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At a Glance

The Company’s net asset value per ordinary share increased by 23.5% and the share price
by 21.7%, whilst the Benchmark Index rose by 17.4% (all performance data on a total return

basis).

Net Asset Value per Ordinary Share total return®?
Year ended 31 December

2018

Ordinary Share Price total return®?
Year ended 31 December

2018

FTSE World Europe (ex UK) Index total return®?
Year ended 31 December

2021 +17.4%

2020 +8.6%

2019 +20.4%

2017 +17.5%

Dividends per Ordinary Share

Year ended 31 December
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Includes reinvested income.
Alternative Performance Measures. See pages 77 and 78.
The Company’s Benchmark Index.

BN -

Includes 1.79 pence from the additional revenue generated from the change in the allocation of the management fees and finance costs.

As at 31 December 2021

Shareholders’ Funds

1 474.2m

Market Capitalisation

£1,399.5m

Capital Structure
Ordinary Shares of 2.5 pence held outside Treasury

411,016,049

Summary of the key aspects
of the Investment Policy

The Investment Manager will typically focus on larger
companies which show good prospects for sustainable long
term dividend growth. The Investment Manager is not restricted
in terms of size, industry or geographical split.

The Company predominantly invests in equities but may also
invest into other transferable securities, investment companies,
money market instruments, cash and deposits. It is also able to
use derivatives for efficient portfolio management in order to
gain additional market exposure (gearing) and for investment
purposes.

The Investment Manager must work within the guidelines set
out in the Investment Policy.
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Financial Highlights

2021 2020
Gross Asset Exposure' £1,638.2m £1,364.3m
Gross Gearing? (see Note 18 on pages 75 and 76). 11.1% 11.8%
Net Market Exposure £1,638.2m £1,336.5m
Net Gearing? (see Note 18 on pages 75 and 76). 11.1% 9.4%
Shareholders’ Funds £1,474.2m £1,220.3m
Net Asset Value (“NAV”) per Ordinary Share? 358.68p 296.57p
Ordinary Share Price at year end 340.50p 286.00p
Ordinary Share Price - year high 341.00p 290.00p
Ordinary Share Price - year low 264.00p 187.40p
Discount at year end? 5.1% 3.6%
Discount - year high 9.9% 15.5%
Discount - year low 3.8% 3.6%
Revenue Return per Ordinary Share? 7.50p 5.12p
Capital Return per Ordinary Share? 61.15p 20.74p
Total Return per Ordinary Share? 68.65p 25.86p
Final Dividend proposed per Ordinary Share 4.18p 3.90p
Interim Dividend paid per Ordinary Share 2.65p 2.60p
Total Dividends for the year 6.83p 6.50p
Ongoing Charges for the year ended 31 December?? 0.79% 0.86%

1 The value of the portfolio exposed to market price movements.

2 Alternative Performance Measures. See pages 77 and 78.

3 Ongoing charges (excluding finance costs and taxation) as a percentage of the average net asset values for the year (prepared in accordance with guidance issued by
the Association of Investment Companies). A definition of Ongoing Charges is in the Glossary of Terms on page 88.

Standardised Performance Total Return’ (%)

B NAV per Ordinary Share FTSE World Europe (ex UK) Index +328.8
M Ordinary Share Price

1 year ended 3 years ended 5 years ended 10 years ended
31 December 2021 31 December 2021 31 December 2021 31 December 2021
1 Includes reinvested income.

Sources: Fidelity and Datastream.
Past performance is not a guide to future returns.
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Chairman’s Statement

| am pleased to present the
Annual Report of Fidelity European
Trust PLC for the year ended 31
December 2021.

Vivian Bazalgette, Chairman

£1 474.2m

(As at 31 December 2021)
Shareholders’ Funds

+23.5%

(Year ended 31 December 2021)
Net Asset Value per Ordinary Share (total return)

+21.7%

(Year ended 31 December 2021)
Ordinary Share Price (total return)

+17.4%

(Year ended 31 December 2021)
Benchmark Index (total return)

This year was affected by yet another set of challenges
stemming from COVID-19, including the new Omicron
variant. An energy crisis hit European businesses and
households, while supply chain disruption affected various
industries. Inflation surpassed levels not seen in the
Eurozone area since 2008.

Fortunately, Sam Morse and Marcel Stotzel, your Portfolio
Managers, adopt a cautious investment approach,
building a balanced portfolio which aims among other
things to manage the risk of adverse developments. The
focus on attractively valued dividend growers with strong
balance sheets has remained an appealing feature of the
Company. The Portfolio Managers’ rigorous approach to
stock selection has benefited shareholders during these
difficult past two years, and | believe that it will continue to
do so in the future.

Performance

The net asset value (“NAV”) of the Company increased
by 23.5% for the year ended 31 December 2021,
outperforming the Benchmark Index, the FTSE World
Europe (ex UK), which returned 17.4%. The discount
widened over the course of the year but has narrowed in
recent months. This resulted in a share price total return for
the period of 21.7%, comfortably ahead of the Benchmark
Index. The Company’s NAV and share price total return
performance over one, three, five and ten years remains
well ahead of the Benchmark Index, as can be seen

from the chart on the Financial Highlights page. These
are pleasing results for the Company, which continues to
outperform the Index over multiple time periods.

Continental European equity markets built on the rebound
of the second half of 2020 to stage a strong 2021, helped
by higher vaccination rates, earnings upgrades and
improving investor sentiment. Most sectors ended the
year in positive territory, with IT, Energy and Financials
leading the way. From a style perspective, growth stocks
outperformed value and large capitalisation stocks
marginally outperformed smaller companies. A key
influence was that the European Central Bank took a more
cautious approach to reducing asset purchases, indicating
that it also expects rates to rise more gradually than in the
US and UK.

Outlook

The Ukrainian crisis and accompanying Western sanctions
on Russia, together with any tit-for-tat measures, threaten to
inhibit economic growth in Europe as a whole. While one’s
first thoughts in such circumstances are for the suffering of
the Ukrainian people, it happens to be true that Ukraine is
a major world supplier of a wide range of agricultural and
mineral commodities. More limited supply of these could
exacerbate inflationary pressures worldwide, as could
unpredictable Russian oil and gas exports. This makes for
a cautionary background. | would like to stress, however,
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that the Company has no direct investments in Russia and
the Ukraine.

A rising trend in US inflation and interest rates also inhibits
the prospects for European equities in 2022 but there

are some optimistic pointers as well. The fight against
CQOVID-19 gets stronger with each passing year as
vaccination and booster rates increase and treatments

for those affected improve. This should help economies
continue to reopen in a manner where people and
businesses become accustomed to operating as normal
with COVID. In particular, Europe has a strong export
sector and is therefore poised to benefit from the global
recovery. The Continent in general, however, is not immune
from inflationary pressures being felt elsewhere in the
world, and supply chain shortages remain a prominent
feature. This serves to provide another cautionary note
and your Portfolio Managers will accordingly be vigilant
regarding sectors which suffer pressure on earnings as a
result.

Your Portfolio Managers’ approach to dealing with

an uncertain economic and geo-political environment
should continue to serve shareholders well. Attractively
valued dividend growers with strong balance sheets have
outperformed over the long term. The Portfolio Manager
and Co-Portfolio Manager reflect on their investment
approach and their learning experiences over the past
year in the Portfolio Managers’ Review on pages 6 to 11.

