EDISON

Fidelity European Values

Outperforming its benchmark and peer group

Fidelity European Values (FEV) has had a conspicuously strong period of
outperformance since March 2017, building on its positive long-term track
record. Its NAV total return is ahead of the AIC Europe sector average over
one, three and five years, ranking first or second out of eight over each
period, and FEV has clearly outperformed its benchmark over one, three,

Investment trusts
European equities

19 June 2019

five and 10 years to end-May 2019. Helped by a reallocation of expenses NAV? 269.4p
. . Discount to NAV 8.3%
between the revenue and capital accounts, the board raised the FY18
L ) . . . *Including income. As at 18 June 2019.
dividend by 44.4% to 6.28p — representing a 2.5% yield — while also adding Vield 2 5%
to reserves, and an interim dividend will be introduced in FY19. FEV’s Ie_ o S
. L Ordinary shares in issue 411.5m
discount has narrowed to 8.3%, similar to the sector average of 8.5% but Code FEV
wider than its five-year low of 2.8%, and from 2019 the board is seeking to .
) ) ) . o . Primary exchange LSE
maintain the discount in single digits in normal market conditions. AIC sector Europe
Benchmark FTSE World Europe ex-UK

NAV total return consistently outperforming benchmark over longer periods Share price/discount performance

120 - 255 0
2 -
115 0 -
£ 6 8
110 4 ® E
s 210 9 =
& =
105 1% 12
100 1 WEFFEETEEEES58S 10
Lt bAagsg e Lt
%1 55355858583853%
FEV Equity Discount
90 5 o - ] ) < o © ~ o > .
E4 i =z kS kS kS kS I, I, I, I, Three-year performance vs index
] [1+] [1+] [1+] [1+] [1+] [1+] 4] (3] ] ]
= = = = = = = = = = =
160
Source: Refinitiv, Edison Investment Research o
. 120
The market opportunity
100

Despite the 2019 market rebound, European equity valuations are unstretched

compared with historical average levels, and European stocks have de-rated & ;"” é 3 ;% é’ é 3 ;? 533
further relative to the US market — valuation discount now 25% versus a 20% five- FEV Equity
year average. Given the mixed near-term growth outlook for Europe, along with
geopolitical uncertainties, a more selective investment approach may be warranted.

-

TSE World Eur ex-UK

52-week high/low 247.0p 202.0p
NAV* high/low 267.7p 228.2p

*Including income.

Why consider investing in FEV? Gearing
Enviable near- and long-term track record of outperforming its benchmark. Gross market gearing* 5.3%
Experienced manager follows a consistent, proven stock selection process, Net market gearing* 2.5%

supported by Fidelity’s in-depth research capabilities. "As at 31 May 2019.

Active board: management fees reduced; expenses reallocated to support an Analysts
increased d|V|der.1d; |r1ter|m dividend being introduced; and discount Gavin Wood +44 (0)20 3681 2503
management policy tightened. Mel Jenner +44 (0)20 3077 5720

Lower charges, higher dividend, narrower discount

The lower fee structure in place since April 2018 has given FEV a more competitive
0.88% ongoing charge, while the 75% allocation of management fees and finance
costs to capital from FY18 also supports a higher, fully covered dividend. Together
with recent outperformance, these moves appear likely to have contributed to
FEV’s discount narrowing to 8.3% from a wide point of 17.3% in July 2016.

Fidelity European Values is a research
client of Edison Investment Research
Limited
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Exhibit 1: Trust at a glance

Investment objective and fund background

Fidelity European Values’ investment objective is to achieve long-term growth in

both capital and income from a portfolio predominantly comprising continental
European securities. Up to 20% exposure to stocks listed outside continental

Europe is permitted, to give the manager investment flexibility. FEV’s

performance benchmark is the FTSE World Europe ex-UK index.

