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A leader in European equity

 €34.4 billion AuM across all portfolios1

 Excellent long-term performance

Deep resource

 24-strong European equity team2

 Close interaction across asset classes

 Dedicated risk management 

Clear investment philosophy, consistently applied

 Stock selection key source of return

 Culture of collaboration and debate

Threadneedle’s European equity credentials

Source: Threadneedle as at 31 December 2012.
1 AuM includes externally managed portfolios, and includes UK-specific assets of €19.0 billion.
2 Includes 12 UK-specific investment professionals as at 31 October 2012.
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European equities team

Source: Threadneedle, 31 January 2013.
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Distinguishing features

European equity

1  Source: Threadneedle Investments as at 31 December 2012. 
2  Source:  Performance since composite inception as at 31 December 1999. 
3  Source: Mercer Investment Consulting as at 30 September 2012.  This represents the Europe inc. UK Core Plus. composite strategy
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 The market underestimates how some companies create value
 Targeted research can enable us to identify thesePhilosophy

 Investment themes identify areas for intensive analysis 
 Research is fundamentally based and focuses on these areasProcess

 Top decile information ratio3

 Consistent track-record of long-term outperformancePerformance2

People  Large and small cap expertise in 24-strong team1

 Portfolio managers are also analysts   



Accessing European Equities
Threadneedle Fund range

Source: Threadneedle as at 31 January 2013.
1  Threadneedle assumed management of the Threadneedle (Lux) Pan European Smaller Companies Fund in September 2009.
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Threadneedle 
European Select

Structure OEIC SICAV OEIC SICAV OEIC

Aim
A core Pan European equity offering that 

provides a broad and diversified 
exposure. 

A well-diversified portfolio of smaller 
company Pan European stocks. 

A relatively 
concentrated 

portfolio of 
Continental 

European equities.

Geography Pan Europe Pan Europe Europe

Portfolio size €253.2m €144.8m €1.2bn €59.0m €2.0bn 

No. of stocks Typically 50-70 Typically 80–100 Typically 45-65

Relevant 
index MSCI Europe (Inc. UK) HSBC Smaller European Companies FTSE World 

Europe (Exc UK)

Fund 
Manager Ann Steele Dan Ison Philip Dicken / 

Mark Heslop
Mark Heslop / 
Philip Dicken David Dudding
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Threadneedle European Select Fund - Investment process

2



 A company’s intrinsic value is determined by its growth, returns on 
capital and its sustainable competitive advantage

 The market typically underestimates the potential of some companies to 
increase their intrinsic value

 Targeted research will enable us to identify these companies 

European equity philosophy

Our core portfolios tend to display a growth bias

7PT/12/01216



European Select investment process
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Idea generation

Macro and themes

European equity team 
and other investment 

professionals

Company meetings

Implementation 

Portfolio construction 

Risk management

Research / debate

Stock analysis

Investable universe – 1,500 
companies

45-60 holdings

PT/12/01564



Investment process – stock analysis
Porter’s Five Forces
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How stocks get into the portfolio

10

1  Source:  Threadneedle as at 31 December 2012.
2  Source: FTSE World Europe ex UK as at 31 December 2012.
The mention of stocks is not a recommendation to deal.

Research and debate ImplementationIdea generation

Company meetings
 European team met 

Brenntag

Threadneedle equity teams
 Preference for industry 

consolidation

Macro and themes
 Productivity enhancements; 

development of E.M supply 
chains; environmental 
regulation

 Deeper company analysis 
focuses on building 
conviction based on:

 Barriers to entry; giving 
Brenntag pricing power 
and high margins

 Positioning in fast-
growing Emerging 
Markets

 The structural trend to 
outsource low volume 
chemical distribution

 Stock review meeting

 Bought Sept 2010
 Currently 5.1% of 

portfolio1

 Index weight of 0.1%2

 Held across a range of 
European equity 
portfolios

Building conviction

PT/12/01627
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Brenntag

Porter’s Five Forces

1  Source: Datastream, as at 31 December 2012, in local currency.
2  Source: Bloomberg, as at 13 November 2012.
The mention of stocks is not a recommendation to deal.
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+ Growth
 Outsourcing trend
 Chemical volumes