Environmental, Social and Governance (“ESG")
Investment

COP26 was an important, global event in November 2021
where governments, businesses, climate experts and
campaigners gathered for discussions and negotiations
to tackle climate change. It provided a platform to
attempt to align and co-ordinate international efforts in
the fight against the climate crisis. There is increasing
concern about global warming, and a focus on serious
efforts to counter its effects. There was progress in the
form of commitments and initiatives across a wide range
of matters from deforestation to clean energy transition
but more needs to be done. Businesses for their part
are under pressure to ensure that their activities are
environmentally sustainable, as well as demonstrating
social responsibility and good corporate governance.
Continuing deterioration in the climate brings investment
risk into our portfolio. We have a responsibility to make
sure that we are being rewarded for the risk that we are
taking on behalf of our investors and you will expect us
to do that. Fidelity International continues to evolve its
approach to ESG and has a new climate investing policy
as well as sustainable investing voting principles and
guidelines and further improvements to its proprietary
forward-looking ESG and climate ratings.

Sam Morse outlines Fidelity International’s approach to
this important subject in his report and what this means
for the Company’s investment portfolio. The Fidelity group
of companies (including the Manager) has embedded
ESG factors in its investment decision making process.
Further details are on pages 30 to 33 which show how the
Company is positioned in terms of ESG.

OTHER MATTERS

Revised Management Fee

The Board reviews the Company’s management fee
structure with the Manager each year to ensure that

the terms of the fee are competitive and reasonable for
shareholders. As part of this review, | am pleased to
inform shareholders that the Board agreed a reduced
management fee with the Manager, FIL Investment
Services (UK) Limited, which was effective on 1 April 2021.
The first tier of the previous fee structure of an annual rate
of 0.85 per cent on the first £400 million of the Company’s
net assets remained unchanged. However, the previous
rate of 0.75 per cent on net assets in excess of £400
million reduced to 0.65 per cent, thus achieving useful
savings on overall percentage costs for shareholders.

There is no change in the investment process as a result of
the new fee arrangement.

Dividends

The Board does not influence the Portfolio Managers by
imposing any income objective in any particular year and
the investment focus on companies capable of growing
their dividends remains. The Board acknowledges that
both capital and income growth are components of
performance, as reflected in the investment objective of
the Company. It therefore has a policy whereby it seeks to
pay a progressive dividend in normal circumstances and
to pay dividends twice yearly in order to smooth dividend
payments for the reporting year. The Company’s revenue
return for the year to 31 December 2021 was 7.50 pence
per share (2020: 5.12 pence), and an interim dividend of
2.65 pence per share was paid on 29 October 2021 (2020:
2.60 pence).

The Board recommends a final dividend of 4.18 pence
per share for the year ended 31 December 2021 (2020:
3.90 pence) for approval by shareholders at the Annual
General Meeting ("AGM”) on 10 May 2022. The interim
and final dividends (total of 6.83 pence) represent an
increase of 0.33 pence (5.1%) over the 6.50 pence paid
for the year ended 31 December 2020. In the prior year,
the dividends of many companies were under pressure,
with dividends either being cut or cancelled, and the
Company therefore utilised revenue reserves built up in
prior years to cover the final dividend. Unlike open-ended
funds, investment trusts can hold back some of the income
they receive in good years, thereby building up revenue
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Chairman’s Statement continued

reserves, which can then be used to supplement dividends
during difficult times. Conversely, once company dividends
are restored or increased again, it is appropriate to seek
to replenish revenue reserves, and we are accordingly
returning to our policy of retaining a small proportion of
earnings in order to help achieve this.

The final dividend will be payable on 17 May 2022 to
shareholders on the register at close of business on 1 April
2022 (ex-dividend date 31 March 2022). Shareholders may
choose to reinvest their dividends for additional shares in
the Company.

Discount Management and Treasury Shares

The Board has an active discount management policy, the
primary purpose of which is to reduce discount volatility.

It seeks to maintain the discount in single digits in normal
market conditions. Buying shares at a discount also results
in an enhancement to the NAV per share.

In order to assist in managing the discount, the Board has
shareholder approval to hold ordinary shares repurchased
by the Company in Treasury, rather than cancelling them.
Shares in Treasury are then available to be re-issued

at NAV per share or at a premium to NAV per share,
facilitating the management of and enhancing liquidity in
the Company’s shares. The Board is seeking shareholder
approval to renew this authority at the AGM on 10 May
2022.

In August 2021, the Company repurchased 450,000
ordinary shares into Treasury when the discount widened.
Since then, the discount has remained in single digits and
no further shares have been repurchased.

Gearing

The Company continues to gear through the use of
derivative instruments, primarily contracts for difference
("CFDs"), and the Manager has flexibility to gear within the
parameters set by the Board. As at 31 December 2021,
the Company’s gross gearing was 11.1% (2020: 11.8%)
whilst net gearing was 11.1% (2020: 9.4%). In the reporting
year, gearing made a positive contribution to performance,
as can be seen from the attribution analysis table on

page 18.

The Board monitors the level of gearing and the use of
derivative instruments carefully and has defined a risk
control framework for this purpose which is reviewed

at each Board meeting. It should be stressed that all
gearing is subject to the Portfolio Managers’ confidence in
identifying attractive investment opportunities, and to them
remaining attractive.

Board of Directors

After serving on the Board for nine years, Marion Sears
will step down from the Board at the conclusion of the
AGM on 10 May 2022. | would like to thank her on behalf

of the Board and all of the Company’s stakeholders for
her invaluable contribution to the Company. We have
been very fortunate to have benefited from her extensive
corporate experience, her welljudged advice and her
perspective, all delivered with a combination of tact and
incisiveness. She takes with her our very best wishes for the
future. As Marion’s successor, Milyae Park was appointed
as non-executive Director on 1 January 2022. Milyae is

a non-executive Director of the Museum of London and
chairs the related Museum of London (Trading) Ltd Board,
which governs the Museum’s commercial interests. Prior
to this, she held senior global executive positions in a
career that has spanned investment banking, financial
services, retail and fashion, after beginning her career as
a Chartered Accountant in the US. She holds an MBA from
The Wharton School.

| am delighted that Paul Yates has agreed to succeed
Marion as Senior Independent Director with effect from
10 May 2022.

We continue to review Board composition and Directors’
succession on a regular basis to ensure that we have

a Board with a mix of tenures and one which provides
diversity of perspective together with the range of
appropriate skills and experience for your Company. In
accordance with the UK Corporate Governance Code for
Directors of FTSE 350 Companies, all Directors, with the
exception of Marion Sears, will be subject to annual re-
election at the AGM on 10 May 2022. Milyae Park, having
been appointed on 1 January 2022, is subject to election
at the same AGM. The Directors’ biographies can be found
on page 34, and between them, they have a wide range
of appropriate skills and experience to form a balanced
Board for the Company.

Annual General Meeting - attend online or in person

Sadly, as a result of COVID-19, we have not been able

to meet in person for our Annual General Meetings

since 2019. Whilst we were sorry not to engage directly
with shareholders, we were pleased to be able to do

so online, broadcasting a live presentation and taking
written questions posed in real time, using the internet. We
were also delighted with the level of online attendance
and have received positive feedback on this approach
from shareholders who were unable to travel to London.
Learning valuable lessons from the pandemic, the
Company updated its Articles of Association at the AGM
in May 2021 so that ‘hybrid” general meetings can be held
from this year and in future years. Hybrid meetings allow
attendance and voting in person and also remotely in real
time. The presentations and formal business will be filmed
and simultaneously streamed online. We will welcome
questions from those in the room and also those investors
attending online on an equal footing. In this way, we hope
to provide a best-in-class choice to shareholders wherever
they are located. More details are set out below and in
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the full Notice of Meeting on page 82. We look forward to
welcoming as many of you as possible in person or online
on the day.