Forthcoming
AGM

Interim results
Year end

Dividend paid
Launch date
Continuation vote

Recent developments

13 May 2019: Two-yearly continuation vote passed at the AGM.

15 March 2019: FY18 recommended annual dividend +44.4% to 6.28p;
decision to pay an interim dividend from FY19.
15 March 2019: Final results to 31 December 2018 — NAV TR -4.8% versus
benchmark TR -9.5%; share price TR -6.8%.
1 August 2018: Interim results to 30 June 2018 — NAV TR +2.3% versus
benchmark TR -1.4%; share price TR +0.7%.

Capital structure Fund details

May 2020 Ongoing charges 0.88% Group FIL Investments International
August 2019 Net market gearing®  2.5% Manager ~ Sam Morse
31 December Annual mgmt fee Tiered: 0.85% up to £400m Address Beech Gate, Millfield Lane,

net assets, then 0.75%. Lower Kingswood, Tadworth,
November, May Performance fee None Surrey KT20 6RP
November 1991 Trust life Indefinite (subject to vote) Phone +44 (0)800 414110
Two-yearly (next 2021)  Loan facilities None — CFDs used Website

Dividend policy and history (financial years)
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Full year dividend payment

Shareholder base (as at 31 May 2019)

Special dividends

Fidelity platfom investors (16.9%)
= Wells Capital Management (9.0%)
1607 Capital Partrers (8.0%)
Rathbones (4.2%)
Quilter Chevict Invt Mgmt (4.1%)
Hargreaves Lansdown (3.7%)
Brewin Dolphin (3.2%)
Investec Wealth & InvtIRL (3.0%)
Alliance Trust Savings (2.7%)
Other (45.2%)

Top 10 holdings (as at 31 May 2019)

Company Country of listing
Nestlé Switzerland
Roche Holding Switzerland
SAP Germany
Total France
LVMH Moét Hennessy France
ASML Holding Netherlands
L'Oréal France
Deutsche Borse Germany
Sanofi France
EssilorLuxottica France

Top 10 (% of holdings)

Source: Fidelity European Values, Edison Investment Research, Bloomberg, Morningstar. Note: *Gearing net of short positions. **N/A
where not in end-May 2018 top 10.

Sector

Consumer goods

Healthcare
Technology
Oil & gas

Consumer goods

Technology

Consumer goods

Financials
Healthcare
Healthcare
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Share buyback policy and history (financial years)
Until FY18, FEV paid an annual dividend in May. From FY19, an interim dividend FEV has annually renewed authority to purchase up to 14.99% and allot up to
will also be paid in November. FY18 distributable income partly rose due to the
shift to a 75:25 allocation of fees and expenses between capital and revenue.

5% of its issued share capital.
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Portfolio exposure by market cap (as at 31 May 2019)
>£10bn (82.9%)

Portfolio weight %

31 May 2019
74
5.3
4.3
4.1
3.8
3.3
3.2
3.1
3.1
3.0

40.7

31 May 2018*
58
42
37
4.0
N/A
35
35
33
3.1
N/A

375

® £5-10bn (9.8%)

£1-5bn (5.1%)

£0-1bn (0.0%)

Other index/unclassified (2.2%)

Benchmark weight (%)

31 May 2019
4.8
3.0
1.9
2.1
1.5
1.2
1.0
0.4
1.4
05

Active weight (pp)

31 May 2019
2.6
23
24
2.0
23
2.1
22
2.7
1.7
25
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Market outlook: Valuation upside but risks remain

As illustrated in Exhibit 2 (left-hand chart), continental European equity markets have outperformed
the UK stock market over the last five years but have lagged the world market, which has been
driven largely by the strong performance of US equities. Increased volatility was evident across all
major markets in 2018, but 2019 has seen a strong rebound from the pronounced sell-off in the
fourth quarter of 2018, with many markets reaching new highs. As shown in Exhibit 2 (right-hand
chart), despite the 2019 market rebound, European equity valuations are unstretched, with the
Datastream Europe index’s 12.9x forward P/E multiple 6% below its five-year average. European
markets have also continued to de-rate relative to the US market, and are now at a 26% discount to
the US market’s 17.3x forward P/E multiple, compared with a five-year average discount of 20%.

