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FIDELITY EUROPEAN TRUST PLC

Eight questions for the AGM on 10 May 2022

In this note, we ask eight questions that we would put to the board at the
forthcoming AGM on 10 May 2022. Given the extraordinary bull run in most global
equity markets since the 2008 GFC and fears around a resurgence in inflation, a
lot of this note and the questions will focus on the rapidly changing landscape, and
how the fund has coped with periods of uncertainty and instability in the past.
Hence, we look at FEV’s long-term track record, and remind investors of its
philosophy and process.

» Bottom-up focus: Nobody has a crystal ball, and trying to forecast variables
such as inflation, interest rates and market returns is a bit of a fool's game. By
focusing on stock-picking and downside risk, FEV has managed to successfully
navigate extreme market turbulence in the past.

» Investment discipline: FEV's key investment tenets around dividend growth are
bottom-up stock-picking, a long-term focus (two to five years’ forecast horizon) and
low turnover (typically around 20%-30% p.a.). This discipline through different
market cycles has meant only short periods of underperformance.

» Valuation: 99.9% of investments are valued using quoted prices in active
markets (95% is realisable within five days)). The NAV is “real” - so any discount
is anomalous. The current discount of 8.5% is below long-run averages, and is
in line with FEV's peer group, despite the better performance.

» Risks: FEV has seen periods of underperformance when its investment style has
been out of favour - typically when the market’s preference has been for lower-
quality, more cyclical stocks. Worries around performance are bound to resurface,
given the current rotation, as well as the outlook for interest rates and inflation.

» Investment summary: FEV has outperformed its peers, benchmarks and UK
indices over most time periods. Sentiment to Europe may vary - although we
believe there is a perception vs. reality issue here. The current market jitters
may lead to some return volatility, but, in our view, FEV's long-term track record
in a wide range of market conditions should reassure investors that the fund
will not be deviating from its tried and tested long-term process and philosophy.

Financial summary and valuation

Year-end Dec (£000) 2019 2020 2021 2022E  2023E  2024E
Gains & losses oninvestments 183,944 89,664 221,090 130,653 157,495 184,122
Gains & losses on derivatives 17,516 2,768 38,145 38,145 38,145 38,145

Income 34201 25552 37,879 47353 57,082 66,733
Investment mgt. fees (8,476) (8,899) (9,751) (10,162) (12,250) (14,321)
Other expenses (857) (845) (908) (908) (908) (908)
Investments 1,109 1,201 1,448 1,587 1,750 2,046
Cash 9,490 7070 11366 11,366 11,366 11,366
NAV (£m) 1,141 1,220 1,474 1,613 1,776 2,072
NAV per share (p) 2.77 2.97 3.59 4.01 4.47 5.39
Discount to NAV* -6% -4% -5.2% -25% -33% -45%
Yield 2.0% 2.1% 2.0% 2.9% 2.9% 2.9%
Dividend (p) 6.47 6.50 6.83 8.89 8.89 8.89

*2018-21 NAV on year-end s/p, 2022-3E NAV on current s/p; Source: Hardman & Co Research

Disclaimer: This research has been paid for by the company. Please read the important disclaimers at the end of this document.
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Increased risk aversion in equity
markets, due to Russian invasion of

Ukraine

Economic impact of conflict could be

long and deep

Peace dividend of past 30 years has

now gone

YTD performance already reflecting
sell-off, with FEV down 12.3% as of 25
April

FEV is well-diversified, with no big
exposures to one sector, and this

should help in turbulent markets

Since Russian troops moved into Ukraine at the end of February, risk aversion in
global equity markets has risen substantially. The proximity to western Europe, and
the fears that the conflict could spread to some NATO countries and turn into a
wider conflict involving most of western Europe, has meant that European markets
suffered the worst of the sell-off in the week soon after the invasion. In our view,
if any one NATO member is affected, then the whole alliance and, by definition, the
whole of western Europe, will be involved, notwithstanding any long-term positives
for the region.

Even if this scenario does not unfold, and the conflict ends up being resolved fairly
quickly and remains geographically contained, the spillover effects to most western
European economies will be substantial - be they material or psychological. The
economic impact of war tends to send ripples far and wide, and we have already
seen the largest European migration since WW2.

Russia and Ukraine are also an important part of global commodity markets. These
are not just the obvious commodities, such as wheat, oil and gas, but also rare gases
for semiconductor chip production, and other important raw materials, such as the
chemicals used for fertilisers.