 Consolidation
 Emerging market

 Only 7% market 
share

 Market leader

Degree of rivalry

 Scale / network
 Breadth of offer
 Virtuous cycle

Barriers to entry

 In-house

Threat of 
substitution

 Several thousand suppliers
 Provide crucial service / access 

to market

Supplier power

 10,000 products to 160,000 customers
 Critical to customer process
 Low volumes

Buyer power

Absolute performance and relative strength
2-year performance¹
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Brenntag Brenntag relative to FTSE W Europe Index

Year to Dec² 2012e 2013e
P/E 15.3x 13.9x

EV/EBITDA 9.1x 8.5x

RoE 18% 18%
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Threadneedle European Select Fund

iv

A relatively concentrated portfolio of Continental European equities



Threadneedle European Select Fund
Strong long-term track record

13PT/12/01491

1  Source: FactSet as 31 December 2012. Fund returns gross of tax and TER for comparison with indices. All data is quoted in EUR. Gross performance from 31 March 2010 onwards is based 
on daily cash flows and valuations, from 1 January 2008 to 31 March 2010 based on Global Close prices, and prior to January 2008 based on 12pm prices. Fund data is quoted on a bid to bid 
basis with income re-invested at bid. Index data provided by Thomson Financial Datastream. The relative returns shown are calculated on a geometric basis.
2  Returns used are calculated using Global Close prices from 1 January 2008, prior to this date noon prices have been used. From 1 April 2010 returns are based on daily cash flows and 
global closed valuations.have been calculated. All returns include gross reinvested income and are gross of fees. All data is quoted in USD. Benchmark: FTSE World Europe Ex UK.

Risk profile² 3 years 5 years 7 years

Information ratio 1.42 0.79 0.59

Beta 0.78 0.78 0.79

Tracking error (%) 7.87 9.20 8.16

Standard deviation of portfolio (%) 20.00 22.88 20.42

Standard deviation of benchmark (%) 24.69 28.24 24.63

Annualised (%)¹ 2012 2011 2010 2009 2008 2007 1 year 3 years 5 years 10 
years

Threadneedle 
European 
Select Fund

26.6 -0.1 26.5 32.0 -40.7 4.2 26.6 17.0 4.6 10.6

FTSE World Europe 
ex UK 21.3 -12.5 9.7 30.7 -42.3 6.2 21.3 5.2 -2.6 7.1

Relative return +4.4 +14.2 +15.3 +1.0 +2.6 -1.8 +4.4 +4.4 +7.3 +3.3
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Threadneedle European Select Fund
Top 10 holdings
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Source: Threadneedle as at 31 December 2012.
1  FTSE W Europe ex UK.

Company Description Fund (%) Index (%)1

Anheuser-Busch World No.1 Brewer 6.0 1.3

Nestlé Food Producers 5.8 4.0

Unilever Food Producers 5.4 1.1

Syngenta Chemicals 5.2 0.7

Brenntag Chemicals 5.1 0.1

Sampo Nonlife Insurance 5.0 0.3

Fresenius Medical Care Health Care Equipment & Services 5.0 0.3

Svenska Handelsbanken Banks 4.1 0.4

Air Liquide Industrial Gases 3.8 0.7

Ryanair Travel & Leisure 2.4 0.1

Presenter
Presentation Notes
From T2EUSG Retail portfolio characteristics (Presentations team shortcuts)USE SUBSECTORS UNLESS ITS ONE OF THE FOLLOWING: Nestle = Food producers; Anheuser-Busch: Beverages = World No.1 Brewer; (Umicore) Chemicals = Metals; (Sika) Construction & Materials = Speciality Chemicals; Koninklijke Vopak = Vopak; Air Liquide – Industrial Gases; SAMPO – nonlife insurance



Threadneedle European Select Fund 
Sector positioning

15PT/12/01491

Portfolio breakdown by FTSE sector

Source: Threadneedle as at 31 December 2012. Excludes Cash at 1.0%.
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Threadneedle European Select Fund 
Geographic positioning
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Source: Threadneedle as at 31 December 2012. Excludes Cash at 1.0%.
Other includes: Austria, Czech Republic, Greece, Hungary, and Portugal.