Exhibit 2: Market performance and valuation

European equities performance vs World and UK indices (£ terms) DS-Europe market forward P/E multiple vs DS-US market over five years
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Source: Refinitiv, Edison Investment Research. Note: Valuation data to 18 June 2019.

The 2019 market rebound appears to have been mainly driven by reduced fears over US interest
rate tightening, as the outlook remains clouded by geopolitical uncertainties such as the US-China
trade dispute and the UK’s withdrawal from the EU. Additionally, in its April 2019 outlook, the IMF
lowered its global growth forecasts, with Germany and Italy seeing the biggest downgrades for
2019 among advanced economies, suggesting a weaker near-term outlook for corporate earnings
growth. However, euro area GDP growth is projected to improve from 1.3% in 2019 to 1.5% in
2020, with global growth rising from 3.3% to 3.6%. Against this backdrop, with the outlook for
European corporate earnings growth mixed and clouded by geopolitical uncertainties, while equity
valuations appear undemanding relative to history and US equities, investors may find appeal in a
focused and relatively defensively positioned fund with a strong performance track record.

Fund profile: Focused European equity portfolio

FEV ranks as one of the largest LSE-listed, continental Europe-focused investment trusts and has
an established track record approaching 30 years. Acting as FEV’s portfolio manager since January
2011, Sam Morse has more than 26 years’ investment experience and also manages the open-
ended Fidelity European Fund. He has followed a consistent approach throughout his career,
investing in companies with sustainable medium-term dividend growth prospects, seeking capital
and income growth. The manager aims for FEV to outperform the benchmark FTSE World Europe
ex-UK index by 1-2pp pa over the long term. No top-down sector or geographic allocations are
imposed, but Morse aims to maintain a balanced portfolio in terms of sector, market cap and
underlying geographic exposures, to ensure that stock selection is the primary performance driver.
Single-stock CFDs are used to add gearing and to take short positions, while index futures are also
used to add gearing, as well as to hedge short positions and general market risk.
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Since the 2018 AGM, FEV’s stated investment objective has been to achieve long-term growth in
income as well as capital. The introduction of an explicit income objective reflected the manager’s
attention to dividend income, rather than signalling any change in investment approach.

The fund manager: Sam Morse

The manager’s view: Value in consistent, long-term approach

Morse is circumspect on the outlook for European equities, noting that continental European stock
markets have significantly underperformed the US market over the last 12 months and sentiment
towards Europe remains weak. However, he views market valuations in general as reasonable and
suggests that any improvement in sentiment could lead to a re-rating of European equities. On a
different note, he emphasises the consistent value creation of his long-term approach to investing,
with major changes to the portfolio seldom made, highlighting FEV’s 10.1% pa NAV total return
over his tenure as manager (to end-May 2019), versus a 7.7% pa return for the benchmark FTSE
World Europe ex-UK index. He observes that many of FEV’s current investments have been held in
the portfolio throughout his more than eight-year tenure as manager, and notes that the long-term
approach is reflected in FEV’s low portfolio turnover of 17.3% in 2018 (down from 23.3% in 2017).

The manager underlines that portfolio stocks are continually reassessed and those held for many
years can still make a material contribution to FEV’s performance. As an example, he cites leading
European exchange Deutsche Bdrse, which has been in the portfolio since before his appointment
as manager and ranked as one of the top three contributors to FEV's relative performance in 2018.
He points to the company’s strong fundamentals and attractive valuation that continue to justify its
place in FEV’s portfolio. Among the stock’s attractions, Morse highlights that Deutsche Bérse has
an attractive business model whether markets are rising or falling, with several effective monopoly
businesses, structural growth from exchanges taking share from over-the-counter (OTC) trading,
and its mostly fixed cost base means margins rise as revenues grow. Management’s cost discipline
is reflected in a stable 20% return on equity (ROE), cash generation is strong, as is the balance
sheet, while the stock yields 2.5% and dividends are growing at a double-digit rate.