What it does mean for Europe in the short term is that, in our view, the peace
dividend of the past 30 years has now gone. This will mean much higher defence
budgets for most countries, which are already struggling with the cost of the
pandemic. Higher commodity prices and friction in international trade could also
mean higher inflation for longer. Overall, this raises serious questions about a post-
COVID-19 recovery, and increases the spectre of possible stagflation.

YTD, the fund is now down 12.3%, slightly underperforming its benchmark, which
is down 92.2%. On a one-year basis, it is still up 5.4%, outperforming its peers in the
sector. The 52-week range (high/low) is £384.2/£256.5, a difference of 49%,
demonstrating the volatility that the fund and European markets have endured over
the past 12 months (see Q4 below).The discount to NAV now stands at 8.5%,
slightly below the peer average of 9%, which we think is too close, given the much
better short- and long-term track record.

As we mentioned in our initiation note (September 2021), the portfolio is fairly
concentrated, historically, at between 40 and 50 diversified stocks, with no bias to
a particular sector or company size. Looking at the top 10 absolute positions to 25
April 2022, there have been some stocks that have gone down in line with the index,
or have even performed worse than the index (LVMH -16%, ASML -26%, L'Oréal -
20%), but there have been other stocks that have performed much better than the
index (Deutsche Boerse +11%, Sanofi +13%). The fund is also not invested in some
of the biggest names in the index, which have sold off quite sharply (Siemens -29%,
Richemont -20%, Schneider -21%). (Numbers as of 25 April 2022.)

Overall, the fund is well-diversified by sector and country, with no sector accounting
for more than 22% on an absolute basis, and no sector bigger than 4% on a relative
basis. The well-diversified nature of the fund should stand it in good stead for these
turbulent markets. Looking at the performance YTD, since the Russian invasion of
Ukraine, and the subsequent sell-off in equity markets, there does not seem to be
any obvious discernible pattern in what is driving markets. Financials certainly seem
to have suffered the most in the initial sell-off (the fund is overweight in financials
by 5.6%); however, overall, a lot of the stocks taking a big hit are the ones that have
high valuations (highly rated or expensive, depending on various opinions) and that
have been very good performers in recent years. Healthcare (where FEV is
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30-year bull run may be coming to an

end

Nobody has a crystal ball but, given
outlook currently, would FEV be
gloomy, cautious or cautiously

optimistic?

What general picture emerges from the
bottom-up analysis of your companies
and from your meetings with

management?

Can you give us some examples of
stocks where their strength as price-
setters was one of the key variables to

buy and/or to remain invested?

overweight by 1.8%) and energy (where FEV is slightly underweight at -0.7%) seem
to be two of the better-performing sectors at the moment.

Q2: Given the outlook for inflation and
rising rates, what is the fund’s overall
stance?

The past 30 years have been an extraordinary period for global financial markets,
and for both equities and fixed income products. Despite two of the largest sell-offs
since the 1930s (following the tech bust at the turn of the century and the 2008
GFC), many markets have now been on a strong upward trend for the best part of
three decades. Equity markets and valuations have, in many cases, been hitting, or
are close to hitting, all-time highs.

This long equity market bull run, fuelled by low rates, was never going to be
sustainable, despite the protestations by some who believed that technology was
ushering in a new golden dawn of equity investments, driven by a digital revolution
akin to the industrial revolution of the 19th century. But now the tide seems to be
turning: inflationary expectations and actual numbers are on the way up, and we
could be at a turning point. Could this entail a big rotation away from growth stocks,
and even from equities as an asset class? What does it mean for equity markets,
and, in particular, what does it mean for FEV?

Given FEV’s process and philosophy, it was always going to be sensitive to the
market’'s appetite for growth and would likely suffer in relative terms were there to
be a sharp rotation from growth into value. Historically, one factor driving this trend
can be inflationary expectations. Given that inflation is currently at elevated levels,
any nervousness among investors is perfectly understandable. The impact of the
war in Ukraine on global commodity prices and trade is also a big concern. Higher
commodity prices, as well as more friction on global supply chains and trade, could
mean inflation remains higher for longer than was anticipated before the start of the
conflict.

Q3: Do you think the earnings outlook for
your stocks can counter the negative
effects of rising inflation?

FEV’s underlying philosophy is that good dividend growers outperform over time.
Stock selection, with a focus on dividend growth, means positive company
fundamentals in structural growth markets; good examples are digitalisation,
ecommerce and, increasingly, a focus on B2B technology in Europe. This, by
definition, also means businesses with a disciplined use of capital and strong
business models. The latter also implies stronger pricing power than the average
business, and particularly those of a more cyclical nature, which tend to be price-
takers, rather than price-setters.

