SVM Continental Europe Fund
The objective of the Fund is to achieve capital growth over the long term (5 years
or more) and it aims to outperform the MSCI Europe ex UK Index. The Fund will
identify investment opportunities in undervalued companies in European equity
markets which will not necessarily be prominent in mainstream indices. The
Fund will invest at least 80% in equities and equity related instruments dealt in
or traded on European Eligible Securities Markets. The Fund may invest in other
permitted securities.
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Monthly Fund Commentary

Fund Facts

The upcoming third quarter reporting
season promises to be an insightful one as
companies should shed some light on the
issues of supply constraints and rising costs
pressures which have troubled markets
since the start of 2021. A bout of volatility in
October, prompted in a large part by the oil
price breaching $80 per barrel, a level not
seen since late 2018, brought inflationary
pressures further to the fore and further
debate over the longevity of such price
moves. Of the companies that did report
during the month many, such as L’Oréal of
France and banking giant HSBC, appeared to
be weathering the storm well thanks in a large
part to their dominant market positions and
strong pricing power. As the reporting season
progresses, we are likely to see others in less
strong positions succumb to the pressures
we are witnessing. Such an environment of
course also increased pressure on central
banks to act with the discussion appearing
less about transitory inflation and more about
when and how to tighten. The US remains the
most likely to move first although October’s
non-farm payrolls were hardly supportive
of such a stance with only 194k jobs added
against an expected 500k. Such numbers are
perhaps more indicative of stagflation not
an outcome supportive of the strong market
moves we have had this year. China added to
this unease reporting GDP growth below the
expected 5.00% a level unthinkable in the not
too distant past. Evergrande and continued
government restrictions and interventions
in the corporate world, point to an uncertain
period for this all-important economy. In
Europe, the ECB appear well aware of the
risk facing markets and there is emerging
evidence that any tapering in the region is
likely to be accompanied by further safety
measures such as extended asset purchases.
This sits well with the cautious announcements

Launch Date:

we have had from Christine Lagarde following
recent central bank meetings.
Both the fund and the index manged to
finish the month in positive territory with
the fund’s 4.1% return out-pacing 3.0%
for the MSCI Europe ex UK Index. The
best performing stock was Hexatronic of
Sweden, the manufacturer and supplier of
the equipment required to build out a fibre
optic network. The business is extremely well
positioned in a strongly growing market and
their targeted customers are smaller players
in the telecommunications market, which
has allowed the company to avoid the hefty
discounts demanded by the larger players. A
recent acquisition for the company in the US
has further boosted the attractiveness of the
investment proposition. Both Energiekontor
of Germany and Crayon Group of Norway
also rose more than 20%. While the former,
a windfarm operator and developer, has
benefitted in the strong underlying demand
for alternative energy sources, the latter
benefitted from an October upward revision
of the company’s expectations for growth for
the remainder of the year. Eight out of the
ten best performing stocks came from either
the technology or the renewable energy
sector. The worst performer was Aluflexpack
a manufacturer of amongst other things
coffee pods and flexible food packaging. The
shares were hit by a broker down grade which
pointed out the good run the shares have
had year to date and the negative inflationary
impact on costs the company is currently
experiencing. While we would not argue
against either point the long-term investment
case still stands and we consider the 22%
drop in the share price to be overdone. There
were no outright buys or sells over the course
of the month.
Fund and index performance source: FE
fundinfo

20 March 2000

Benchmark Index:
MSCI Europe ex UK Index
IA Sector:

Europe ex UK

Type of Shares:
XD Date:
Pay Date:

Accumulation
31 December
30 April

Fund Size:

£32.3m

Fund Manager:
Hugh Cuthbert (Fund Manager)
Appointed: 23/01/2006
Years at SVM: 15
Industry Experience: 26
Fund Charges (OCF*):
Share Class A
1.92%
Share Class B
1.17%
*Ongoing Charges Figure includes Annual
Management Charge and additional expenses.

Minimum Investment:
Initial
Share Class A
£1,000
Share Class B
£250,000*

Subsequent
£200
£200

**Discounted to £1,000 for Professional Advisers

Risk and Reward Profile:
Lower risk

Higher risk

Typically lower
rewards
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The Synthetic Risk & Reward Indicator (‘SRRI’) may
be a guide to the level of risk of the Fund compared
with other funds. The SRRI is calculated based on
the historical volatility of the fund over the last 5
years and it may not be a reliable indication of the
future risk and reward profile of the fund.
• This Fund has been classed as 6 because it has
experienced high volatility historically.
• The SRRI category shown is not guaranteed and
may change over time.