Commenting on portfolio activity in 2018, Morse notes further portfolio concentration during the
year, with FEV selling its holdings in BIC Group, Elior, Anheuser-Busch InBev and Aena, while
Grifols was the sole portfolio addition. The first three holdings were sold due to deteriorating
fundamentals creating concerns over their dividend outlooks, while Spanish airports owner and
operator Aena was sold on valuation grounds. Grifols is a global leader in plasma-derived
treatments, which the manager believes will see earnings growth accelerate ahead of current
market expectations. Morse has monitored Grifols for a couple of years and now sees the company
enjoying improved pricing power. While the business has relatively high financial leverage and is
quite capital intensive, turnover growth is strong, and Morse sees great potential for margin
recovery following a number of recent acquisitions. This is expected to support a growing dividend,
while the preference ‘B’ shares, which currently yield ¢ 2%, also have some takeover protection.

Asset allocation

Investment process: Selecting for sustainable dividend growth

Morse seeks companies with sustainable medium-term dividend growth prospects, irrespective of
sector, country or market cap. His investment approach includes three core principles:
Bottom-up stock selection — driven by cash flow generation and dividend growth potential.
Long-term view — considered to improve investment performance, as well as reducing costs.
Cautious approach — managing downside risk as a foundation for long-term outperformance.
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The regular flow of research from Fidelity’s in-house team of 40 pan-European analysts provides a
primary source of investment ideas for the manager. Once he identifies a stock as potentially
suitable for inclusion in the portfolio, a more detailed evaluation is conducted, which includes at
least one management meeting. Prior to adding a stock to the portfolio, Morse aims to define three
specific reasons to invest — two relating to fundamentals and one to valuation. Morse seeks
companies with robust fundamentals, including structural growth prospects, disciplined capital
allocation and a proven business model. Strong cash flow generation is viewed as a prime indicator
of dividend growth potential, while a robust balance sheet indicates a company’s ability to sustain
dividend payments alongside investing for growth. A valuation review completes the analysis, with
investments only made if a company’s shares are trading at a discount to the analyst’'s assessment
of its intrinsic valuation. Stocks are sold when they no longer meet the investment criteria, usually
when fundamentals deteriorate, reducing dividend prospects, or when valuations become less
attractive. The outcome is a relatively concentrated portfolio, typically comprising 40-60 holdings.

Portfolio stocks are ranked using a prospective total shareholder return (TSR) analysis and relative
weightings are determined accordingly, with the best prospects allocated a higher weighting. The
TSR analysis incorporates medium-term earnings growth prospects, dividend yield and potential for
re-rating/de-rating, as well as liquidity, volatility, downside risk, and Fidelity’s in-house analyst rating.

Portfolio exposure is limited to 10% of gross assets for a single company, 20% for companies
outside the benchmark (including UK-listed companies) and 10% for unlisted securities. Gearing up
to 30% of net assets is permitted, and gross short exposure is restricted to 10% of net assets.

Current portfolio positioning

FEV’s portfolio has become more concentrated in recent years. The number of holdings reduced
from 57 to 49 in 2017, when eight short positions were also initiated, and long exposures declined
further to 46 in 2018, with short positions scaled back to four. Despite this, FEV remains fully
invested, having recycled sales proceeds into existing holdings.

While the portfolio has become more concentrated, exposure is still fairly evenly spread, with the
top 10 holdings representing 40.7% of the portfolio at end-May 2019, compared with 37.5% a year
earlier. The trust has become more tilted to large-caps over the last year, with stocks below £10bn
market cap declining from ¢ 22% to ¢ 15% of the portfolio (see Exhibit 1). At end-May 2019, single-
stock short positions equated to ¢ 1.4% of net assets (hedged by Euro Stoxx 50 index futures).

