EDISON

The European Investment Trust
Trade dispute weighing on investor sentiment

The European Investment Trust (EUT) is managed by Craig Armour at
Edinburgh Partners (EP, which is now a wholly owned subsidiary of
Franklin Templeton Investments). He aims to generate attractive
investment returns from a diversified portfolio of continental European
equities, employing a disciplined, valuation-based stock selection strategy.
The manager believes investor sentiment has become too negative, on the
back of slowing global growth in response to the US/China trade dispute.
He says that as a result, many sectors of the European stock market—
including industrials and other cyclicals — are looking attractively valued.
EUT’s board has a progressive dividend policy and the trust currently
offers a yield of 3.5%, which is the highest for a non-income-focused fund
within the AIC Europe sector.

12 months Share price NAV Benchmark FTSE All-Share MSCI World
ending (%) (%) (%) (%) (%)
31/12/14 4.9 (1.0) (1.4) 1.2 12.1
31/12/15 (3.7) (2.1) 5.5 1.0 5.5
31/12/16 12.8 21.6 21.2 16.8 29.0
3112117 24.5 15.6 16.9 13.1 12.4
31/12/18 (15.2) (14.7) 9.1) (9.5) (2.5)

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

Investment strategy: Focus on Y5 P/E multiples

EP employs a disciplined, valuation-based approach to stock selection. Companies
considered forinclusion in the portfolio undergo rigorous fundamental analysis,
which includes an earnings multiple based on earnings five years out (a Y5 P/E).
EP’s analysis shows thatinvestors have historicallyenjoyed above-average real
returns from stocks tradingon a Y5 P/E below 11x. The managerruns a relatively
concentrated portfolio of 35—45 positions; currently, the largestsectorexposures
are healthcare, banks, and industrial goods and services. EUTis permitted to gear
up to 20%; however, at end-November 2018 it held a net cash balance 0f 1.2%.

Market outlook: Higher volatility versus benign 2017

Investors experienced higher stock market volatility in 2018 following a benign
periodin2017. Increasedrisk aversion stems from a series of macro uncertainties,
including escalating trade tensions and political issues. So far, European earnings
growth has remained relativelyrobust, so share price weakness hasled to more
attractive valuation multiples.Inuncertaintimes, investors maybe well served by
taking a longer-term perspective and having a keen focus on companyvaluations.

Valuation: Trading within a narrow range

EUT's current 8.2% share price discountto cum-income NAV is narrower than the
10.0% to 12.5% range of averages over the lastone, three, five and 10 years. The
board opportunisticallyundertakes share repurchases to manage the discount;
during FY18, 1.8% of the share base was boughtback at an average discountof
10.3%. EUT’s annual dividends have grown, or been maintained, every year since
2009; the trust currently offers a yield of 3.5%.
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Exhibit 1: Trust at a glance

Investment objective and fund background

Recent developments

The European Investment Trust (EUT) seeks attractive investmentreturns over
the long term from a div ersified portfolio of European securities. The frustwas
launched in 1972 and managementwas transferred to Edinburgh Partners on

1 February 2010 following a tender process. The manager follows a disciplined,
long-term v alue investment approach.

= 29 November 2018: annual report for 12 months ending 30 September 2018.

NAV TR -2.1% versus benchmark TR +2.4%. Share price TR +1.2%.
Announcementof 18.0p final dividend.

= 29 November 2018: announcement that William Eason will retire at January

2019 AGM. Appointment of Sue Inglis and Andrew Watkins as independent

non-ex ecutivedirectors.

