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Market recap
European equities declined in Q3 with the MSCI Europe ex UK producing
a GBP total return of -2.0%; local currency returns were weaker as the
pound slumped against a range of currencies following the new
government’s ‘fiscal event’. Growth styles had a better quarter, with the
MSCI Europe ex UK Growth index producing a GBP total return of 0.75%.
At the sector level, the best performing areas of the market included
traditionally defensive areas like consumer staples; financials also
performed well as the ECB began to normalise interest rates,
implementing 125bps of rates hikes over the quarter and indicating that
there will be more tightening to come. Real estate performed very poorly
as actual and market-implied ‘risk free’ rates rose aggressively.
On the macro front, the energy crisis continued to dominate as Russia
completely halted gas flows through Nord Stream 1 at the start of
September. The Nord Steam 1 and 2 pipelines were then seemingly
sabotaged at the end of that month; the large explosions were detected
by Danish seismologists. Despite this backdrop, gas prices did not reach
new highs as European countries have been switching to LNG and the EU
has unveiled a range of proposals to control energy price volatility,
including a ‘maximum dynamic price’ for natural gas.
Fund review
Over the quarter the SVS Sanlam European Equity Fund produced a
performance of -2.3% (B Share class – source: Morningstar), thus
performing broadly in line with the MSCI Europe ex UK index.
Allocation decisions added value over the quarter as the Fund is
overweight industrials, which outperformed in Q3. An underweight in
communication services and zero weight in real estate also added value.
Selection decisions in consumer discretionary (+64 bps), financials (+52
bps), staples (+44 bps) and energy (+36 bps) worked well over Q3 but our
stock selection in healthcare (-47bps) and industrials (-32bps) exerted a
drag on returns.
In terms of portfolio activity, there were no new positions added to the
Fund and no complete exits in Q3 2022, reflecting our high-conviction and
low turnover investment approach.
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Fund performance
QTR
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•
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•

Performance beyond one year is annualised.
Past performance is not an indicator of future performance.
Source: Sanlam, Morningstar and Lipper as at 30/09/2022. Figures for periods longer than 12 months are annualized. NAV to NAV figures are used. Net of
charges.

Performance attribution vs MSCI UK
Winners

Total impact (bps)

Losers

Total impact (bps)

Finecobank

+53

Sanofi

-64

Heineken

+43

Teleperformance

-48

Heineken

+48

Evotec

-47

Source: StatPro as at 30/09/22.

Outlook
After a very difficult 2022 to date, sentiment across European bourses remains downbeat, not least because the ongoing war in
Ukraine poses the likelihood of material disruption to energy supplies this winter. However, given the heavy falls seen in
European equities this year, a lot of the gloom is priced in.
One potential source of support for Europe is that analysts have already started to downgrade profit estimates due to recession
fears, which will give stocks a lower hurdle to clear in the future; this process has barely started in other equity markets like the
US. The weaker euro will support exporters and there is plenty of evidence that high-end consumers in key export markets such
as the US remain resilient; it is worth remembering that even modest signs of stabilisation at the global macro level will be
supportive for Europe because it is so reliant on exports to drive growth. Valuations are undeniably attractive at their current level
(the MSCI Europe ex UK trades on a forward PE of 11.4x, a substantial discount to other developed markets which trade on
nearly 14x) but earnings need to be reasonably resilient for European bourses to find a base from which they can rally.
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Important information
The Fund has holdings which are denominated in currencies other than sterling and may be affected by movements in exchange rates.
Consequently the value of an investment may rise or fall in line with the exchange rates.
The value of this portfolio is subject to fluctuation and past performance is not necessarily a guide to future performance. The performance
is calculated for the portfolio and the actual individual investor performance will differ as a result of initial fees, the actual investment date, the
date of reinvestment and dividend withholding tax. All terms exclude costs. Fluctuations or movements in exchange rates may cause the
value of underlying investments to go up or down. Do remember that the value of participatory interests or the investment and the income
generated from them may go down as well as up and is not guaranteed, therefore, you may not get back the amount originally invested and
potentially risk total loss of capital. Therefore, the Manager does not provide any guarantee either with respect to the capital or the return of
a portfolio. The Manager has the right to close any Portfolios to new investors to manage them more efficiently in accordance with their
mandates. Collective Investment Schemes are traded at ruling prices and can engage in borrowing and scrip lending. Collective Investment
Schemes (CIS) are generally medium to long term investments. A schedule of fees and charges and maximum commissions is available on
request free of charge from the Authorised Corporate Director, the Investment Manager or at www.sanlam.co.uk.
This document is marketing material and is not intended as a recommendation to invest in any particular asset class, security or strategy.
Issued and approved by Sanlam Investments which is authorised and regulated by the Financial Conduct Authority. Sanlam Investments is
the trading name for Sanlam Investments UK Limited (FRN 459237), having its registered office at 24 Monument Street, London, EC3R 8AJ.
The UCITS Management Company has the right to terminate the arrangements made for the marketing of funds in accordance with the
UCITS Directive.
The Fund is managed by Evelyn Partners Fund Solutions Limited, registered in England at 45 Gresham Street, London EC2V 7BG, which is
authorised and regulated by the Financial Conduct Authority (No. 1934644), as a UCITS Fund Manager and Alternative Investment Fund
Manager. Evelyn Partners Fund Solutions Limited has appointed Sanlam Investments UK Ltd as Investment Manager to this Fund.
This document is provided to give an indication of the investment and does not constitute an offer/invitation to sell or buy any securities in
any fund managed by us nor a solicitation to purchase securities in any company or investment product. It does not form part of any
contract for the sale or purchase of any investment. The information contained in this document is for guidance only and does not constitute
financial advice.
The fund price is calculated on a net asset value basis, which is the total value of all assets in the portfolio including any income and
expense accruals. Trail commission and incentives may be paid and are for the account of the manager. Performance figures quoted are
from Sanlam and are shown net of fees. Performance figures for periods longer than 12 months are annualized. NAV to NAV figures are
used. Calculations are based on a lump sum investment.
Please note that all Sanlam Funds carry some degree of risks which may have an adverse effect on the future value of your investment. Any
offering is made only pursuant to the relevant offering document, together with the current financial statements of the relevant fund, and the
relevant subscription/application forms, all of which must be read in their entirety together with the SVS Sanlam Unit Trusts prospectus and
the KIID. All these documents explain different types of specific risks associated with the investment portfolio of each of our products and
are available free of charge from the Manager or at www.sanlam.co.uk. No offer to purchase securities will be made or accepted prior to
receipt by the offeree of these documents, and the completion of all appropriate documentation. Use or rely on this information at your own
risk. Independent professional financial advice should always be sought before making an investment decision as not all investments are
suitable for all investors.
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