UK 3.6 0.3 (0.9) (3.1) (16.4) (14.7) 55.9 

NAV relative to MSCI Europe Ex-UK 6.7 3.1 4.4 23.2 14.7 11.9 54.3 

Price relative to CBOE UK All Companies 6.0 10.7 18.7 15.6 0.6 13.8 100.4 

NAV relative to CBOE UK All Companies 9.2 13.8 25.1 46.9 38.0 49.3 98.4 

Source: Refinitiv, Edison Investment Research. Note: Data to 31 July 2020. Geometric calculation. 

Exhibit 7: NAV total return performance relative to benchmark over five years 

 
Source: Refinitiv, Edison Investment Research 

Discount: Reasons share demand may increase 

As shown in Exhibit 8, EAT has often traded at or near to a premium. March was a particularly 

volatile month for the trust’s share price, which briefly traded at a discount of 23.5% to NAV. EAT’s 

share price is currently trading at discount of 6.3% to cum-income NAV. This compares to an 

average discount of 8.7% over one year, and averages of 5.3%, 3.9% and 4.8% over three, five and 

10 years respectively. 

55

65

75

85

95

105

115

Ju
l-1

9

A
ug

-1
9

S
ep

-1
9

O
ct

-1
9

N
ov

-1
9

D
ec

-1
9

Ja
n-

20

F
eb

-2
0

M
ar

-2
0

A
pr

-2
0

M
ay

-2
0

Ju
n-

20

Ju
l-2

0

EAT Equity EAT NAV EMIX Smaller Europe ex-UK

-10

-5

0

5

10

15

20

1 m 3 m 6 m 1 y 3 y 5 y 10 y

P
er

fo
rm

an
ce

EAT Equity EAT NAV EMIX Smaller Europe ex-UK

75

80

85

90

95

100

105

Ju
l-1

5

Ja
n-

16

Ju
l-1

6

Ja
n-

17

Ju
l-1

7

Ja
n-

18

Ju
l-1

8

Ja
n-

19

Ju
l-1

9

Ja
n-

20

Ju
l-2

0



 

 

 

European Assets Trust | 28 August 2020 9 

The board is committed to managing the discount and has the authority to influence the demand 

and supply balance by share issuance and buybacks. The board believes that the migration of the 

trust to the UK in March 2019 has broadened its investor base, and combined with the high 

dividend payout policy and recent fee reduction, may help EAT’s discount return to its narrower 

historical levels over time. 

Exhibit 8: Share price premium/discount to NAV (including income) over three years (%) 

 

Source: Refinitiv, Edison Investment Research 

Capital structure and fees 

Following the migration of EAT from the Netherlands to the UK in March 2019, the trust now has 

only one share class. As at 24 August 2020, there were 360.0m shares in issue. Historically, 

demand for EAT’s shares has been solid and the board has issued new shares to meet investor 

demand. The trust has a €45m loan facility with the Royal Bank of Scotland International . As at end-

July 2020, the trust had net gearing of 2.1%.  

On 1 April 2020, the annual management fee received by BMO Global Asset Management was 

reduced to 0.75%, up to €400m of assets under management and 0.60% on assets above this 

level. Previously, the manager received a fee equal to 0.80% of AUM, falling to 0.65% for funds in 

excess of €500m. Estimated ongoing charges for the year ended December 2020 are 0.98%.  

In March 2020 the board announced that with effect from the reporting period starting 1 January 

2020, the reporting currency would change from euro to sterling and that all future financial 

statements would be presented in sterling. The board anticipates that this change will improve the 

clarity of the trust’s financial statements for its shareholders, the overwhelming majority of whom 

are located in the UK.  

Dividend policy and record 

EAT’s board is committed to a high dividend distribution policy, paying an annual dividend of 6% of 

NAV as at the end of the preceding financial year. This can be funded from both income and 

distributable reserves. The annual total dividend is declared in January of each year. For FY20, the 

board announced a 7.02p per share payment, which represents a 17.2% increase on FY20. This 

will be paid in quarterly instalments of 1.755p per share, in January, April, July and October. 

Beginning in FY20, dividends will be paid in sterling, rather than euros, which had been the 

previous practice before the trust’s migration to the UK. At the current share price, EAT’s dividend 

yield is 6.8%, comfortably more than double the average of its peers.  

In the H120 report published on 10 August 2020, the chairman noted a reduction in dividend 

income received in the first half of the year but reiterated the board’s commitment to pay a fourth 
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interim dividend of 1.755p in October. This payment will fulfil its commitment to pay 6% of NAV 

calculated on the basis of NAV at end December 2019. It will be funded from a combination of 

current year profits and distributable reserves which stood at £368.6m at end-June 2020.  