Forthcoming Capital structure Fund details

AGM January 2019 Ongoing charges 0.61% (FY18) Group Edinburgh Partners

Interim results May 2019 Netcash 1.2% Manager ~ Craig Armour

Year end 30 September Annual mgmtfee Tiered (see page 8) Address  27-31Melville Street,
Dividend paid July, January Performance fee None Edinburgh EH3 7JF

Launch date 1972 Trustlife Indefinite Phone +44 (0) 131 270 3800
Continuation vote None Loan faciliies €30m Website www.edinburghpartners.com

Dividend policy and history (financial years)

Share buyback policy and history (financial years)

The investmentobjective is to achieve attractive investmentreturns, sodividend EUT is authorised both to repurchase up to 14.99% of its ordinary shares ata

yield is notthe primary aim. Historically, annual dividends were paid in January,
but starting in July 2017 an interim dividend is also paid.
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Portfolio exposure by geography (as at 30 November 2018)

= Wells Capital Mgmt. (17.1%)

= 1607 Capital Partners (16.4%)
Investec Wealth & Inv. (9.2%)

m City of London (5.3%)
Charles Stanley (4.8%)
Alliance Trust Savings (4.0%)
Rathbones Inv. Mgmt. (2.4%)
Hargreaves Lansdown (2.2%)

Other (38.6%)

|

Top 10 holdings (as at 30 November 2018)

= France (18.7%)

1 Germany (16.9%)
Netherlands (12.2%)

= Switzerland (11.0%)
Spain (8.9%)
Sweden (5.7%)
Ireland (5.6%)
Italy (4.8%)
Other (16.2%)

Portfolio weight %

Company Country Sector 30 November2018 30 November2017*
Roche Switzerland Healthcare 4.7 N/A
Sanofi France Healthcare 4.1 3.1
Nov artis Switzerland Healthcare 4.0 35
Telefonica Spain Telecoms 3.7 N/A
Roy al Dutch Shell 'A' Netherlands Oil & gas 3.3 3.3
Nokia Finland Technology 3.3 N/A
PostNL Netherlands Industrial goods & services 3.1 3.9
Getinge Sweden Healthcare 3.1 N/A
Glanbia Ireland Food & beverage 3.1 N/A
ING Groep Netherlands Banks 3.1 N/A
Top 10 (% of holdings) 35.5 32.6

Source: The European Investment Trust, Edison Investment Research, Bloomberg, Morningstar. Note: *N/A w here not in end-

November 2017 top 10.
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Market outlook: Valuations at more reasonable levels

Exhibit 2 (LHS) shows the performance ofindices overthe lastfive years in sterling terms. While
European equities have delivered highertotal returns than UK shares, both have been eclipsed by
the performance ofglobal equities, where the indices are dominated bythe US, which has
outperformed (partlydue to the strength of the dollar). Stock markets across the globe experienced
much higherlevels of volatility in 2018, compared with a very benign environmentin 2017. Investor
concerns includerising US interestrates and the US/China trade dispute, while European investors
also have to consider political issues such as the Italian government’s budgetand ongoing Brexit
uncertainty. As shown in the right-hand chartbelow, the valuation of European equities is now very
closeto a five-year low. Measured by the Datastream Europe ex-UKindex, European shares are
trading on a forward P/E multiple of11.6x, which is a ¢ 15% discountto the 13.6x five-year average.
They are alsolooking more attractive on a relative basis, ata 10.3% discountto world equities,
2.2pp widerthan the 8.1% average over the lastfive years. In an environmentof higher stock
marketvolatility, investors maybenefitfrom taking a longer-term view on equity investmentand
adopting a more valuation-aware approach.

Exhibit 2: Market performance and valuation

Performanceof indices, last five years (in £ terms) Valuation of European equities (using Datastream Europe ex-UK index)
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Source: Thomson Datastream, Edison Investment Research. Note: Valuation data as at4 January 2019.