Q4: Would a sharp style and subsequent
sector rotation concern you?

FEV’s historical performance indicates we can feel relatively reassured that it has
navigated periods of turbulence before becoming relatively successful, and there is
no reason to believe that it cannot do so again.
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FEV invests in companies with
sustainable and growing dividends, and

these are more likely to be defensive

Over FY'10-FY'21, NAV average annual
return was 11.8%, but ranged from
-11.5% to +24.7% (and share price
averaged 12.7%, with range of -8.6% to
+31.3%).

We believe that the time when FEV would be most exposed to a risk of relative
underperformance would be in the event of a sharp rally in depressed cyclical stocks,
when deep value is preferred over other investments. Given the fund’s dividend
GARP style, the current inflationary pressures evident in most European economies,
and the sell-off in many long-duration growth stocks, we would expect the current
economic situation to be the kind where FEV could struggle on a relative basis,
particularly vis-a-vis more momentum-driven, trading-oriented strategies, or old-
fashioned value funds. The 12.3% fall YTD (25 April) could certainly presage a tough
few months ahead.

We analysed FEV's philosophy and process in detail in our initiation note, but it is
worth reiterating the key investment tenets around the strategy, which is centred
around dividend growth:

» bottom-up stock-picking;

» long-term focus (two to five years’ forecast horizon); and

» low turnover (typically around 20%-30% p.a.).

This discipline through different market cycles has meant only short periods of
underperformance (as we will see in the section below). By focusing on its stock-
picking and downside risk, FEV has managed to successfully navigate extreme
market turbulence in the past.

The one area touched on in our initiation note was the volatility of returns. We
would expect this to continue, but this is more of an asset class issue than a FEV-
specific one. With inflationary pressures building and following one of the strongest
bull markets in living memory, we would expect a bumpy ride going forward.

The chart below shows the volatility of returns in the NAV, share price and index
for FY’10-FY’21. While, over this period, the NAV average annual return was 11.8%,

it ranged from -11.5% to +24.7% (and the share price averaged 12.7%, with a range
of -8.6% to +31.3%).

FEV’s NAYV, share price and benchmark total returns (%)

40
30

2

o

BT T AT Y
™ o

<

ENAV  ®Ord SPin year Index (£) mNAV vs index

Source: FEV Report and Accounts, Hardman & Co Research

27 April 2022



Fidelity European Trust Plc

a HARDMANE&CO.

FEV outperformed in 2021, and is still
outperforming on a rolling 12-month

basis.

FEV management has been very stable

FEV has underperformed benchmark
index in only two calendar years of last
11

FEV has managed to outperform in

negative, as well as positive, markets

As Warren Buffet likes to remind investors: “It is only when the tide goes out, that
you find out who has been swimming naked”. In that respect, we feel confident that
FEV should emerge fully clothed.

Q5: How did you cope in previous periods
of risk aversion, and sell-offs?

Let us remind ourselves of what has happened in the past, as this is not the first
time that we have seen market turbulence, pull-backs, or turning points, and it
certainly won'’t be the last.

To end-December 2021, FEV's NAV annualised growth beat the index by 6.1% over
one year, and it has now beaten the index by 4.6% on an annual basis since inception
in 1991. On a rolling 12-month basis, as of 21 April, the fund recorded NAV and
share price returns of 6.49% and 6.59%, respectively, compared with 2.4% for the
index.

Let us also stress that the management of FEV has been very stable over the last 30
years, with only four different managers over that period. The current manager can
now boast to have beaten the index in nine years out of the eleven that he has
managed the fund.

Over the last 11 calendar years (from 2011 to 2021 inclusive), the fund has
underperformed the benchmark index in only two years: 2013 (NAV +20.0% vs.
index +25.2%) and 2016 (NAV +17.6% vs. index +19.7%). It would probably be
natural to assume that, given the manager’'s targeted aim of beating the index
consistently by around 1%-2% p.a. (but not necessarily shooting the lights out), the
fund would suffer in periods of very strong markets, particularly in the event of a
sharp rally in depressed cyclical stocks. However, the fund outperformed by 3.4%
in 2019, when the index was up 20.4%, and also outperformed in 2017, by 2.5%,
and in 2012, by 6.9%, when the index was up by 17.5% and 17.8%, respectively.