Exhibit 3: FEV’s net portfolio exposure by sector and geography at end-May 2019

Net portfolio exposure by sector Net portfolio exposure by geography

Healthcare (18.5%) France (28.0%)

= Consumer goads (18.1%) = Switzerland (17.0%)
Financials (17.7%) Germany (14.2%)
Industrials (14.1%) United Kingdom (6.2%)
Technology (12.4%) Netherlands (5.5%)
Oil & gas (6.0%) Norway (4.9%)
Basic materials (5.9%) Spain (4.4%)
Consumer services (3.7%) Finland (4.4%)
Telecommunications (1.9%) Denmark (3.6%)
Utilities (1.7%) Other countries (11.8%)

Source: FEV, Edison Investment Research. Note: Exposures are net of short positions, adjusted for gearing and index futures.

FEV’s portfolio remains well diversified by sector and geography, with exposures at end-May 2019
(see Exhibit 3) broadly similar to a year earlier. The largest sector changes over the year were a
4.5pp decrease in industrials and a 1.8pp increase in consumer goods. Technology (+6.0pp versus
the benchmark) and healthcare (+3.6pp) are FEV’s largest overweights, with the manager noting
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that FEV'’s four technology holdings Dassault Systemes, ASML, Amadeus IT Group and SAP are all
well-established dividend payers. Significant underweights are utilities (-2.9pp), financials (-2.6pp)
and consumer goods (-2.3pp). The greatest shift in geographical exposure over the year was a
2.4pp increase in Switzerland, offset by small declines for many countries, with the UK (+6.2pp) and
France (+4.7pp) the greatest overweights, and Germany (-4.7pp) the largest underweight.

Performance: Ahead of benchmark over one to 10 years

Exhibit 4: Five-year discrete performance data

12 months Share price NAV FTSE World MSCI Europe MSCIWorld FTSE All-Share
ending (%) (%) Europe ex-UK (%) (%) (%) (%)
31/05/15 204 125 47 52 16.8 75
31/05/16 (6.8) (3.3) (3.7) (5.0) 1.3 (6.3)
31/05/117 33.0 335 35.7 327 320 245
31/05/18 0.1 4.1 0.9 23 8.8 6.5
31/05/19 13.1 6.8 1.8 0.8 5.9 (3.2)

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

As shown in Exhibit 5, FEV’s share price and NAV total returns were both materially ahead of its
benchmark FTSE World Europe ex-UK index over the year to end-May 2019, with outperformance
evident during market strength and weakness, which contrasts with FEV’s historical tendency to
outperform mainly during periods of market weakness due to its relatively defensive positioning.

Exhibit 5: Investment trust performance to 31 May 2019

Price, NAV and benchmark total return performance, one-year rebased Price, NAV and benchmark total return performance (%)
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Source: Refinitiv, Edison Investment Research. Note: Three, five and 10-year performance figures annualised.

As shown in Exhibit 6, FEV’s share price and NAV total returns are ahead of its benchmark FTSE
World Europe ex-UK index over one, three, five and 10 years, and have also outperformed the
MSCI Europe and FTSE All-Share indices over these periods.

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 FTSE World Eur ex-UK 35 4.2 6.9 11.2 8.1 20.3 23.7
NAV relative to FTSE World Eur ex-UK 0.9 14 29 5.0 6.6 14.9 18.4
Price relative to MSCI Europe 3.8 47 6.9 12.3 101 23.7 241
NAV relative to MSCI Europe 1.2 1.9 29 6.0 85 18.2 18.8
Price relative to MSCI World 43 46 9.3 6.9 (0.9 (6.0 (12.9)
NAV relative to MSCI World 1.7 1.8 5.2 0.9 (2.3) (10.2) (16.6)
Price relative to FTSE All-Share 4.9 6.9 74 16.8 17.3 30.8 221
NAV relative to FTSE All-Share 23 4.1 33 10.3 15.7 249 16.9

Source: Refinitiv, Edison Investment Research. Note: Data to end-May 2019. Geometric calculation.