Fund profile: European exposure with long-term view

EUT was launched in 1972 and has been managed byEP since 1 February 2010. The firm has

c £7bn of assets under management(£1bnin European mandates). All strategies are long onlyand
unconstrained,and adhere to EP’s value-driven process, which was developed bythe company’s
founder Sandy Nairn, based on the understanding thatstock markets are efficientover the long
term, but behave more randomlyover shorter periods. The trustis listed on the Main Market of the
London Stock Exchange; it historicallyhad a listing on the New Zealand Stock Exchange, but this
was cancelledin November 2017, as the board believed the costs involved outweighed the
benefits. Since August2016, EUT has been managed byCraig Armour, who joined EP in 2009; his
remitis to achieve attractive investmentreturns from a diversified portfolio of European securities.
The fund typically holds 35—45 positions with a limitof 10% (at the time of investment)in a single
stock, and its performance is measured againstthe FTSE All-World Europe ex-UK Index. Up to
10% of the portfolio may be invested in countries outside ofthe FTSE All-World European indices.
Gearing of up to 20% is permitted in normal marketconditions;atend-November2018,EUT had a
net cash balance of1.2%. Historically, the fund has not hedged its currency exposure. As of

1 May 2018, Edinburgh Partners is a wholly owned subsidiaryof Franklin Templeton Investments;
following the transaction there have been no changes to the way the trustis managed.
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The fund manager: Craig Armour

The manager’s view: Focus on quality and fair valuations

Armour says that the world is now a long way from the optimism ofearly 2018 and “synchronised
economic growth”. At that time, the consensus view was thatPresident Trump’s ‘America First
trade discussions would see him trying to score easy points ahead ofthe mid-term elections.
However, Armour says the issues now go a lot deeperand are not justabouttrade, but more about
power and geopolitical positioning. The manager believes thatunlessthere is achangeinthe US
approach, the trade dispute with Chinais likely to persistforsome time, which is negative for global
growth. This is an unhelpful situation for Europe, which is a net exporter and has delayed the
normalisation of monetarypolicyin the form of higherinterestrates. Armour says that while the US
economyremains strong and its monetarypolicyis normalising, the restof the world has
decoupled. He comments thatwhile EUT’s negative performance in recentmonths has partlybeen
due to stock-specificissues, the macro backdrop has made life ‘tricky . For several months the
manager had been reducing the trust's cyclical exposure. However, he says this strategy has been
interrupted, as some cyclical stocks have fallen so far they are now too cheap to trim or sell
outright. Industrial stocks have been hit particularlyhard, such as companies involved in the
automotive supplychain. Armour notes notjustday-to-day stock marketvolatility, but intra-day,
which means he needs to be very careful when placing orders in the market, as stock prices can
move very quickly, both up and down.

While economic growth is slowing in Europe, Armour comments there is wage inflation, which is
putting particular pressure on the margins of companies employing manual processes, or delivery
companies such as Deutsche Post. He says it will be tough for this companyto pass on higher
costs to its customers, given the competitive and costpressures within the retail industry. The
manager also notes the negative developments in Europe, such as the governmentbudgetdeficitin
Italy and civil unrestin France. This is symptomatic of fragmented politics in the region as a result
of the uneven benefits that have accrued to capital at the expense of laboursince the global
financial crisis. In aggregate, the manager believes thatEuropean corporate earnings growth in

2018 will be tepid (unlike the robustlevels in2017) and he expects more of the samein 2019, as
companies need to continue to deploy capexin an attempt to remain competitive and protect their
margins. However,the manager believes itis importantnotto be too bearish; while he expects
growth to be subdued, he does notexpect an ‘Armageddon’ economic scenario. He says that
investors became too optimistic butconcerns aboutthe disruption to global trade have punctured
this enthusiasm, and now sentimenthas moved too far the other way. Armour comments thatthe
lower-growth environmentshould mean lower equitytotal returns than those enjoyed in 2016/17; he
stressesthe importance of holding structurallywell-positioned companies with strong balance
sheets and believes valuations will once more become a much higher priorityfor investors.