The fund has managed to relatively outperform in down years as well. In 2011, with
the index down by 14.7%, the fund was down only 11.5%, while, in 2018, with the
index down by 9.5%, the fund was down only 4.8%. So, FEV has manged to prove
relatively defensive, even in down markets.

FEV has outperformed against European markets
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Source: FEV Report and Accounts, Hardman & Co Research

Academic studies have shown that, over time, even the best active funds will tend
to have at least two to three years of relative underperformance over a decade. In
that respect, FEV is no different. Hence, despite the current concerns, we believe
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Has the pandemic thrown up new ideas

or themes?

Regular re-evaluation of investment

thesis

How often do the analysts or the fund
managers meet with companies in
which you are invested, and how many
meetings are done annually by the PMs

and analysts?

How important are company meetings

in the investment process?

FEV’s philosophy and process have stood the test of time, and, while concerns about
the current outlook for equity markets are perfectly reasonable, given the
circumstances, we believe FEV is relatively well-positioned to continue
outperforming over the long term.

Qé6: What new ideas or themes has the
pandemic thrown up over the past two
years? Can you give us some recent
examples to illustrate this?

Many things have changed since the start of the pandemic, for both consumers and
businesses, not to mention office workers. Some trends that were already growing
have accelerated, and some things may never go back to how they were pre-
pandemic. In that respect, have the past two years since the start of the pandemic
thrown up any new ideas or themes? Digitalisation and ecommerce have been two
areas where the portfolio managers have been finding some new ideas, and,
whereas the US has been at the forefront of B2C innovation and commercialisation,
Europe seems to be at the forefront of the B2B market - and this is another area of
interest.

FEV regularly revisits the investment thesis of every investment, at least quarterly,
and ad hoc on major developments, reviewing the key screening criteria, the “three
reasons to hold” sheet and the expected total shareholder return (TSR) table.

The main drivers for selling a position are when the core investment thesis has
changed, with a sustained change in dividend prospects being a good indicator.

Q7: How important are the Fidelity
analysts, and Fidelity’s global research
effort in your process?

As of December 2021, Fidelity has a team of 32 research analysts covering Europe,
and has access to the global resource of sustainable investing and shorting, as well
as quant and technical analysts. This global network is a huge competitive advantage
compared with its peers, and helps FEV put its European ideas into a wider global
context. The research analysts are seen by many fund managers as the unsung
heroes of many of Fidelity’s funds, and are a huge differentiating factor compared
with many other fund management institutions,

Remember that, although FEV is a European fund, European sales account for just
over a third of FEV’s investee companies’ revenues - slightly less than the index
overall. Therefore, although European in name, and by domicile, around two thirds
of the portfolio’s revenues are global, and hence more international. This ties in with
the globalisation of the past 30 years, and presses home the importance of the global
reach of its analysts. Many of the stocks in FEV's portfolio are world-beaters or
global champions in their respective fields.
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Ongoing fee pressure across whole
industry, as passive investments make

further inroads

Focus on active share: would FEV
benefit from being even more

concentrated?

Q8: Industry trends - what is the situation
with fees and active share?

Ongoing charges have fallen sequentially every year since 2016, with the largest
element being the investment management fee. From April 2021, Fidelity cut the
rate of 0.75% that it was charging on assets in excess of £400m to 0.65%, saving
investors ca.£0.8m a year. With the growth of passive investments not relenting, we
expect fees to remain under pressure. As at the end of April, the sector average
ongoing charge was 0.92%.

Relative to the sector, FEV’s ongoing charges are slightly below the average on the
AIC basis, at 0.79%, as of the end of April. While below previous years, there does
seem to be a bit of a levelling off over the more recent years.

FEV’s ongoing charges (%)
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Source: FEV Report and Accounts, Hardman & Co Research

The other effect that the growth of passive investments is having on the industry,
and on active funds in particular, is to illuminate closet-indexers, or funds that charge
active fees for not doing much more than replicating the index by having a large
number of stocks in their funds. This can easily be measured by the active share of
a fund, which shows you how closely the fund is tracking the index, and how much
is, by contrast, genuinely active.

While FEV is relatively concentrated, particularly compared with many of its
competitors, and holds only 40-50 investments, it does raise the question of
whether the fund should move to an even more concentrated number of
investments, given that most academic studies seem to suggest that benefits of
diversification tend to start dissipating after 15-20 stocks. On the other hand, 40-
50 stocks seems to be a substantial number of investments, providing investors with
a good risk-return profile over the fund’s history, and also providing ample
diversification without diluting the performance. At the same time, it gives the
portfolio managers ample room for manoeuvre without feeling too constrained by a
subjective number.
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Portfolio

Historical sector split The table below shows the evolution of the portfolio by sector over the past five
years. There have been relatively few changes, which is unsurprising, given the long-
term focus of the fund. Financial services, healthcare, industrials and technology are
the biggest overweights relative to the index.