Peer group comparison 

Exhibit 9: AIC European Smaller Companies peer group at 21 August 2020* 

% unless stated Market 

cap £m 

NAV TR 

1 year 

NAV TR 

3 year 

NAV TR 

5 year 

NAV TR 

10 year 

Discount 

(cum-fair) 

Ongoing 

charge 

Perf. 

fee 

Net 

gearing 

Dividend 

yield 

European Assets Trust 374.4 8.2 4.2 48.3 258.2 (6.3) 1.0** No 102 6.8 

JPMorgan European Smaller Cos  620.3 10.2 11.9 85.9 231.0 (14.3) 1.1 No 100 1.7 

Montanaro European Smaller  225.9 27.8 57.4 164.1 287.9 (2.6) 1.2 No 100 0.7 

TR European Growth 477.0 19.0 0.4 87.4 232.0 (15.0) 0.7 Yes 107 2.3 

Simple average in sector  424.4 16.3 18.5 96.4 252.3 (10.1) 1.0  102 2.9 

EAT rank in sector 3 4 3 4 2 2 2  2 1 

Source: Morningstar, Edison Investment Research. Note: *Performance to 20 August 2020 based on ex-par NAV. **Estimated for year 
ended December 2020. TR=total return. Net gearing is total assets less cash and equivalents as a percentage of net assets. 

EAT is a member of the AIC European Smaller Companies sector, which consists of four funds, 

shown in Exhibit 9. Its performance has ranked fourth over one year, third over three years, fourth 

over five years and over 10 years it ranked second. As discussed above, the trust’s dividend yield is 

much higher than any of its peers, which helps support its discount to cum-fair NAV, where it 

presently ranks second among its peers, although it is relatively wide compared to historical levels, 

as the trust has typically traded close to NAV. EAT’s estimated ongoing charge for 2020 is the 

second lowest and like most of its peers, it does not pay a performance fee. Its gearing is in line the 

average.  

The board 

EAT’s board comprises five independent non-executive directors. It is chaired by Jack Perry, who 

has held the position since 2014. Julia Bond, also appointed in 2014, is senior independent director. 

Laurence Jacquot joined the board in 2011 and Martin Breuer in 2016. Stuart Paterson joined the 

board in July 2019 as part of an orderly succession process, in anticipation of the retirement of 

deputy chairman Professor Robert van der Meer, who left the board at the May 2020 AGM after 13 

years’ service. Between them, board members have extensive experience in accounting and 

business management, financial services, investment management and technology. 
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General disclaimer and copyright  

This report has been commissioned by European Assets Trust and prepared and issued by Edison, in consideration of a fee payable by European Assets Trust. Edison Investment Research standard fees are £49,500 pa 

for the production and broad dissemination of a detailed note (Outlook) follow ing by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for the 

provision of roadshows and related IR services for the client but does not get remunerated for any investment banking  services. We never take payment in stock, options or warrants for any of our services.  

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources  that are believed to be reliable, however we do not guarantee the accuracy or completeness of 

this report and have not sought for this information to be independently verified. Opinions contained in this report represen t those of the research department of Edison at the time of publication. Forward-looking information 

or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other 

factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.  

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in 

connection with the access to, use of or reliance on any information contained on this note. 

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or 

prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transactio n in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of 

investors. 

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any 

positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to 

Edison's policies on personal dealing and conflicts of interest.  

Copyright: Copyright 2020 Edison Investment Research Limited (Edison). 

 

Australia 

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Re presentative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial 
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of  the Corporations Act 2001 of Australia. Any advice 

given by Edison AU is general advice only and does not take into account your p ersonal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the adv ice, having 

regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like 
instrument.  

 

New Zealand  

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the 

purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the 

topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in 
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this  document is not a “personalised service” and, to the extent that it contains any financia l advice, is 

intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the par ticular financial situation or goals of any person). As such, it should not be relied upon in making 

an investment decision. 

 

United Kingdom 

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or sol icitation for investment in any securities mentioned or in the topic of this document. A 

marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any 

prohibition on dealing ahead of the dissemination of investment research.  

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters rela ting to investments, i.e. investment professionals within the meaning of Article 
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPO") (ii) high net -worth companies, unincorporated associations or other bodies within the meaning of Article 49 

of the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this d ocument be 

distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstan ces should persons of any other description rely on or act upon the contents of this document.  

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person. 

 

United States  

Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the Inve stment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide 

publication of general and regular circulation offering impersonal investment -related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As su ch, Edison does not 
offer or provide personal advice and the research provided is for informational purposes only.  No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that 

any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person. 
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