Past Performance is not a guide to future performance. All financial instruments involve a
degree of risk. The value of your investments and any income from them can go down as well
as up and you may not get back the amount originally invested.

• The lowest category (1) does not mean risk free
and extreme adverse market circumstances can
mean you suffer losses in all cases.
As at 02/07/2021

INDEPENDENT THINKING
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Portfolio Analysis
Risk Baskets
To help understand the overall balance of the portfolio,
stocks are allocated to one of eight risk groups:
defensive, cyclical, stable financial, unstable financial,
consumer cyclical, oil & gas, mining and finally
technology. Most of these groups are self explanatory
but financials deserve some clarity. All financials are
inherently unstable, but in the main, Lloyd’s underwriters
and General Insurers take less balance sheet risk, so are
relatively more stable than Banks or Life Assurers.
Seeing the portfolio broken down into these categories
allows an understanding of how aggressive or defensive
the overall portfolio is, and where risk is being taken.
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Energiekontor

3.9

Ipsos
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Crayon
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This Month’s Featured Stock
Veolia Environnement
French utility Veolia Environnement recently
completed a long-awaited merger with arch rival
Suez to become a diversified global player in
waste and water processing. Not only does the
merger offer large cost cutting potential but also
the enlarged group will dilute Veolia’s exposure
to the French market, an issue which has likely
held the shares back prior to this new corporate
structure being formed. As the company relies
on very large long-term contracts any further
diversification is welcomed and this deal appears
the perfect solution. There are, however, certain

regulatory hurdles which stand in the way but this
should not necessarily be viewed in a negative
light as any disposals which arise are likely to
be sold at a healthy price in today’s low interest
rate environment. This should be welcomed as
Veolia’s debt burden will be in excess of 3x net
debt/EBITDA under the new structure and any
move to bring this to more comfortable levels
is likely to be rewarded by the market. The
company has a good track record in this area.
We can see a number of clear catalysts on the

horizon for Veolia which, if successfully enacted,
should result in good upside for the shares.
Currently priced at below 6x EV/EBITDA in the
coming years the valuation appears too cheap
for a utility which is exposed to many of the
themes which investors currently prize highly
including waste recycling and clean water
provision. Not only this but Veolia offers the
prospect of some growth as new contracts are
won and their commodity business is highly
exposed to global GDP growth.
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Portfolio Structure
As an unconstrained fund we invest in our highest conviction ideas irrespective of market
capitalisation, country or sector. As a consequence The SVM Continental Europe Fund portfolio
will vary considerably from the benchmark index and from other funds that are in the same IA
sector.

Top 10 Holdings
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Size Analysis

Sesa

3.3

n

Mega Cap (>€50bn)

8.2

Dustin

3.2

n

Large Cap (<€50bn)

14.4

Veolia

3.2

n

Mid Cap (<€10bn)

51.5

AXA

2.9

n

Small Cap (<€1bn)

13.5

40
45
50
55
60
65
70

10

66.0

-0

Rest of Porfolio

(%)

Country Breakdown
No. of Stocks

(%)

9

21.6

10

21.1

Italy

4

11.1

Norway

4

8.8

Sweden

3

7.0

Currency Exposure

(%)

Denmark

2

6.7

n

Euro

59.6

Switzerland

3

5.5

n

Norwegian Krone

8.8

Austria

2

3.7

n

Swiss Franc

5.5

Netherlands

1

1.1

n

Danish Krone

6.7

Belgium

1

0.9

n

Swedish Krona

7.0

France
Germany

0

Sector Breakdown

(%)

Industrials

17.6

Financials

17.0

Information Technology

14.5

Materials

9.8

Communication Services

9.6

Real Estate

4.8

Consumer Discretionary

4.5

Health Care

4.4

Utilities

3.2

Energy

1.1

Consumer Staples

1.1
0

5

2

10

4

6

15

8

Please note that figures may not add up to 100% due to Cash holding.

