
Monthly Fund Commentary
In their June 2022 meeting the ECB promised 
to deliver a “fragmentation tool” to counter 
any disparate economic developments, and 
subsequent sovereign debt turmoil within 
the confines of the Eurozone. It took only to 
July to produce the conditions where such 
a tool would be required. As is so often the 
case it was Italy that was the focus of concern 
as prime minister Mario Draghi tendered 
his resignation, following a refusal from his 
coalition partners to continue to back his 
reform agenda. Initially President Mattarella 
refused to accept the offer but he eventually 
capitulated, triggering snap elections to be 
held in September. This heralds a period 
of uncertainty and an almost obligatory 
widening of Italian debt spreads. With the 
far-right Brothers of Italy party faring well in 
polls, Italy once again is adding to the long 
list of woes which Europe currently faces. 
Not least of those woes was the continued 
threat to gas supplies prompted by Russia’s, 
seemingly construed, problems with the 
Nord Stream 1 pipeline. In a frantic attempt 
to plan for any further reduction in supply, 
European countries agreed to a 15% cut in 
energy usage for the winter months. While 
heartening to see such action being taken, 
the spectre of a complete halt of the Russian 
gas supply still loomed. This, accompanied by 
a continued rise in inflationary pressure and 
surging interest rates, with the Federal reserve 
increasing by 75bps and the ECB 50bps, 
could understandably have been damaging to 
equity markets, but this wasn’t to be the case 
with the MSCI Europe ex UK Index increasing 
by a healthy 5.2%. With the bad news perhaps 
already discounted the upcoming second 
quarter earnings reporting season will shed 
more light on the impact these events will 

have over the coming months and give some 
clarity over what to expect for the remainder 
of the year. From what we have seen so far 
many are able to deal with the underlying 
price and supply chain pressures backing the 
move we saw in the market over the course of 
the month.

The fund performed inline with the index at 
5.2%. Our two holdings in renewable energy 
providers, Energiekontor and PNE performed 
well, bolstered by more conventional energy 
supplies being threatened by the Ukraine 
war. The overall sector also got a boost as 
the Inflation Reduction Act which should 
provide $369 billion in support for energy 
transition technologies appears, at month 
end, to be on track to pass the US Congress. 
Belgium audio-visual technology supplier 
Barco also performed well as first half results 
exceeded the markets expectations. On the 
downside French telecommunications giant 
Orange performed poorly on the back of 
Q2 results. While some viewed the numbers 
as disappointing, we were heartened by the 
underlying free cashflow development which 
forms the basis of our investment thesis. 
We sold our holding in German IT services 
company Nagarro and bought a new holding 
in Irish packaging producer Smurfit Kappa. We 
see more upside in the latter as the company 
is demonstrating a clear ability to overcome 
logistics difficulties and cost pressures, and 
with the shares having fallen substantially this 
year, there is now meaningful upside in the 
shares.

Fund and index performance source: FE 
fundinfo

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.

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.

Fund Facts
Launch Date: 20 March 2000

Benchmark Index:  
MSCI Europe ex UK Index

IA Sector: Europe ex UK

Type of Shares: Accumulation 
XD Date: 31 December 
Pay Date: 30 April

Fund Size: £48.9m

Fund Manager:

Hugh Cuthbert (Fund Manager)
Appointed: 23/01/2006
Years at SVM: 15 Industry Experience: 26

Fund Charges (OCF*):
Share Class A 1.91% 
Share Class B 1.16%
*Ongoing Charges Figure includes Annual 
Management Charge and additional expenses.

Minimum Investment:
 Initial Subsequent
Share Class A £1,000 £200 
Share Class B £250,000** £200
**Discounted to £1,000 for Professional Advisers

Risk and Reward Profile:
Lower risk Higher risk

Typically lower Typically higher 
rewards rewards

1 2 3 4 5 6 7

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.

• The lowest category (1) does not mean risk free 
and extreme adverse market circumstances can 
mean you suffer losses in all cases.
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Portfolio Analysis

Unstable Financial 13.1%

AXA 4.0

Allianz 3.6

Mediobanca  3.2

Banca Mediolanum 2.4

Cyclical 12.9%

Capgemini 3.3

Wienerberger 2.3

Smurfit Kappa Group 2.2

Rexel 2.0

H+H International 1.6

Stable Financial 9.8%

Ringkjoebing 4.3

S IMMO 2.0

Patrizia  1.6

LEG Immobilien 1.1

Partners Group Holding 0.9

Technology 13.8%

Barco 3.0

Crayon 2.8

United Internet 2.8

Reply 2.1

SESA 1.2

Defensive 21.2%

Thales Group 3.9

Veolia 3.7

Roche Holdings 3.7

Orange 3.3

Energiekontor 3.2

Consumer Cyclical 15.2%

Ipsos 3.3

Allgeier 3.2

Jost Werke 3.0

Verallia  2.2

Ariston 1.6

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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Defensive 21.2