ANNUAL GENERAL MEETING - TUESDAY, 10 MAY 2022 AT 12 NOON

The AGM of the Company will be held at 12 noon on Tuesday, 10 May 2022 at Fidelity’s offices at 4 Cannon Street,
London EC4M 5AB (nearest tube stations are St. Paul’s or Mansion House) and virtually via the online Lumi AGM
meeting platform. Full details of the meeting are given in the Notice of Meeting on pages 80 to 83.

Appropriate social distancing and hygiene measures will be in place for those shareholders attending the AGM in
person. For those shareholders who would prefer not to attend in person or for whom travel is not convenient, we will
live-stream the formal business and presentations of the meeting online.

Sam Morse, the Lead Portfolio Manager, will be making a presentation to shareholders highlighting the achievements
and challenges of the year past and the prospects for the year to come. He, the Co-Portfolio Manager and the Board
will be very happy to answer any questions that shareholders may have. Copies of his presentation can be requested
by email at investmenttrusts@fil.com or in writing to the Secretary at FIL Investments International, Beech Gate,
Millfield Lane, Lower Kingswood, Tadworth, Surrey KT20 6RP.

Properly registered shareholders joining the AGM virtually will be able to vote on the proposed resolutions. Please
see Note 8 to the Notes to the Notice of Meeting on page 82 for details on how to vote virtually. Investors viewing the
AGM online will be able to submit live written questions to the Board and the Portfolio Managers and these will be
addressed on their behalf at an appropriate juncture during the meeting.

Further information and links to the Lumi platform may be found on the Company’s website www.fidelity.co.uk/
europe. On the day of the AGM, in order to join electronically and ask questions via the Lumi platform, shareholders
will need to connect to the website https://web.lumiagm.com.

Please note that investors on platforms such as Fidelity Personal Investing, Hargreaves Lansdown, Interactive Investor
or AJ Bell Youinvest will need to request attendance at the AGM in accordance with the policies of your chosen
platform. They may request that you submit electronic votes in advance of the meeting. If you are unable to obtain a
unique IVC and PIN from your nominee or platform, we will also welcome online participation as a guest. Once you
have accessed https://web.lumiagm.com from your web browser on a tablet or computer, you will need to enter the
Lumi Meeting ID which is 164-099-858. You should then select the ‘Guest Access’ option before entering your name
and who you are representing, if applicable. This will allow you to view the meeting and ask questions but you will not
be able to vote.

“ VAR %ﬁ\%/mk?g@m

Vivian Bazalgette
Chairman
17 March 2022
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Portfolio Managers’ Review

A\

Sam Morse,
Portfolio Manager

Sam Morse was appointed as
Portfolio Manager of Fidelity
European Trust PLC on 1 January
2011. He has also managed the
Fidelity European Fund since

1 December 2009. He first joined
Fidelity as a research analyst and
covered a range of sectors before
becoming an equity income fund
manager. He also worked as
Head of Equities at M&G.

Marcel Stotzel,
Co-Portfolio Manager

Marcel Stotzel was appointed

as Co-Portfolio Manager of
Fidelity European Trust PLC on

1 September 2020. He joined
Fidelity as an analyst in 2014
covering US Tech before moving
on to cover European Software
and IT services and thereafter
European Aerospace, Defence
and Airlines. After a highly rated
period in research, he became

a Portfolio Manager and he has
co-managed the Fidelity European
Fund since September 2020. Prior
to joining Fidelity, he worked as an
investment banker at Barclays. He
holds an MBA (INSEAD) and is @
CFA charter holder.
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2021 marked a significant milestone for
the Company as it celebrated its 30-year
anniversary. Sam, you have been at the
helm for more than 10 of those years.
What stands out to you as you reflect on
this period?

Answer

Sam: There is much to celebrate. Continental Europe is
sometimes seen as a poor prospect when it comes to
investing and this is understandable given newspapers
filled with headlines about political upheavals and sclerotic
economies. The companies of Europe have, however,

done much better than many might have expected over
those decades. An investment of ten thousand pounds

in the Company at launch on Guy Fawkes day in 1991,
would now be worth as much as half a million pounds
assuming all dividends received have been reinvested

— an annualised total return of almost 14% per annum

in sterling terms. That is a testament to the power of
compounding, the benefits of gearing (one of the great
advantages of an investment trust as a vehicle) and the
merits of stock-picking. The Company has had four different
portfolio managers, each with their own approach to stock-
picking, but the secret sauce has been Fidelity’s in-house
research effort. Almost three hundred different analysts
have supported the Company over that time with fantastic
investment ideas. They are really the unsung heroes of this
celebration.

As we head into yet another year under
the veil of a global pandemic, what
lessons have you learnt both personally
and professionally?

Answer

Sam: We are learning as we go, probably like everyone
else. We are learning that like many things in life, it is
often two steps forward and one step back. We must
avoid being too gung-ho when optimism is ascendant

and we must avoid being too despondent when bad
news surfaces. Those waves in sentiment can offer good
opportunities to add value through trading existing
positions. Despite the pandemic, companies” earnings and
dividends are still growing and stock prices are still rising.
It pays to stay invested whatever the headlines. That is
because even if the pandemic dampens short-term activity,

the stock market rewards long-term earnings and dividend
potential. The pandemic’s impact has encouraged
companies to pursue greater innovation and efficiency
which will result in growing dividends for investors on

a multi-year view. The benefits of stock-picking remain
undiminished.

Marcel: Amazingly, despite having over 10 years of
investment experience, this has been my first experience
of a real stock market downturn given how strong markets
have been since 2007. In many ways this downturn has
been unique in its severity and speed, however, in other
ways it has shown the same textbook opportunities and
threats that we usually see when market fear is very high.

How has this translated into performance
over the previous twelve months?

Answer

Sam: Markets entered the year still riding a wave of
exuberance which followed the news regarding the high
effectiveness of anti-COVID vaccines. However, it soon
became clear that despite having a growing arsenal of
vaccines and drugs to protect us, new variants would

still require restrictions impacting mobility and economic
activity. As the year progressed, there was increasing
recognition that the pandemic was reducing supply due to
labour shortages, etc. and investors grew concerned that
we might have to endure a period of “stagflation” (low
growth and high inflation). The year ended with a curious
cocktail of worries due to the emergence of a new more
contagious, but perhaps less harmful variant (Omicron),
and a more hawkish-sounding Federal Reserve following
the reappointment of Jay Powell. This all contributed to a
much more variable year in terms of stock market leadership
with periods where cyclicals and value stocks did well and
other periods where defensives and growth stocks shone.
Overall, however, the rising tide of earnings and dividends
coupled with tremendous liquidity, thanks to supportive
monetary policy, propelled equity markets to new highs.
Over the twelve months, the Company’s NAV rose by 23.5%
outperforming the Benchmark Index which rose by 17.4%.
The Company’s share price lagged the rise in the NAV due
to a widening of the discount but still returned a very healthy
21.7%, also outperforming the Benchmark. All performance
data is in sterling and on a total return basis.
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Portfolio Manager’s Review continued

What stock picks have done well, which
ones not so well, and why?