As illustrated in Exhibit 7, FEV has seen three periods of extended outperformance relative to its
benchmark (August 2010 to July 2012; May 2014 to July 2016; and March 2017 to May 2019) over
the last 10 years, with three lesser periods of underperformance.
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Exhibit 7: NAV total return performance relative to benchmark over 10 years
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Source: Refinitiv, Edison Investment Research

Discount: At the narrow end of its one-year range

FEV has an active discount management policy, and from 2019 the board is seeking to maintain the
discount in single digits in normal market conditions. As illustrated in Exhibit 8, FEV’s share price
discount to NAV (including income) has moved in a relatively broad range over the last five years.
Having widened from its low of 2.8% in July 2015 to its wide point of 17.3% in July 2016, shortly
after the UK’s vote to exit the EU, the discount has since contracted appreciably. The current 8.3%
discount is at the lower end of its 6.8% to 11.7% one-year range, and is narrower than its 10.0%,
10.4%, 9.2% and 11.0% averages over one, three, five and 10 years, respectively.

Exhibit 8: Share price discount to NAV (including income) over three years (%)
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Source: Refinitiv, Edison Investment Research

Capital structure and fees

FEV has 411.5m ordinary shares in issue, having bought back 0.7m shares (0.2% of issued capital)
since March 2019, when repurchases were restarted after a six-month pause. The board has
authority to repurchase up to 14.99% and allot up to 5% of FEV’s outstanding shares, but buybacks
have been modest since 2014 (see Exhibit 1) and no shares have been issued in the last 10 years.
FEV’s general policy is to employ a low level of gearing via CFDs to enhance investment returns,
with index futures used to hedge short positions. However, index futures have recently also been
used to add gearing, as this acts to broaden FEV’s market exposure, partly offsetting the increase
in portfolio concentration arising from the number of holdings declining over the last two years. At
end-May 2019, gross market gearing was 5.3%, including ¢ 1.4% in individual stock short positions,
¢ 3.0% in long CFDs and ¢ 0.8% in Euro Stoxx 50 index futures, while net gearing was 2.5%.
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FEV introduced a tiered management fee structure in April 2018, with a reduced 0.75% per annum
payable on net assets above £400m, and an unchanged 0.85% per annum charged up to this level.
No performance fee has been payable since 2014. The ongoing charge declined from 0.93% in
FY17 to 0.88% in FY18, reflecting the new fee structure and a rise in net assets. A further modest
decline in the ongoing charge is expected in FY19, when the fee reduction has a full-year effect.

From FY18, management fees and finance costs have been allocated 75:25 between the capital
and revenue accounts respectively, broadly reflecting the split of longer-term historical contributions
to total return. Previously, these costs were charged entirely to revenue. The resulting higher share
of revenue returns supported the strong uplift in the FY18 dividend, which was 1.1 times covered.

FEV is subject to a two-yearly continuation vote, with the next vote due at the 2021 AGM.

Dividend policy and record

Since the 2018 AGM, FEV’s stated investment objective has been to achieve long-term growth in
both capital and income, with the explicit income objective introduced to reflect the manager’s focus
on companies capable of growing their dividend. Revenue earnings have been largely distributed in
full, with only limited reserves available to smooth dividend payments, but the board now aims to
augment revenue reserves by retaining a small proportion of earnings each year (9% retention rate
for FY18). FEV’s ordinary dividend has been increased in each financial year since 2010; and the
trust currently yields 2.5%, which is in line with the sector average (see Exhibit 9). The FY18 annual
dividend was increased by 44.4% to 6.28p (see Exhibit 1), with revenue earnings benefiting from
the move to a 75:25 allocation of fees and expenses between the capital and revenue accounts.
Sizeable increases have also been made in previous years, such as FY16 which saw a 25.2%
increase, and the dividend had grown by a compound 9.4% pa over the five years prior to FY18.