Consumer Cyclical 15.2

Technology 13.8

Unstable Financial 13.1

Cyclical 12.9

Stable Financial 9.8

Mining 0.0

Oil & Gas 0.0

Cash 13.9

0 5 10 15 20 25

This Month’s Featured Stock
Smurfit Kappa

Smurfit Kappa produces paper-based packaging 
from its 34 paper and board mills. The company 
offers a sustainable alternative to plastic-based 
solutions and has a very credible approach to the 
environmental impact of its operations. 75% of 
raw materials used in the production process are 
recycled with the remainder sourced from Chain 
of Custody suppliers helping to ensure Smurfit 
Kappa’s corporate responsibility aspirations 
are reflected in the materials they source. The 
company has a wide range of impressive ESG 
targets including a reduction in CO2 intensity of 
-55% by 2030 and net zero by 2050. All this is in 
the process of being validated by science-based 
targets in order to be aligned with the Paris 

Agreement of 2015.

The company’s shares have performed poorly 
this year driven down by fears that cost inflation 
will erode profitability and curb demand from 
struggling customers. The second quarter results 
demonstrate great resilience as far as both these 
issues are concerned. Not only have the recent 
moves in energy prices been compensated for 
in their entirety, there has also been an over-
compensation resulting in increasing as opposed 
to decreasing margins. At the same time, 
competitors with higher cost bases than Smurfit 
Kappa have chosen to take downtime rather 
than continuing to produce. This has resulted in 
buoyant demand for Smurfit Kappa’s products 

through market share gains thus protecting the 
company from any softening market trends.

Trading at only just over 5x 2023 EBITDA the 
shares offer attractive exposure to a sustainable 
secular growth market.

Mining 0.0% Oil & Gas 0.0%
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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 (%)

Ringkjoebing 4.3

AXA 4.0

Thales Group 3.9

Veolia 3.7

Roche Holdings 3.7

Allianz 3.6

Capgemini 3.3

Orange 3.3

Ipsos 3.3

Allgeier 3.2

Rest of Porfolio 63.8

Size Analysis (%)

n	Mega Cap (>€50bn) 7.3

n	Large Cap (<€50bn) 19.0

n	Mid Cap (<€10bn) 49.6

n	Small Cap (<€1bn) 10.2

-0 10 40 45 50 55 60 65 70
Country Breakdown

 No. of Stocks (%)

France 8 25.6

Germany 9 21.6

Italy 6 11.2

Denmark 2 5.9

Norway 4 4.9

Switzerland 2 4.5

Austria 2 4.3

Belgium 1 3.0

Sweden 3 2.9

Ireland 1 2.2

Currency Exposure (%)

n	Euro 67.9

n	Norwegian Krone 4.9

n	Swiss Franc 4.5

n	Danish Krone 5.9

n	Swedish Krona 2.9
0 5 10 15 20 25 30

Sector Breakdown (%)

Financials 18.3

Industrials 16.4

Information Technology 15.7

Communication Services 10.6

Materials 8.3

Real Estate 4.7

Health Care 4.6

Consumer Discretionary 3.8

Utilities 3.7

Energy 0.0

Consumer Staples 0.0

0 2 4 6 8 10 12 14 16 18 20
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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.

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

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 
Fund Information: 0800 0199 110 
Literature Request: 0800 0199 110

ISIN:

Share Class A GB0032064411 
Share Class B GB0032094954

MEX:

Share Class A SXCER 
Share Class B SXCEI

SEDOL:

Sedol GBP 3206441 
Sedol GBP 3209495

Registered Office:

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

Cumulative Performance, % change

 One 2022 yr One Three Five Since 
 month to date year years years launch*

SVM Continental Europe Fund B 5.2 -12.0 -2.7 52.8 62.6 514.6

MSCI Europe ex UK Index 5.2 -10.4 -6.5 14.9 28.0 219.2

IA Europe ex UK Sector** 5.6 -12.5 -9.2 12.8 20.6 173.1

Source: FE fundinfo, as at 31/07/2022, 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 June

 2022 2021 2020 2019 2018

SVM Continental Europe Fund B -3.2 48.7 3.4 2.5 4.0

MSCI Europe ex UK Index -9.8 22.6 0.6 8.2 2.7

Performance Difference +6.6 +26.1 +2.8 -5.7 +1.3

Source: FE fundinfo, as at 30/06/2022, B Share Class, GBP, UK net tax with net income reinvested and no initial 

charges.

Five Year Performance (%)

n  SVM Continental Europe Fund B n  MSCI Europe ex UK Index

Source: FE fundinfo, as at 31/07/2022, B Share Class, GBP, UK net tax with net income reinvested and no initial 
charges.

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.

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.

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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