Answer

Sam: It was quite a varied list of outperformers this

year with representatives from many different sectors. In
technology, ASML was a standout performer as a result of
the announcement of big increases in capital expenditure by
semiconductor customers in the wake of on-going shortages.
Hermes International and LVMH Moét Hennessy both rose
strongly in 2021 with high-end consumers redirecting their
spend from experiences and holidays, due to restrictions, to
luxury goods. Private equity names, EQT and Partners Group,
enjoyed an exceptional year of rising values and accretive
transactions. By contrast, in healthcare, Grifols and Fresenius
Medical Care struggled due to on-going headwinds resulting
from the pandemic. The industrials sector was also an area
of relative weakness for the Company’s portfolio, especially
elevator companies Kone and Schindler Holding, due to a
deteriorating outlook for the Chinese new installation market
given the balance sheet problems faced by Evergrande and
other Chinese property developers. Enel performed poorly
during the year too as investors grew increasingly concerned
that returns from renewable energy projects would suffer
from growing competition and that governments, particularly
in Spain, would seek to mitigate high electricity prices by
requiring utility companies to shoulder some of the burden.

Marcel: A stock that performed well and one that is
interesting is Novo Nordisk. While Novo Nordisk’s core insulin
drugs continued to perform strongly during the year, we also
saw very encouraging numbers from their obesity products;
an area we continue to be very positive about with regard to
its long term potential. MTU Aero Engines performed poorly,
as did most of the aerospace sector, from the view that
Omicron could cause the COVID pandemic to be longer and
more severe (interestingly, this view has changed entirely in
2022, with the view now being that Omicron could result in
COVID becoming endemic much more quickly than the Delta
variant would have).

Top 5 Stock Contributors

(on a relative basis) %
ASML +1.2
EQT +0.8
Novo Nordisk +0.8
Linde +0.8
Hermes International +0.7

Top 5 Stock Detractors

(on a relative basis) %
Enel -11
Grifols 0.7
MTU Aero Engines 05
Deutsche Borse Group 0.5
Telenor 0.5

Many macro uncertainties remain as we
head into 2022. What does this mean for
the companies in the portfolio?

Answer

Sam: We do not try to predict which uncertainties will
become realities. We do, however, try to build a balanced
portfolio using the sector groupings as our guide, such that
it is the stock-picking, with our particular focus on attractively-
valued dividend growers that will drive the performance of
the Company over time rather than macroeconomic or other
factors. Each individual stock position is, of course, subject
to macroeconomic factors but the beauty of diversification

is that exposure can be dampened through portfolio
construction, allowing idiosyncratic elements to determine
performance. Clearly, sometimes we face stylistic headwinds
in the short term. Our focus on steady growers, sometimes
tagged as bond proxies, can mean we face a headwind to
performance when inflation expectations or bond yields rise.
Over the long term, however, these factors even out and
relative performance, good or bad, is primarily a function of
stock-picking.

Marcel, you recently wrote about Europe
driving the next decade of innovation.
Which sectors are you looking at most
closely in 2022 to position the Company
to take advantage of this?

Answer

Marcel: The most obvious example comes from the
European tech sector where we see companies such as
Dassault Systemes and ASML continuing to be amongst
the most innovative companies globally. However, another
recent example is European consumer goods companies
which are at the leading edge when it comes to the latest
tech buzzword - the “metaverse”. Put simply, the metaverse
is a network of 3D virtual worlds that is facilitated by
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the use of virtual and augmented reality. Examples of
European innovations include: EssilorLuxottica partnering
with Meta (formerly Facebook) on augmented reality
Ray-Ban sunglasses, Gucci (part of Kering) and Roblox
partnering to offer digital outfits, Louis Vuitton selling
Non Fungible Tokens (NFTs) and Adidas announcing

a partnership with leading crypto exchange Coinbase
and purchasing virtual real estate in The Sandbox. While
these initiatives are currently small, some experts are
forecasting that over the coming decade digital purchases
could account for 25% of luxury goods sales, which given
the high margins these products have would be very
meaningful for share prices. Although clearly given the
long-term nature of these trends, we also should not lose
sight of the short term drivers such as inflation potentially
hurting luxury good spending.

How are you thinking about positioning the
Company’s gearing into the next year?

Answer

Sam: As mentioned in last year’s Annual Report, the
Board has endorsed a new approach to the Company’s
gearing. In keeping with Fidelity’s long-held conviction
that it is a “mug’s game” to try to time markets, going
forward, the intention is to maintain a relatively fixed level
of gearing within a range that is approximately double
the 6% average during my tenure as the Company’s
Portfolio Manager. Gearing is, of course, one of the great
advantages of an investment trust, and although it may
amplify volatility in the short term, we expect it to enhance
long-term returns. The agreed level of gearing takes into
account our cautious investment approach and allows
considerable headroom in the event of a sharp sell-off in
the market.

Fidelity continues to evolve its

approach to Environmental, Social and
Governance (“ESG”), with a new Climate
Investing Policy, sustainable investing
voting principles and guidelines, and
improvements to its proprietary forward-
looking ESG and climate ratings. Has your
investment approach adapted as a result?

Sam: ESG is becoming ever more integrated into our
investment approach as our resources in this area grow.
Environmental, social and governance risks have, of

course, always been monitored in the quest for companies
that can sustain consistent dividend growth; even well
before they were tidied up into a handy acronym. Activity
on this front is on-going from meetings with Nestlé
regarding the use of plastic to conversations with board
members of many holdings regarding the appropriateness
of management incentives. At Fidelity, we strongly believe
that integration and engagement will yield the best

results in terms of both ESG outcomes and investment
performance. Exclusion is reserved, very much as a last
resort, for persistent offenders that express no intention

to change.

On the next page, we share an example of our thematic
engagement in the consumer staples and plastic
packaging sector and a case study on Nestlé.

One of the macro uncertainties is the
conflict in Ukraine. What implications does
this have for the Company?

Marecel: First and foremost clearly our thoughts go out to
the people suffering as a result of the war in Ukraine. We
all hope that this conflict will end peacefully soon.

With regards to the Company we have no direct investments
in the Ukraine and Russia. Having said that, the Company

is clearly exposed to the wider impacts of the conflict, most
obviously stock market indices declining, energy prices
soaring and defence spending materially increasing among
a number of EU countries (most notably Germany). While
we factor all of these into our analysis, predicting how the
situation plays out from here is very difficult however, and we
are not positioning the Company to profit from any particular
outcome. This is a good example of why we stick to bottom-
up stock picking - not only are macro uncertainties hard to
call but even if one does call them then correctly predicting
their impact is another challenging task. A small proportion
of people who predicted COVID correctly in the early days
would have called the resultant bull market that was soon

to follow.

Sam Morse
Lead Portfolio Manager
17 March 2022

Marcel Stotzel
Co-Portfolio Manager
17 March 2022
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Portfolio Manager’s Review continued

Thematic Engagement: Consumer Staples and Plastic Packaging

BACKGROUND

In 2021, we launched a thematic engagement on plastic
packaging with nine consumer goods companies,
including the Company’s holding in Nestle. Plastic
packaging from consumer products is a major source

of ocean pollution and the Break Free From Plastic
Coalition has identified fast moving consumer goods
(FMCG) companies as the top plastic polluters. Failure to
manage plastic use could impact financial performance
as extended producer responsibility legislation is being
considered and introduced across Europe, making
companies responsible for collecting and disposing
packaging waste. Investors can contribute to this process
by engaging with companies to encourage the transition.