Portfolio breakdown by country
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Air Liquide

1  Source: Datastream, as at 31 December 2012, in local currency.
2  Source: Bloomberg, as at 13 November 2012.
The mention of stocks is not a recommendation to deal.
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Stock performance versus index
2-year performance1

17PT/12/01627

 Global leader in industrial gases

 Top 4 control 70%+ of global market

 Play on industrialisation of emerging 
markets and clean energy technology 
(e.g. carbon capture and storage)

 30-year record of uninterrupted EPS 
growth

 Dividend yield 3.0%2
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Air Liquide Air Liquide relative to FTSE W Europe Index

2012e2 2013e2

EV/EBITDA 9.2x 8.4x
P/E 17.6x 16.1x
ROE 16% 16%
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Why Small Cap?



 Superior growth to large cap
 Smaller companies are more flexible and able to adapt to changing market conditions
 Entrepreneurial managements

 Large opportunity set, greater opportunity to generate alpha

 Lower analyst coverage

 M&A: Cash-rich large caps likely to boost low organic growth with acquisitions

 Valuation appears attractive relative to other asset classes and history

 Large caps may be more at risk of government intervention/reg than small caps.

Attractions of Pan European Small/Mid Cap

19PT/12/01314



Characteristics of smaller companies

1  Source: Goldman Sachs International as at 11 July 2012.
2  Source: Datastream, July 2012.
3  Source :JP Morgan as at 31 December 2011.
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Small Caps – Why now?

Source: JPMorgan – 10 January 2013. Pan European data.
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PE Yr+1
Current

PE Yr+1
15 yr avg

P/B
Current

P/B 
15 yr avg

EPS 
growth 
2012e

EPS 
growth 
2013e

Small/Mid Caps 12.2x 14.5x 1.9x 2.5x 4.9% 19.7%
Large Caps 13.3x 16.2x 2.3x 2.9x 5.9% 13.2%

 Small/Mid caps are trading at a discount to 15-year average multiples

 Small/Mid caps are expected to grow faster than Large caps

21
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Threadneedle Pan European Smaller Companies Fund

A well-diversified portfolio of smaller company Pan European stocks. 



Strong out-performance over the long term

Source: FactSet as at 31 December 2012. Fund returns gross of tax and TER for comparison with indices. All data is quoted in EUR. Gross performance from 31 March 2010 onwards is based on daily cash flows and 
valuations, from 1 January 2008 to 31 March 2010 based on Global Close prices, and prior to January 2008 based on 12pm prices. Fund data is quoted on a bid to bid basis with income re-invested at bid. The relative 
returns shown are calculated on a geometric basis.
1  Threadneedle Pan European Smaller Companies Fund is since inception 30 November 2005. Threadneedle European Smaller Companies Fund is since Fund Manager inception 30 September 2002. Threadneedle (Lux) 
Pan European Small Cap Equities Fund is since Fund Manager Inception 30 September 2009.
2  SSB Europe Extended Index (£) to 30 Sep 2003. HSBC European Smaller Cos. Ex UK onwards.
3  From 30 September 2009 to 31December 2009.

Annualised (%) 2012 2011 2010 2009 1 year 3 years 5 years Since 
inception1

Threadneedle Pan 
European Smaller 
Companies Fund

32.4 -8.1 43.4 43.1 32.4 20.4 6.0 12.3

HSBC Smaller European
Companies Index 24.0 -18.4 25.6 59.1 24.0 8.3 -0.3 3.7

Relative return +6.8 +12.7 +14.2 -10.0 +6.8 +11.2 +6.4 +8.4

Threadneedle (Lux) Pan 
European Smaller 
Companies Fund

34.6 -8.6 46.4 7.33 34.6 21.7 7.2 22.5

HSBC Smaller European
Companies Index 24.0 -18.4 25.6 2.23 24.0 8.3 -0.3 8.4

Relative return +8.6 +12.1 +16.6 +5.03 +8.6 +12.4 +7.5 +13.0

23
PT/12/01577
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Threadneedle Pan European Smaller Companies Fund
Sector weightings