Asset allocation

Investment process: Long-term, valuation-based approach

EP’s investmentphilosophycentres on the beliefthat the value of a business dependsonits long-
term ability to generate profits, but that investors tend to be too shortterm, which can lead to
irrational share price moves over shorter periods. The company's analysis shows a stable
relationship between the total returns achieved by investing in a stock at a given share price, and
the ratio of that share price to long-term earnings pershare. However, the data show no
relationship between share price performance and earnings over periods ofless than two years.

The European InvestmentTrust| 7 January 2019 4
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Armour and the other 15 members of EP’s investmentteam (14 portfolio managers/analysts and
two applied research specialists ) undertake thorough fundamental analysis; the resulting standard
research template includes a company's five-year, inflation-adjusted earnings forecastand a Y5
P/E multiple. EP’s analysis shows thatabove-average real returns can be delivered when
companies are purchased ata Y5 P/E below 11x. The current average Y5 multiple for stocks in the
portfoliois ¢ 8.5x, atthe lowerend of a range of 7x to 11xover the last20 years. An assessmentof
a company's environmental, social and governance record is also an importantelement ofthe
research process. EUT’s portfolio typically contains 35—-45 stocks and turnover averages ¢ 25% pa.
In FY18, EUT's active share was 80%, modestlyhigherthan 79% in FY17 — this is a measure of
how a fund differs from its benchmark, with 0% representing fullindexreplication and 100% no
commonality. The manager cautions thatdue to EP’s long-term, disciplined, valuation-based
approach, there may be periods when the trust lags its benchmark.

Current portfolio positioning

At end-November2018,EUT’s top 10 holdings made up 35.5% ofthe portfolio, which was an
increase in concentration compared with 32.6% a year earlier; four positions were common to both
periods. Interms of sectorexposure, over the last12 months the largestincreases are in
healthcare (+5.7pp) and technology (+4.6pp), with the biggestdeclinesin banks (-3.6pp) and
chemicals (-3.3pp). EUT’s unconstrained investmentapproach is evidenced byhaving no exposure
to basicresources, chemicals, construction and materials, insurance and real estate, which
togethermake up more than 17% of the benchmark. The manager explains thatthe ability of a
companyto sustainits dividend payments is a key focus when selecting stocks for the portfolio. He
notes that major oil companies were out of favour with investors due to question marks over their
distributions; however, following a period of substantial cost cutting, they are now able to offer
decentdividend yields.

Exhibit 3: Portfolio sector exposure vs benchmark (% unless stated)

Portfolioend-  Portfolioend- Change Index  Active weight Trust weight/

November 2018 November 2017 (pp) weight  vsindex(pp) indexweight (x)

Healthcare 18.1 12.4 5.7 14.9 3.2 1.2
Banks 17.5 21.1 (3.6) 1.4 6.1 1.5
Industrial goods & services 16.7 18.0 (1.3) 1.7 5.0 1.4
Oil & gas 10.1 11.0 (0.9 5.3 4.8 1.9
Technology 8.4 3.8 4.6 6.1 2.3 1.4
Telecoms 6.1 7.6 (1.5) 3.6 25 1.7
Media 4.8 4.4 0.4 1.5 3.3 32
Food & beverages 3.1 0.0 3.1 8.1 (5.0 0.4
Retail 2.7 4.3 (1.6) 2.6 0.1 1.1
Utiliies 2.7 25 0.2 4.3 (1.6) 0.6
Travel &leisure 25 2.6 0.1) 0.5 2.0 5.1
Financial services 21 22 (0.1) 1.9 0.2 1.1
Automobiles & parts 2.1 2.5 (0.4) 3.9 (1.8) 0.5
Personal & household goods 2.0 4.7 2.7 7.1 (5.1) 0.3
Basic resources 0.0 0.0 0.0 1.2 (1.2) 0.0
Chemicals 0.0 3.3 (3.3) 4.3 (4.3) 0.0
Construction & materials 0.0 0.0 0.0 3.3 (3.3) 0.0
Insurance 0.0 0.0 0.0 6.4 (6.4) 0.0
Real estate 0.0 0.0 0.0 2.0 (2.0) 0.0
Cash/(gearing) 1.2 (0.6) 1.8 N/A N/A N/A