Gross asset exposure as percentage of net assets by sector, 2017 to March 2022

2017 2018 2019 2020 2021 March’22 Benchmark
Consumer goods 18.7 171 18.8 20.7 * * *
Financial services 5.6 5.3 8.9 9.9 10.1 22.0 16.4
Other financials (incl. banks/insurance) 15.6 13.5 11.5 10.1 133 combined combined
Healthcare 18.8 20.3 19.5 19.7 17.6 18.5 16.7
Industrials 19.1 19.1 15.7 16.2 19.5 19.3 17.3
Technology 11.2 10.1 11.3 14.0 13.8 12.6 8.9
Basic industries 7.2 6.0 6.2 6.3 6.0 5.1 5.0
Consumer services 6.6 4.8 3.5 4.6 * * *
Utilities 2.0 2.9 1.0 4.5 3.1 2.9 4.2
Oil & Gas 7.0 8.0 7.0 3.2 3.2 n/d n/d
Telecoms 1.4 3.0 3.7 2.6 1.8 1.8 3.6
Total 113.2 110.1 107.1 111.8 111.1 112.5 100

*Factsheet disclosure shows consumer discretionary at 13,4% (index 12.5%) and consumer staples at 10.1% (index 9.5%)
Source: FEV Report and Accounts, Hardman & Co Research

Historical geographical split The table below shows the evolution of the portfolio by country over the past five
years. There have been relatively few changes (again unsurprising, given the long-
term focus).

Gross asset exposure as percentage of net assets by country, 2017 to March 2022

2017 2018 2019 2020 2021 March’22  Benchmark
France 31.6 30.1 29.0 297 30.3 297 21.8
Switzerland 17.3 18.0 18.9 25.0 25.3 24.9 20.7
Germany 19.2 13.7 19.6 17.4 13.9 111 16.9
Netherlands 8.8 8.6 6.1 7.6 7.9 7.1 8.8
Italy 5.1 4.9 4.7 5.9 5.7 5.7 52
Norway 4.3 52 54 4.9 n/d 3.5 1.8
Sweden n/d n/d 3.7 3.9 5.9 6.1 7.1
Denmark 4.9 4.2 n/d 4.2 4.5 4.8 5.2
Spain 5.5 6.5 4.8 4.2 3.9 4.0 4.8
UK n/d 3.4 4.7 3.7 4.5 4.5 0
Finland 5.2 5.7 3.4 n/d 3.6 n/d n/d
Others/unclassified 11.3 9.8 6.8 5.3 5.6 111 7.6
Total 113.2 110.1 107.1 111.8 111.1 112.5 100

Source: FEV Report and Accounts, Hardman & Co Research
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FEV and peers’ discount to NAV (%)

Valuation

As can be seen in the charts below, FEV’s discount to NAV is broadly in line with
that of its peers in the AIC Europe sub-sector, while its dividend vyield is above the
average of the sector. It is worth noting that, since we wrote our initiation report on
the fund, there are now only seven funds in the sector, as JPMorgan merged its two
funds JPMorgan European Growth (JETG) and JPMorgan European Income (JETI)
into one fund - JPMorgan European Growth and Income (JEGI).

FEV and peers’ dividend yield (%)
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reflecting recent rise in risk aversion

Source: NAV announcements LSE, dated 21 April 2022, Hardman & Co Research

As can be seen in the chart below, FEV's discount to NAV has been trending at low-
to mid-single-digit levels, and is currently slightly above this level, at 8.5% (25 April),
reflecting the latest rise in risk aversion following the events in Ukraine. The discount
is, however, in line with the levels of the past 10 years.

FEV’s historical discount to NAV (at end-Dec) and latest
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Disclaimer

Hardman & Co provides professional independent research services and all information used in the publication of this report has been compiled from publicly
available sources that are believed to be reliable. However, no guarantee, warranty or representation, express or implied, can be given by Hardman & Co as to the
accuracy, adequacy or completeness of the information contained in this research and they are not responsible for any errors or omissions or results obtained
from use of such information. Neither Hardman & Co, nor any dffiliates, officers, directors or employees accept any liability or responsibility in respect of the
information which is subject to change without notice and may only be correct at the stated date of their issue, except in the case of gross negligence, fraud or
wilful misconduct. In no event will Hardman & Co, its affiliates or any such parties be liable to you for any direct, special, indirect, consequential, incidental damages
or any other damages of any kind even if Hardman & Co has been advised of the possibility thereof.