Source: Threadneedle as at 31 December 2012.  Excludes Cash of 2.5%.
1  HSBC Smaller European Cos Index.
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Sector Portfolio 
(%) Index (%)1

Industrials 33.5 25.4
Health Care 12.8 6.6
Consumer Goods 11.7 10.2
Basic Materials 11.0 6.1
Financials 9.4 21.8
Consumer 
Services 5.7 13.5

Oil & Gas 4.9 7.0
Technology 3.5 6.1
Utilities 3.3 1.8
Telecoms 1.7 1.4
Unclassified 0.0 0.1

Threadneedle Pan European Smaller 
Companies Fund
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Important Information – Hong Kong
 The research and analysis included in this document have not been prepared in accordance with the legal requirements designed to promote its independence and have been produced by

Threadneedle for its own management activities, may have been acted upon prior to publication and is made available here incidentally. Any opinions expressed are made as at the date of
publication but are subject to change without notice. Information obtained from external sources is believed to be reliable but its accuracy or completeness cannot be guaranteed. This document may
not be reproduced in any form or passed on to any third party without the express written permission of Threadneedle. This document is the property of Threadneedle and must be returned upon
request.

 The contents of this document have not been reviewed by any regulatory authority, including the Securities and Futures Commission in Hong Kong. Risks are attached to any kind of investment.
Investors are advised to read the Prospectus, the Looseleaf and the Information for Hong Kong Investors which can be obtained from HSBC Institutional Trust Services (Asia) Limited (the “Hong
Kong Representative”), for further details, including risk factors, before investing in the Funds.

 Past performance of the fund and its manager and any forecasts or information on the economic trends are not necessarily indicative of the future or likely performance of the fund or its manager or a
guarantee of future trends. The price of shares and the income accruing to those shares, if any, may fall or rise and an investor may not get back the amount invested. Threadneedle does not give
any investment advice. The mention of any specific shares or bonds should not be taken as a recommendation to deal. This document is for informational purpose only and does not constitute an
offer or solicitation of an order to buy or sell any securities or other financial instruments or to provide investment advice or services. Investors are advised to exercise caution in relation to the
information presented herein. If you are in any doubt about any of the contents of this document, you should obtain independent professional advice.

 Threadneedle Investment Funds ICVC (“TIF”) is an open-ended investment company structured as an umbrella company, incorporated in England and Wales, authorised and regulated in the UK by
the Financial Services Authority (“FSA”) as a UCITS scheme. Threadneedle Specialist Investment Funds (“TSIF”) is an open-ended investment company structured as an umbrella company,
incorporated in England and Wales, authorised and regulated in the UK by the FSA as a UCITS scheme. Threadneedle Investment Services Limited has appointed HSBC Institutional Trust Services
(Asia) Limited as its Hong Kong representative.

 Threadneedle (Lux) is an investment company with variable capital (Société d’investissement à capital variable, or “SICAV”) formed under the laws of the Grand Duchy of Luxembourg. The SICAV
issues, redeems and exchanges shares of different classes, which are listed on the Luxembourg Stock Exchange. Threadneedle Management Luxembourg S.A. is advised by Threadneedle Asset
Management Ltd. and/or selected sub-advisors. Threadneedle Management Luxembourg S.A. has appointed HSBC Institutional Trust Services (Asia) Limited as its Hong Kong representative.

 Issued in Hong Kong by Threadneedle Portfolio Services Hong Kong Limited 天利投資管理香港有限公司. Unit 3004, Two Exchange Square, 8 Connaught Place, Hong Kong. Registered in Hong
Kong under the Companies Ordinance (Chapter 32), No. 1173058. Authorised and regulated in Hong Kong by the Securities and Futures Commission. SFC authorisation is not a recommendation or
endorsement of a scheme nor does it guarantee the commercial merits of a scheme or its performance. It does not mean the scheme is suitable for all investors nor is it an endorsement of its
suitability for any particular investor or class of investors. Threadneedle Investments is a brand name and both the Threadneedle Investments name and logo are trademarks or registered trademarks
of the Threadneedle group of companies.
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