OBJECTIVE AND GOALS

Our engagement objective is to reduce the impact

of plastic on biodiversity by encouraging consumer
companies to transition to more circular business
models. Although many companies already have plastic
packaging targets, few provide much detail on how
they will be met. We want consumer companies to

set quantifiable targets to reduce their overall plastic
packaging use, to make a proportion of their plastic
packaging reusable, and to clarify that plastic packaging
should be 100% practically and not just technically
recyclable or compostable.

We wrote to nine companies requesting meetings and
outlining our position on plastics. Eight of the nine
companies we met are Ellen MacArthur Foundation
signatories and as a result have 2025 targets for 100%
of their plastic packaging to be recyclable, reusable, or
compostable, as well as to increase their use of recycled
or bio-based plastics and reduce their use of virgin
plastic.

OUR ENGAGEMENT

Our conversations helped us to understand the practices
at different companies and how they plan to meet their
targets. Only one of the nine companies has an overall
plastic reduction target, with the others intending to
meet virgin plastic targets through use of post-consumer
recycled plastic (“PCR”). We learnt that there are

many ways to reduce plastic use, for example, through
reusable and refillable packaging, as well as collection
if the company is exposed to polyethylene terephthalate
(“PET”). We also discussed the barriers these companies
face. One issue is the fact that the fashion industry is
increasingly buying PCR to use in sustainable clothing
products, which is reducing the already limited supply

of these plastics for the consumer goods industry and
driving up prices. The information we gathered helped us
measure progress against targets and outline examples
of best practice.

Case Study

NESTLE

We met with Nestlé in December 2021 and were
impressed by the company’s five-pillar approach to
cutting its packaging footprint, which includes reducing
use, developing reusable and refillable packaging, and
recycling. Nestlé has an innovative packaging institute
that is developing alternative plastics and packaging
and has committed to invest 2 billion Swiss francs on
sustainable solutions. Last year Nestlé switched its
Smarties tube lids from plastic to paper, making it the
first confectionary brand to use completely recyclable
paper packaging. Nestlé told us it was encouraged by
government initiatives to tackle plastic waste and was
confident it could make progress towards its 2025 plastic
reduction targets.

NEXT STEPS

We would like to talk to companies about harmonising
their reporting standards and disclosing research

and development (R&D) investment and plastic
packaging advocacy and lobbying activity. We will keep
encouraging companies to embed best practice and
intend to extend our engagement to consumer goods
companies in Asia, which are typically at an earlier
stage in the transition to sustainable packaging.
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ESG characteristics of the Company’s portfolio

MSCI ESG rating distribution by FIL Proprietary ESG rating
holdings distribution by holdings
S 60%
30%
50%
25%
40%
20%
30%
15%
20%
10%
5% 10%
0% 0%
AAA  AA A BBB BB B CCC RNc:td A . e 5 . bt
ate Rated
B portfolio M Index B portfolio B Index

Nestlé is a good example of a Fidelity A rated company (rated as AA by MSCI)

Index = FTSE

Source: (LHS) Fidelity International, MSCI ESG Research as at 31 December 2021. (RHS) Fidelity International, as at 31 December 2021. Portfolio = Fidelity European Trust PLC.

W Europe ex-UK. *Not Rated stocks will be rated by Fidelity's internal ratings in due course. **Not Rated category includes exposure to Futures (3.3%)

250

Carbon emissions for 2021 are 63% below benchmark (2020: 66% below benchmark)

206.3

Portfolio Index Portfolio Index Portfolio Index Portfolio Index
2021 2020 2021 2020
Carbon Emissions tCO2e/$M Invested Carbon Intensity tCO2e/$M Sales

Source: Fidelity International, MSCI ESG Research as at 31 December 2021 and 31 December 2020. Portfolio = Fidelity European Trust PLC. Index = FTSE W Europe ex-UK.
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Spotlight on the Top 10 Holdings

as at 31 December 2021

(Based on Asset Exposure expressed as a percentage of Net Assets. Asset Exposure comprises
the value of direct equity investments plus market exposure to derivative instruments.)

Industry Food Producers Nestlé (Switzerland)

% of Net Assets

The world’s largest food and beverage company, Nestlé has more than 2,000 brands that
are sold in over 180 countries. Nestlé was founded over 120 years ago after Henri Nestlé’s
infant formula company merged with the Anglo-Swiss Condensed Milk Company. Nestlé
expanded significantly during both world wars and broadened its product range beyond
milk and infant formula. In recent years, the company has been investing in plant-based
food with a view to engaging younger and vegan consumers. Its 2030 ambitions support the
UN Sustainable Development Goals.

Industry Technology Hardware & ASML (Netherlands)

Equipment
% of Net Assets

ASML is the largest supplier globally of photolithographic systems for the semiconductor
industry. Its clients include most of the world’s leading chip makers such as Intel and
Samsung. ASML’s products work with light sources, which generate ultraviolet light that is
projected through a blueprint of a geometric chip pattern. Optics reduce and focus the
pattern onto a thin slice of silicon, coated in a light-sensitive substance. The light interacts
with the chemical, working to ‘print’ the pattern onto the wafer. Later in the process, a three-
dimensional structure is revealed, and the procedure is repeated multiple times.

Industry Pharmaceuticals & Roche (Switzerland)
Biotechnology
% of Net Assets

s

B

‘ 2 Swiss multinational healthcare giant, Roche is one of the world’s largest biotechnology

©  companies. It aims to improve the standard of care across oncology, immunology, infectious
diseases, ophthalmology, and neuroscience. The company has been ranked as one of the
most sustainable healthcare companies by the Dow Jones Sustainability Indices for 13 years
running. In 1990, the group acquired a 60% stake in Genentech and bought the remaining
stake in 2009. Genentech has been one of the most productive biotech names in the last
twenty years, developing medicines such as Herceptin, Rituxan and Avastin.

LVMH Moét Hennessy (France)

% of Net Assets

French multinational luxury goods conglomerate, LVMH Moét Hennessy prides itself on
being a world leader in luxury. It owns 75 brands across wine and spirits, fashion and
leather goods, perfume and cosmetics, watches and jewellery and selective retailing.
Among the most renowned names in its range are Dom Perignon, Moét & Chandon,
Christian Dior, Marc Jacobs, Acqua di Parma and Chaumet. In the last few years there has
been renewed focus on improving production methods and developing digital activities.

L'Oréal (France)

% of Net Assets

The leading beauty manufacturer worldwide, L'Oréal has 36 brands and a presence in 150
countries. Demographic trends, particularly in emerging markets with expanding middle
classes, are supportive. Research and development remain a priority for the management
team which stresses the need for innovation and superior quality in a world of ratings and
reviews.
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Industry Pharmaceuticals & N
Biotechnology

Novo Nordisk (Denmark)

% of Net Assets

Global pharmaceuticals company, Novo Nordisk has production sites on five continents and
research and development facilities in Denmark, China and the US. The company’s mission
is to drive change and defeat diabetes and other serious chronic diseases by discovering
and developing innovative biological medicines and distributing these around the world.
Novo Nordisk produces half of the world’s supply of insulin.