100.0 100.0 100.0

Source: The European Investment Trust, Edison Investment Research

There are two relatively new holdings in the portfolio, both of which are IT service companies: Indra
Sistemas (Spain)and Sopra Steria (France). Indra Sistemas has two distinctdivisions — MinsaitIT,
which provides technologyservices across a broad range of verticals including the energy and
financial service sectors (64% of 9M18 revenues), and Transportand Defence (36%), which
provides simulation and automatic testequipment, and defence electronic equipment. The manager

The European InvestmentTrust| 7 January 2019 5



EDISON

says he initiated the position as he believes the sub-parreturns in the company's IT division can be
improved, while margins in the Transportand Defence division remain robust.

Sopra Steria provides end-to-end digital transformation IT services across a wide range of
corporate clients. Armour says its banking software operation is amodestc 10% of revenues, but
provides a good growth opportunity as the marketis large and banks have been slow to outsource
their operations. Sopra Steria recently issued a profits warning stemming from this division, due to
contract delays and the need for extra resources. The manager says thatfollowing share price
weakness as aresultofthis news, investors are essentiallygetting the banking software business
‘for free’.

Recentcomplete disposals include Airbus (on valuation grounds, having doubled in price over the
lasttwo-and-a-halfyears); BB Biotech, sold at a meaningful premiumto netassetvalue; Danske
Bank, which is underinvestigation for moneylaundering through its Estonian operations; and DIA,
where poorfundamentals suggesta capital raise maybe necessary.

Performance: Reasonable absolute return record

In FY18 (ending 30 September) EUT’s NAV and share price total returns of -2.1% and +1.2%
lagged the benchmark’s +2.4% total return. In terms of sector attribution, oil and gas generated the
largestpositive contribution (+4.2pp), whereas the largestdetractor was financials (-2.9pp). Looking
atindividual stocks, the highest contributor was Norwegian seismic specialist Petroleum Geo-
Services (+2.0pp), which benefited from reduced industrycapacity and robustdemand for its
services, and the largestdetractor was Spanish food retailer DIA (-1.3pp), which is facing tough
competitionin its domestic marketand currency weakness in its South American operations; this
position has now been sold.

Exhibit 4: Investment trust performance to 31 December 2018

Price, NAV and benchmark total return performance, one-year rebased Price, NAV and benchmark total retum performance (%)
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Source: Thomson Datastream, Edison Investment Research. Note: Sl is since move to Edinburgh Partners (1 February 2010). Three-
year, five-year and S| performance figures annualised.

Exhibit 5: Share price and NAV total return performance, relative to indices (%)

Onemonth Threemonths Sixmonths Oneyear Threeyears Five years Sl
Price relative to FTSE AW Europe ex-UK 0.4 (2.8) (3.9) (6.8) (7.5) (10.3) 1.0
NAV relativ e to FTSE AW Europe ex-UK (1.9) (3.4) 6.1) (6.2) (7.0 (13.3) (6.8)
Price relative to FTSE All-Share (0.5) (3.4) (0.6) (6.4) (0.4) (1.6) (0.8)
NAV relativ e to FTSE All-Share (2.8) (4.0 (2.9) (5.8) 0.2 (5.0) (8.5)
Price relative to MSCI World 3.4 (2.3) (6.3) (13.0) (15.8) (28.1) (29.5)
NAV relativ e to MSCI World 1.0 (2.9) (8.4) (12.6) (15.3) (30.5) (34.9)

Source: Thomson Datastream, Edison Investment Research. Note: Data to end-December 2018. Geometric calculation.