10

20

12

14

25

16

18

Page 3 of 4

SVM Continental Europe Fund Share Class B

Factsheet as at 31 October 2021

Fund Performance
to 31/10/2021
Cumulative Performance, % change
One
month

2021 yr
to date

One
year

Three
years

Five
years

Since
launch*

4.1

20.8

52.8

88.7

107.1

583.9

SVM Continental Europe Fund B
MSCI Europe ex UK Index

3.0

15.0

33.2

42.8

61.7

248.7

IA Europe ex UK Sector**

2.1

13.9

33.3

41.6

56.4

207.1

Source: FE fundinfo, as at 31/10/2021, B Share Class, GBP, UK net tax with net income reinvested and no initial
charges.
*The Fund was launched on 20 March 2000
**IA is provided as a comparator

Percentage growth year on year to 30 September

Enquiries
www.svmonline.co.uk
Calls may be recorded

2021

2020

SVM Continental Europe Fund B

36.0

MSCI Europe ex UK Index

21.8

Performance Difference

+14.2

2019

2018

2017

21.3

2.7

0.6

24.4

0.2

6.8

2.2

22.4

+21.1	‑4.1	‑1.6

+2.0

Source: FE fundinfo, as at 30/09/2021, B Share Class, GBP, UK net tax with net income reinvested and no initial

Investor Services and Dealing:
Dealing, account enquiries and valuations
Phone:
0345 066 1110
Fax:
0330 123 3755
International phone: +44 (0)1268 447 417
International fax:
+44 (0)1268 457 731
General Enquiries
Head office and fund enquiries
Phone:
+44 (0)131 226 6699
Email:
info@svmonline.co.uk
Helpline:
0800 0199 110
Literature Request:
0800 0199 440

charges.
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ISIN:
Share Class A
Share Class B

GB0032064411
GB0032094954

Oct
2018

Apr
2019

Oct
2019

Apr
2020

Oct
2020

Apr
2021

Oct
2021

SVM Continental Europe Fund B

SXCER
SXCEI

Data provided by FE fundinfo. Care has been taken to ensure that the information is correct but it neither warrants,
represents nor guarantees the contents of the information, nor does it accept any responsibility for errors,
inaccuracies, omissions or any inconsistencies herein.

3206441
3209495

Past performance is not a guide to future performance.
The value of your investments and any income from them can go down as well as up and you
may not get back the amount originally invested.
This material should not be considered as advice or an investment recommendation. Investors
should seek advice from an authorised financial adviser prior to making investment decisions.

SEDOL:
Sedol GBP
Sedol GBP

Apr
2018

Source: FE fundinfo, as at 31/10/2021, B Share Class, GBP, UK net tax with net income reinvested and no initial
charges.

MEX:
Share Class A
Share Class B

n

Oct
2017

Registered Office:
SVM Asset Management Limited
7 Castle Street
Edinburgh
EH2 3AH
Registered No. 125817

Issued by SVM Asset Management
Limited who is authorised and regulated
by the Financial Conduct Authority:
12 Endeavour Square
London E20 1JN
© SVM Asset Management Limited.

INDEPENDENT THINKING

The Fund is to be considered a long term (5 years or more) investment option.
The Fund incurs the following key risks:
In the event a preliminary charge is levied and an Investor then redeems the investment shortly
after investing, they may not get back the original amount due to the initial charges; regardless
of any market movements. Tax treatment can change at any time without notice and is beyond
control of the Fund. Expenses incurred by the Fund that are chargeable can reduce income
and restrain the capital growth of the Fund. Currency movements may cause the value of your
investment to fall as well as rise. Stock market volatility may impact the Fund’s ability to trade
in, or obtain accurate valuations for, securities held in the Fund’s portfolio. There can be no
guarantee that the investment objective of a Fund will be achieved or provide the returns sought
by the Fund. The Fund may enter into derivative contracts for efficient portfolio management
(EPM) purposes. Full details on EPM can be found in Appendix A of the Prospectus. Further
information about the risk factors relevant to the Fund can be found in the Prospectus and the
Key Investor Information Document.
Unless otherwise stated all data is sourced to SVM.
Source: MSCI. MSCI makes no express or implied warranties or representations and shall have
no liability whatsoever with respect to any MSCI data contained herein. The MSCI data may
not be further redistributed or used as a basis for other indexes or any securities or financial
products. This report is not approved, endorsed, reviewed or produced by MSCI. None of the
MSCI data is intended to constitute investment advice or a recommendation to make (or refrain
from making) any kind of investment decision and may not be relied on as such.
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