Industry Medical Equipment &
Services

EssilorLuxottica (France)

% of Net Assets

EssilorLuxottica is a global leader in the design, manufacture and distribution of ophthalmic
lenses, frames and sunglasses. Formed by the 2018 merger of Essilor, founded in 1849,
and Luxottica, founded in 1961, the combined company has over 11,000 patents and more
than 180,000 employees. The result is a vertically integrated business that seeks to provide
innovative lenses and frames to improve the lives of its customers.

Industry Pharmaceuticals &
Biotechnology

Sanofi (France)

% of Net Assets

Sanofi, the French biopharmaceuticals giant, has 69 manufacturing sites in 32 countries and
more than 100,000 employees. The company has a number of focus areas, including health
and wellbeing, diabetes and cardiovascular, speciality care, and vaccines. A growing and
aging global population is a supportive secular factor that should mean medical needs
remain high.

TotalEnergies (France)

% of Net Assets

TotalEnergies has produced oil and gas for almost 100 years. Previously known as Total, it
rebranded in 2021 to reflect its ambition to support the energy transition. Founded in 1924,
the company has 105,000 employees in more than 130 countries and produces almost

3 million barrels of oil equivalent per day. TotalEnergies produces and markets a range

of energy sources, including oil and biofuels, natural and green gases, renewables and
electricity.

Industry Chemicals

Linde (Ireland)

% of Net Assets

Linde specialises in industrial gases and engineering, and aims to maximise gas plant
efficiency and productivity. It also offers technologies to enhance components used for
aerospace energy and industrial applications. With roots dating back to 1879, Linde has
a history of technological innovation and has made hydrogen a cornerstone of its clean
energy strategy.

STRATEGY

GOVERNANCE
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Portfolio Listing

as at 31 December 2021

The Asset Exposures shown below and on the next page measure exposure to market price movements as a result of owning shares
and derivative instruments. The Fair Value is the actual value of the portfolio as reported in the Balance Sheet. Where a contract for
difference (“CFD") is held, the Fair Value reflects the profit or loss on the contract since it was opened and is based on how much the
share price of the underlying share has moved.

Asset Exposure Fair Value

£'000 %' £'000
Long Exposures - shares unless otherwise stated
Nestlé
Food Producers 107,178 7.3 107,178
ASML
Technology Hardware & Equipment 86,827 59 86,827
Roche
Pharmaceuticals & Biotechnology 79178 54 79178
LVMH Moét Hennessy
Personal Goods 78,679 53 78,679
L'Oréal
Personal Goods 58,598 4.0 58,598
Novo Nordisk
Pharmaceuticals & Biotechnology 55,591 3.8 55,591
EssilorLuxottica
Medical Equipment & Services 53,140 3.6 53,140
Sanofi (long CFD)
Pharmaceuticals & Biotechnology 47,742 3.2 1,148
TotalEnergies
Qil, Gas & Coal 46,189 3.1 46,189
Linde (long CFD)
Chemicals 45,989 3.1 1,470
Ten largest long exposures 659,111 44.7 567,998
Other long exposures
Deutsche Bérse Group 44,847 3.0 44,847
SAP 44,617 3.0 44,617
Enel 43,609 3.0 43,609
Legrand (long CFD) 43,110 2.9 442
3i Group 41,795 2.8 41,795
Swedish Match 37,867 2.6 37,867
Partners Group 37,061 25 37,061
Hermes International 36,996 25 36,996
Sika 33,533 2.3 33,533
Dassault Systemes 33,144 2.2 33,144
Symrise 32,623 2.2 32,623
Zurich Insurance Group 30,532 2.1 30,532
DKSH Holding 28,557 1.9 28,557

Schindler Holding 28,353 19 28,353
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Asset Exposure Fair Value o

£000 %' £000 =
Kone 26,315 1.8 26,315 E
Telenor 25,442 1.7 25,442
KBC Group 24,301 1.6 24,301
Assa Abloy 24,094 1.6 24,094
Sampo 23,012 1.6 23,012
Intertek Group 22,679 15 22,679
DNB 22,654 15 22,654
Intesa Sanpaolo 22,048 15 22,048
EQT 21,738 1.5 21,738 §
MTU Aero Engines 21,428 15 21,428 g
SIG Combibloc Group 18,329 1.3 18,329 §
Amadeus IT Group 18,288 1.3 18,288
Bankinter 16,149 1.1 16,149
Prosus 15,203 1.0 15,203
Edenred 14,419 1.0 14,419
Atlantia 14,162 1.0 14,162
Société des Bains de Mer de Monaco 13,408 0.9 13,408
ABN AMRO Bank 12,458 0.8 12,458 .
Fielmann 9,992 0.7 9,992 §
Sodexo 9952 0.7 9,952 %
Grifols 9,744 0.7 9,744
Chr. Hansen 8,591 0.6 8,591
Umicore 7,458 05 7,458
Linea Directa Aseguradora 7,219 05 7,219
Total long exposures before long futures 1,584,838 107.5 1,451,057
Long Futures
Euro Stoxx 50 Future March 2022 53,348 3.6 950
Gross Asset Exposure? 1,638,186 111.1
Portfolio Fair Value® 1,452,007
Net current assets (excluding derivative assets) 22,226
Shareholders Funds (per Balance Sheet) 1,474,233

1 Asset Exposure is expressed as a percentage of Shareholders’ Funds.

2 Gross Asset Exposure comprises market exposure to investments of £1,447,997,000 (per Note 10: Investments on page 66) plus market exposure to derivative instruments
of £190,189,000 (per Note 11: Derivative instruments on page 67).

3 Portfolio Fair Value comprises investments of £1,447,997,000 plus derivative assets of £4,010,000 (per the Balance Sheet on page 58).

INFORMATION FOR SHAREHOLDERS
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Distribution of the Portfolio

as at 31 December 2021

The table below and on the next page details the Distribution of the Portfolio based on Asset Exposure which measures the exposure
of the portfolio to market price movements as a result of owning shares and derivatives instruments.