EUT's relative performance has sufferedin recentyears due to the outperformance of growth over
value stocks since the global financial crisis, a period that has been categorised byabnormallylow
interestrates. The manager stresses thatover the very long term, investors exposed to value rather
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than growth stocks would have enjoyed superiortotal returns, and he is confidentthat as global
interestrates normalise, stock marketleadership should once again favour attractively valued
companies. He explains thatrecent weakness in performance has also been led bythe trust’s
holdings in banks and industrials, while there has been some stock-specific weakness such as
German pharmaceutical and life sciences companyBayer, which is facing litigation risk following its
acquisition of US agrochemical and agricultural biotechnologycompanyMonsanto.

Exhibit 6: NAV total return performance relative to benchmark over three years
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Source: Thomson Datastream, Edison Investment Research

Discount: Continuing in a narrow range

EUT is currently trading at an 8.2% share price discountto cum-income NAV, which compares with
a6.6% to 12.2% range of discounts overthe last12 months. The averages over the lastone, three,
five and 10 years range between 10.0% and 12.5%. EUT’s board repurchases shares
opportunistically, there is no formal discounttarget. During FY18, 0.8m shares (1.8% of the share
base)were repurchased atan average discountof10.3%, which enhanced NAV by 1.9p.

Exhibit 7: Share price discount to NAV (including income) over three years (%)
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Source: Thomson Datastream, Edison Investment Research

Capital structure and fees

EUT is a conventional investmenttrustwith one class ofshare. There are currently 41.0m ordinary
shares inissue. Renewed annually, the trust has the authority both to repurchase up to 14.99% of
its ordinary shares ata discountand to issue up to 5% of its issued share capital ata premium to
NAV, to manage a discountorpremium. EUT has a €30m overdraft facility with Northern Trust, but
atend-November 2018, the trust was ungeared and running a net cash position of 1.2%. However,
the manager comments thatcompanyvaluations have come down to a level where he would
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consideremploying gearing. If the overdraft facility were fully drawn down, it would equate to
gearing of c 8%.

From 1 June 2018, EP has been paid an annual managementfee of 0.55% up to £500m market
cap and 0.50% above this level (historicallyaflat 0.55% of marketcap), and no performance fee is
payable. In FY18, EUT’s ongoing charges were 0.61%, modestlyhigherthan 0.59% in FY17, but
still competitive versus all of its peers (see Exhibit 8). It was the first financial year in which two-
thirds of fees and financing costs were charged to the capital accountrather than 100% to the
revenue account. This two-thirds/one-third splitrepresents the board’s expectation ofthe
breakdown of future returns between capital and income and, all else being equal, should enable
higherdividend payments.

Dividend policy and record

Although EUT’s mandate is to generate attractive investmentreturns rather than focusing on
income, dividends have grown, or been maintained, every year since 2009, compounding atan
average annual rate of 11.4%. The announced 27.0p total distribution for FY18 is 25.6% higher
than the 21.0p regular dividend paidin respectof FY17 and was more than covered by revenue,
which grew by 6.2% year-on-year to 27.4p per share (more than 50% of the increase was due to
the change in fee allocation, highlighted in the section above). At end-FY18, EUT had revenue
reserves of £11.9m, equivalentto c 29p pershare, whichis higherthan the lastannual dividend
payment. With effect from 2017, the trust now pays dividends twice a year, in July and January.
Based onits current share price, EUT offers a dividend yield of 3.5%.

Peer group comparison

EUT is a memberofthe AIC Europe sector,and with a marketcap greaterthan £300m it is the third
largestin the eight-strong peergroup. Its NAV total returns are below average over the periods
shown in Exhibit 8. EUT currently has one of the narrower discounts in the group. It has a very
competitive ongoing charge that is more than 30bps lowerthan the peer group average. The trustis
the only ungeared fund in the sector, and its dividend yield is above average, the highestof all
those withouta specificincome mandate.