This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to buy
or sell any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not constitute
investment advice. However, the companies or legal entities covered in this research may pay us a fixed fee in order for this research to be made available. A full
list  of companies or legal entities that have paid us for coverage within the past 12 months can be viewed at
http://www.hardmanandco.com/legals/research-disclosures. Hardman may provide other investment banking services to the companies or legal entities
mentioned in this report.

Hardman & Co has a personal dealing policy which restricts staff and consultants’ dealing in shares, bonds or other related instruments of companies or legal entities
which pay Hardman & Co for any services, including research. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or legal
entities covered by this document in any capacity other than through Hardman & Co.

Hardman & Co does not buy or sell shares, either for their own account or for other parties and neither do they undertake investment business. We may provide
investment banking services to corporate clients. Hardman & Co does not make recommendations. Accordingly, they do not publish records of their past
recommendations. Where a Fair Value price is given in a research note, such as a DCF or peer comparison, this is the theoretical result of a study of a range of
possible outcomes, and not a forecast of a likely share price. Hardman & Co may publish further notes on these securities, companies and legal entities but has no
scheduled commitment and may cease to follow these securities, companies and legal entities without notice.

The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or
use would be contrary to law or regulation or which would subject Hardman & Co or its dffiliates to any registration requirement within such jurisdiction or country.

Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative
and involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance may
be volatile; they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or appropriate
for all investors. Where this document refers to a particular tax treatment, the tax treatment will depend on each investor’s particular circumstances and may be
subject to future change. Each investor’s particular needs, investment objectives and financial situation were not taken into account in the preparation of this
document and the material contained herein. Each investor must make his or her own independent decisions and obtain their own independent advice regarding
any information, projects, securities, tax treatment or financial instruments mentioned herein. The fact that Hardman & Co has made available through this
document various information constitutes neither a recommendation to enter into a particular transaction nor a representation that any financial instrument is
suitable or appropriate for you. Each investor should consider whether an investment strategy of the purchase or sale of any product or security is appropriate for
them in the light of their investment needs, objectives and financial circumstances.

This document constitutes a ‘financial promotion’ for the purposes of section 21 Financial Services and Markets Act 2000 (United Kingdom) (‘FSMA’) and
accordingly has been approved by Capital Markets Strategy Ltd which is authorised and regulated by the Financial Conduct Authority (FCA).

No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or
otherwise, without prior permission from Hardman & Co. By accepting this document, the recipient agrees to be bound by the limitations set out in this notice.
This notice shall be governed and construed in accordance with English law. Hardman Research Ltd, trading as Hardman & Co, is an appointed representative of
Capital Markets Strategy Ltd and is authorised and regulated by the FCA under registration number 600843. Hardman Research Ltd is registered at Companies
House with number 8256259.

(Disclaimer Version 8 - Effective from August 2018)

Some professional investors, who are subject to the new MiFID Il rules from 3rd January 2018, may be unclear about the status of Hardman & Co research and,
specifically, whether it can be accepted without a commercial arrangement. Hardman & Co’s research is paid for by the companies, legal entities and issuers about
which we write and, as such, falls within the scope of ‘minor non-monetary benefits’, as defined in the Markets in Financial Instruments Directive II.

In particular, Article 12(3) of the Directive states: ‘The following benefits shall qualify as acceptable minor non-monetary benefits only if they are: (b) ‘written
material from a third party that is commissioned and paid for by a corporate issuer or potential issuer to promote a new issuance by the company, or where the
third party firm is contractually engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed in
the material and that the material is made available at the same time to any investment firms wishing to receive it or to the general public...’

The fact that Hardman & Co is commissioned to write the research is disclosed in the disclaimer, and the research is widely available.

The full detail is on page 26 of the full directive, which can be accessed here: https://ec.europa.eu/transparency/regdoc/rep/3/2016/EN/3-2016-
2031-EN-F1-1.PDF

In addition, it should be noted that MIFID II's main aim is to ensure transparency in the relationship between fund managers and brokers/suppliers, and eliminate
what is termed ‘inducement’, whereby free research is provided to fund managers to encourage them to deal with the broker. Hardman & Co is not inducing the
reader of our research to trade through us, since we do not deal in any security or legal entity.
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