% < < "
5 = 5 . « S § 8
g .g g :g % > g '% g E % 5 %
2 & & £ & B & 35 & £ § B E B
Financials
Investment Banking & Brokerage
Services - 26 31 - 15 - - 29 - - - 101 37 99
Banks - - - 09 - 15 - - 12 - 32 68 71 62
Non-Life Insurance - 22 - - - - - - 06 17 - 45 44 39
Life Insurance - - - - - - - - - - - - 07 -
- 48 31 09 15 15 - 29 18 17 32 214 159 20.0
Industrials
Industrial Support Services 10 20 - - - - - 16 - - - 46 21 41
Construction & Materials - 24 - - 1.7 - - - - - - 41 38 20
Industrial Engineering - 20 - - - - - - - 1.9 - 39 29 37
Electronic & Electrical Equipment 3.0 - - - - - - - - - - 30 29 31
Aerospace & Defense - - 15 - - - - - - - - 15 16 14
General Industrials - 13 - - - - - - - - - 13 18 11
Industrial Transportation - - - - - 11 - - - - - 1.1 30 08
40 77 15 - 17 11 - 16 - 19 - 195 18.1 16.2
Health Care
Pharmaceuticals & Biotechnology 34 54 - - - - 45 - 07 - - 140 115 1438
Medical Equipment & Services 3.6 - - - - - - - - - - 36 38 49
Health Care Providers - - - - - - - - - - - - 04 -
70 54 - - - - 45 - 07 - - 17.6 15.7 19.7
Consumer Discretionary
Personal Goods 12.0 - - - - - - - - - - 120 68 109
Travel & Leisure 1.8 - - - - - - - - - - 18 05 35
Retailers - - 08 - - - - - - - - 08 08 11
Automobiles & Parts - - - - - - - - - - - - 35 -
Media - - - - - - - - - - - = 1.0 -
Household Goods & Home Construction - - - - - - - - - - - - 05 -
Consumer Services - - - - - - - - - - - — 03 -
Leisure Goods - - - - - - - - - - - - 041 -
13.8 - 08 - - - - - - - - 146 135 155
Technology
Software & Computer Services 2.3 - 31 10 - - - - 14 - - 78 48 90
Technology Hardware & Equipment - - - 60 - - - - - - - 60 50 50
2.3 - 31 170 - - - - 14 - - 138 9.8 14.0
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o @ o o (0] = - 2 - o8 » N
= = £ £ T > E S kS o T o I
> 3 ©®© ® 2 T © ¥ & £ £ 35 2 3
C %) @ z %) = a D ) i @) - = =
Consumer Staples
Food Producers - 7.4 - - - - - - - - - 74 60 7.0
Tobacco - - - - 27 - - - - - - 27 02 28
Beverages - - - - - - - - - - - - 19 -
Personal Care, Drug & Grocery Stores - - - - - - - - - - - - 12 -
- 14 - - 27 - - - - - - 101 93 98 2
Basic Materials é
>
Chemicals - - 54 - - - - - - - 06 60 37 55 8
Industrial Materials - - - - - - - - - - - - 05 -
Industrial Metals & Mining - - - - - - - - - - - - 07 08
- - 54 - - - - - - - 06 60 49 63
Energy
Qil, Gas & Coal 3.2 - - - - - - - - - - 32 31 3.2
Alternative Energy - - - - - - - - - - - - 06 -
3.2 - - - - - - - - - - 32 37 32
Utilities z
O
Electricity - - - - - 31 - - - - - 31 28 45 Z
z
Gas, Water & Multi-Utilities - - - - - - - - - - - - 14 - =
- - - - - 31 - - - - - 31 42 45
Telecommunications
Telecommunications Service Providers - - - - - - - - - - 18 18 26 26
Telecommunications Equipment - - - - - - - - - - - - 08 -
- - - - - - - - - - 18 18 34 26
Real Estate
Real Estate Investment & Services - - - - - - - - - - - - 11 -
Real Estate Investment Trusts - - - - - - - - - - - - 04 -
- - - - - - - - - - - - 15 -
Asset Exposure - 2021 30.3 253 139 79 59 57 45 45 39 3.6 56 1111
Index - 2021 218 199 175 94 80 52 5.1 - 46 23 6.2 100.0
Asset Exposure - 2020 29.7 250 174 76 39 59 42 37 42 32 70 111.8

1 Asset Exposure is expressed as a percentage of Shareholders’ Funds.
2 FTSE World Europe (ex UK) Index.
3 Reallocated in line with the adoption of the new Industry Classification Benchmark framework by FTSE Indexes.
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Attribution Analysis

Analysis of change in NAV total return for the year ended 31 December 2021

%

Impact of:

Index +24.5
Exchange Rate -71
Gearing +3.1
Stock Selection +3.8
Expenses 0.9
Cash +0.1
NAV total return for the year ended 31 December 2021 +23.5
Ten Highest Contributors to NAV total return %
ASML +1.2
EQT +0.8
Novo Nordisk +0.8
Linde +0.8
Hermes International +0.7
Partners Group +0.7
EssilorLuxottica +0.6
Legrand +0.6
LVMH Moét Hennessy +0.5
Novartis +0.5
Ten Highest Detractors to NAV total return %
Enel -11
Grifols 0.7
MTU Aero Engines 05
Deutsche Bérse Group 05
Telenor 0.5
Prosus 0.4
Schindler Holding 0.4
Kone 0.3
Edenred 0.3
Fielmann 0.3

Source: Fidelity.
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Ten Year Record

For the year ended 31 December 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012 §
-

Assets 2
&

Gross Asset Exposure (€m)' 1,638.2 13643 1,221.6 1,052.1 1,166.0 9015 781.7 761.2 7419 6849

Shareholders’ Funds (£m) 1,474.2 1,2203 1,140.6 9553 1,030.0 8754 7603 7250 7112 6163

NAV per Ordinary Share (p)%® 358.68 29657 27719 231.77 248.08 210.75 18257 17409 16858 142.90

Ordinary Share Price and Discount

Ordinary Share Price (p)? 340.50 286.00 260.00 20700 226.70 18350 174.00 16250 15250 128.70

Discount to NAV (%)* 5.1 3.6 6.2 10.7 8.6 12.9 4.7 6.7 9.5 9.9

Revenue and Costs

Revenue return per Ordinary Share (p)* 7.50 512 7.00 6.94 4.37 4.34 3.37 3.67 2.98 2.78
O
Dividends per Ordinary Share (p)? 6.83 6.50 647  6.28* 435 417 3.33 3.64° 298 2.78 z
Z
Ongoing Charges (Cost of running the é
Company)? 0.79 0.86 0.87 0.88 0.93 0.99 0.94 0.97 0.96 0.98 8
Gearing
Gross Gearing (%)>° 11.1 11.8 71 10.1 13.2 3.0 2.8 50 4.3 11.1
Net Gearing (%)’ 11.1 9.4 4.7 6.1 3.6 3.0 2.8 50 4.3 11.1
Performance Total Returns
NAV per Ordinary Share (%)* +23.5 +9.7  +238 48 +200  +17.6 +6.9 +5.1  +200  +24.7
Ordinary Share Price (%)* +21.7 +13.1 +30.6 6.8  +26.2 +7.6 +9.2 +8.7 +208 +31.3
Benchmark Index (%) +17.4 +8.6 +204 95  +175 +197 +5.3 +0.2 +252 +17.8
<
1 The value of the portfolio exposed to market price movements. LZ)
2 Figures prior to 2014 have been adjusted to reflect the ten for one ordinary share sub-division which took place on 2 June 2014. <Z(
3 Alternative Performance Measures. =
4 Includes 1.79 pence from the additional revenue generated from the change in the allocation of management fees and finance costs.
5 Includes a special dividend of 0.54 pence.
6 Gross Asset Exposure in excess of Shareholders’ Funds.
7 Net Market Exposure in excess of Shareholders’ Funds.

Sources: Fidelity and Datastream.
Past performance is not a guide to future returns.
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Summary of Performance Charts

Total return performance for ten years to 31 December 2021
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Strategic Report

INVESTMENT APPROACH

The Directors have pleasure in presenting the Strategic Report of
the Company. The Chairman'’s Statement and Portfolio Managers
Review on pages 2 to 11 also form part of the Strategic Report.

.

Business and Status

The Company carries on business as an investment company
and has been accepted as an approved investment trust by
HM Revenue & Customs under Sections 1158 and 1159 of the
Corporation Tax Act 2010, subject to the Company continuing to
meet eligibility conditions. The Directors are of the opinion that
the Company has conducted its affairs in a manner which will
satisfy the conditions for continued approval.

The Company is registered as an investment company under
Section 833 of the Companies Act 2006 and its ordinary shares
are listed and traded on the London Stock Exchange. It is not a
close company and has no employees.