Peer group comparison

Exhibit 9: AIC Europe sector peer group as at 18 June 2019*

% unless stated Market NAVTR NAVTR NAVTR NAVTR Discount Ongoing Perf. Net Dividend

cap £m 1 year 3 year 5year  10year (cum-fair) charge fee  gearing yield
Fidelity European Values 1,016.3 8.3 61.5 714 2235 (8.3) 0.88 No 105 25
BlackRock Greater Europe 3201 75 61.5 69.9 278.7 (4.0) 1.09 No 103 15
European Investment Trust 328.0 (8.5) 348 19.6 139.5 (11.9) 0.60 No 100 34
Henderson European Focus Trust 262.8 1.2 46.2 542 250.2 (9.4 0.84 No 104 25
Henderson EuroTrust 2394 39 51.8 63.5 2415 (10.2) 0.80 No 103 2.7
JPMorgan European Growth 210.9 2.7 412 458 188.8 (12.8) 1.03 No 104 3.0
JPMorgan European Income 158.4 25 475 54.9 2291 (11.0) 1.08 No 107 4.1
Jupiter European Opportunities 985.9 7.0 70.0 98.7 496.5 0.2) 0.90 Yes 106 0.7
Average 440.2 24 51.8 59.7 256.0 (8.5) 0.90 104 2.6
Rank in peer group 1 1 2 2 6 3 5 3 6

Source: Morningstar, Edison Investment Research. Note: *Performance to 17 June 2019 based on ex-par NAV. TR = total return. Net

gearing is total assets less cash and equivalents as a percentage of net assets (100 = ungeared).
Exhibit 9 shows a comparison of the eight AIC Europe sector trusts, of which FEV is the largest,
with a £1.0bn market cap. The trust's NAV total return is ahead of the sector average over one,
three and five years, ranking first or second over each period. Over 10 years, FEV’s NAV total
return is lower than the sector average, but in line with the peer group average excluding Jupiter
European Opportunities, which is differentiated by its ¢ 25% UK exposure and has achieved an
exceptional performance. We also note that FEV has clearly outperformed its benchmark over the
10 years to end-May 2019 (see Exhibit 7). Its 0.88% ongoing charge is close to the sector average
and it does not charge a performance fee, similar to the majority of its peers. FEV’s share price
discount to NAV is broadly in line with the sector average, while its net gearing is slightly above the
mean, and its dividend yield is marginally below the average.
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The board

FEV has five independent non-executive directors, who have backgrounds in asset management,
investment banking, financial services and international affairs. Chairman Vivian Bazalgette
(appointed director December 2015, chairman May 2016) was CIO at M&G and is a director of
Brunner Investment Trust. Senior independent director Marion Sears (appointed January 2013)
worked in investment banking mergers and acquisitions, broking and the pharmaceutical industry
and is a director of Aberdeen New Dawn Investment Trust. Robin Niblett (appointed January 2010)
is director and chief executive of Chatham House (the Royal Institute of International Affairs) and is
a member of the World Economic Forum’s Regional Future Council on Europe. Paul Yates
(appointed March 2017) was CEO of UBS Global Asset Management (UK) and is a director of The
Merchants Trust and Witan Investment Trust. Fleur Meijs (appointed September 2017) was a
financial services partner at PricewaterhouseCoopers and is a director of Invesco Asia Trust.

This report has been commissioned by Fidelity European Values and prepared and issued by Edison, in consideration of a fee payable by Fidelity European Values. Edison Investment Research standard fees are £49,500
pa for the production and broad dissemination of a detailed note (Outlook) following 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 represent 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 transaction 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 2019 Edison Investment Research Limited (Edison). All rights reserved FTSE International Limited (‘FTSE") © FTSE 2019. “FTSE®" is a trade mark of the London Stock Exchange Group companies
and is used by FTSE International Limited under license. Al rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in
the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE'’s express written consent.

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Myonlineadvisers Pty Ltd who holds an Australian Financial
Services Licence (Number: 427484). 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 personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, 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.

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

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation 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 relating 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 "FPQ") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (jii) 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 document be
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances 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.

The Investment Research is a publication distributed in the United States by Edison Investment Research, Inc. Edison Investment Research, Inc. is registered as an investment adviser with the Securities and Exchange
Commission. Edison relies upon the "publishers' exclusion” from the definition of investment adviser under Section 202(a)(11) of the Investment 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 such, 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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