Objective

The Company’s objective is to achieve long term growth in both
capital and income by predominantly investing in equities (and
their related securities) of continental European companies.

Strategy

In order to achieve this objective, the Company operates as an
investment company and has an actively managed portfolio of
investments, consisting primarily of continental European equities.
As an investment company, it is able to gear the portfolio and
the Board takes the view that long term returns for shareholders
can be enhanced by the use of gearing in a carefully considered
and monitored way.

As part of the strategy, the Board has delegated the
management of the portfolio and certain other services to
Fidelity. The Portfolio Managers’ aim is to achieve a total return
on the Company’s assets over the longer term in excess of the
equivalent return on the FTSE World Europe (ex UK) Index, the
Company’s Benchmark Index. The stock selection approach
adopted by the Portfolio Managers is considered to be well
suited to achieving this objective. The Board recognises that
investing in equities is a long term process and the Company’s
returns will vary year to year.

The Company’s objective, strategy and principal activity have
remained unchanged throughout the year ended 31 December
2021.

Investment Management Philosophy, Style and Process
The Portfolio Managers’ three principles for investing in equities
are:

*  Bottom up - stock selection with a focus on dividend
growth;

* Long term - a long term view improves performance and
reduces costs; and

e Cautious - a focus on managing downside risk creates a
strong foundation for long term outperformance.

The Portfolio Managers’ key focus is on identifying attractively valued
companies which show good long term structural growth prospects

and which they believe can grow their dividends over the next few
years, as they believe these are likely to outperform over time.

In order to identify these companies, the Portfolio Managers look
for the following main characteristics:

* Positive fundamentals - structural growth, disciplined use of
capital, proven business models;

* Cash generative - often a good indication of future
dividend growth;

* Strong balance sheet - ensures ability to grow dividends is
not jeopardised; and

*  Attractive valuation - good quality at a reasonable price.

The Portfolio Managers draw upon the extensive research
generated by Fidelity’s team of pan-European analysts when
researching companies. This first-hand research is fundamental to
seeking success stories of the future. A great deal of importance
is placed on attending company meetings. Being bottom-up stock
pickers, the Portfolio Managers aim to generate outperformance
through company selection, on a three to five year investment
horizon, rather than through sector or country positions.

Investment Policy

The Company invests predominantly in continental European
companies with a view to achieving long term growth in both
capital and income for shareholders. The portfolio is selected
by the Investment Manager on the basis of its assessment of
the fundamental value available in individual situations and with
a typical focus on larger companies which show prospects for
sustainable long term dividend growth. Whilst the Company’s
overall exposure to individual countries and industry sectors is
monitored, the portfolio is not restricted in terms of size, industry,
or geographical split, although certain investment restrictions
apply in an attempt to diversify risk.

Investment restrictions

* A minimum of 80 per cent of gross assets will be invested
in companies from countries which are included in the
Benchmark Index (the FTSE World Europe (ex UK) Index).

e A maximum of:

a) 20 per cent of gross assets may be invested in stocks
of European countries* which are not included in the
Company’s Benchmark Index. This will include investing in
UK companies, defined as companies in the FTSE All-Share
Index; and

b) 5 per cent of gross assets may be invested in stocks of non-
European countries where those stocks have some exposure
to, or connection with Europe. Any investments in this
category will count towards the 20 per cent maximum limit in
paragraph (a) above.

*

European country for the purposes of this paragraph means a country included
within the FTSE All-World Europe Index and non-European is to be construed
accordingly.
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e A maximum of 10 per cent of the Company’s gross assets
may be invested in the aggregate of:

a) securities not listed on a recognised stock exchange; and

b) holdings in which the interest of the Company amounts to 20
per cent or more of the equity capital of any listed company.

e The Company will not invest more than 10 per cent of gross

assets in any one quoted company at the time of acquisition.

* A maximum of 5 per cent of the Company’s gross assets
may be held in unquoted securities in aggregate at any one
time.

e The maximum amount of cash or cash equivalents held
by the Company will be 25 per cent of the Company’s
total net assets, but this limit will not include any cash or
cash equivalent paid as collateral for unrealised losses on
derivatives. In practice the cash position will normally be
much lower.

* The Board reserves the right to lend stock and/or assets of
up to 10 per cent of the Company’s total net assets.

e The Board reserves the right to hedge the portfolio by way
of currency.

e A maximum of 10 per cent of the Company’s gross assets
may be invested in the securities of other investment
companies (including listed investment trusts).

Derivative instruments

The Company may utilise derivative instruments, including index-
linked notes, futures, contracts for difference (“CFDs”), covered
call options, put options and other equity-related derivative
instruments on a limited basis as a tool to meet the investment
objective of the Company. They are used principally in the
following ways:

e As an alternative form of gearing to bank loans. The
Company would enter into long CFDs which would achieve
an equivalent effect to buying an asset financed by bank
borrowing but often at lower financing costs.

* To hedge equity market risks where suitable protection can
be purchased to limit the downside of a falling market at a
reasonable cost.

e To enhance the investment returns by taking short exposures
on stocks that the Investment Manager considers to be over-
valued.

e To enhance returns through writing covered call options and
writing put options.

The Board has created strict policies and exposure limits and
sub-limits to manage derivatives. These limits and their impacts
are monitored by the Manager on a daily basis and reported
regularly to the Board. The limits are:

e The aggregate exposure of the Company to equities,
including as a result of borrowing and the use of derivatives,
but excluding hedging, will not exceed 130 per cent of total
net assets (a gearing level of 30 per cent) at the time at

which any derivative contract is entered into or a security
acquired.

* The aggregate exposure of the Company under short
derivatives, excluding hedges and covered call options, will
not exceed 10 per cent of total net assets at the time at
which any derivative contract is entered into.

* The aggregate exposure of the Company under covered
call options, being the notional exposure of the calls, will
not exceed 20 per cent of total net assets at the time at
which any derivative is entered into. The notional exposure of
covered call options is the number of contracts written x the
notional contract size x the market value of the underlying
share price.

The majority of the Company’s exposure to equities will be
through direct investment, not through derivatives. In addition,
the limits on exposure to individual companies and groups will
be calculated on the basis that the Company has acquired the
securities to which any derivative is providing exposure.

Gearing

The Company’s normal policy is to be geared in the belief that
long term investment returns will exceed the costs of gearing.
This gearing is obtained through the use of CFDs and index
futures to obtain exposure to securities selected by the Investment
Manager. It can also be obtained through the use of borrowings.
The effect of gearing is to magnify the consequence of market
movements on the portfolio and if the portfolio value rises the
NAV will be positively impacted, but if it falls the NAV will be
adversely impacted. The Board is responsible for the order of
magnitude of gearing in the Company while the Investment
Manager decides gearing on a day-to-day basis within a range
set by the Board. Gearing is reviewed at each Board meeting.

Performance

The Company’s performance for the year ended 31 December
2021, including a summary of the year’s activities and indications
of trends and factors that may impact the future performance

of the Company are included in the Chairman’s Statement and
the Portfolio Managers’ Review on pages 2 to 11. The Portfolio
Listing, the Distribution of the Portfolio, the Attribution Analysis, the
Ten Year Record and the Summary of Performance Charts are set
out on pages 14 to 21.

Results and Dividends

The Company’s results for the year ended 31 December 2021 are
set out in the 