Exhibit 8: AIC Europe sector peer group as at 4 January 2019*

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

cap£m 1year 3year 5year  10year (ex-par) charge fee gearing yield
European Investment Trust 319.3 (14.9) 22.0 18.4 97.4 (7.9) 0.6 No 100 35
BlackRock Greater Europe 266.4 (7.4) 29.1 42.6 166.6 (2.0) 1.1 No 101 1.8
Fidelity European Values 873.8 4.7) 35.4 52.7 131.3 (7.5) 0.9 No 13 2.1
Henderson European Focus 238.1 (11.6) 20.8 40.7 159.5 4.7) 0.8 No 102 2.8
Henderson EuroTrust 209.7 9.7) 29.2 46.9 161.8 (7.5) 0.8 No 101 3.1
JPMorgan European Growth Pool 186.0 (15.0) 18.5 34.7 137.3 (12.7) 1.0 No 12 2.7
JPMorgan European Income Pool 144.3 (8.3) 30.8 52.4 202.1 (12.0) 1.0 No 110 4.4
Jupiter European Opportunities 787.3 (5.1) 25.1 69.7 428.8 (0.4) 0.9 Yes 105 0.9
Average (8 funds) 378.1 (9.6) 26.4 44.8 185.6 (6.8) 0.9 105 2.7
EUTrank in sector 3 7 6 8 8 6 8 8 2

Source: Morningstar, Edison Investment Research. Note: *Performance data to 3 January 2019 based on ex-par NAV. **Includes
announced dividend. TR = total return. Net gearing is total assets less cash and equivalents as a percentage of net assets (100 =
ungeared).

The board

In November 2018, it was announced that William Eason, who was appointed as a directorof EUT
in 2007, will retire at the 22 January 2019 AGM. Two new independent, non-executive directors —
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Sue Inglis and Andrew Watkins —have been appointed, with effect from 1 January 2019. Inglis held
a position as a senior corporate financierin Cantor Fitzgerald’s investmentcompanies team. She is
chair-electof The Bankers InvestmentTrustand is on the boards of Baillie Gifford US Growth Trust
and BMO Managed Portfolio Trust. Watkins was head of clientrelations, sales and marketing at
Invesco Perpetual’s listed investmentfunds business. He is chairman of Ashoka India Equity
InvestmentTrustand is also on the boards of BMO UK High Income Trustand Chelverton UK
Dividend Trust.

EUT’s chairman is Michael MacPhee, who joined the board in 2016 and assumed his currentrolein
2017.The seniorindependentdirectoris Michael Moule, who became one of EUT’s directors in
2004.The final board memberis DrMichael Woodward, who was appointed in 2013.
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This report has been commissioned by The European Investment Trustand prepared and issued by Edison, in consideration of a fee payable by The European

Inv estment Trust. Edison Investment Research standardfees are £49,500 pa forthe production and broad dissemination of a detailed note (Outlook) falowing by
regular (ty pically quarterly) update notes. Fees are paid upfrontin cash without recourse. Edison may seek additional fees for the provision of roadshows and related IR
services for the clientbut does not get remunerated for any investment banking services. We never take paymentin stock, options or warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly avaiable sources that are believed to be reliable, however
we do not guarantee the accuracy or completeness of this report and have not sought for this information to be independently verified. Opinions contained in this report
represent those of the Edison analystat the time of pubiication. Forward-looking information or statements in this report contain information thatis based on
assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other factors
which may cause the actual results, performance or achievements of their subject matter tobe materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or
expenses incurred or suffered by you arising out or in connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided
by us should notbe construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The
securities described in the report may not be eligble for sale in all jurisdictions or to certain categories of investors.

Investment in securities mentioned: Edison has a restrictive policy relatingto personal dealing and corflicts of interest. Edison Group does not conduct any
investment business and, accordingly, does notitself hold any positions in the securities mentioned in this report. However, the respective directors, officers,
employ ees and contractors of Edison may have a position in any or related secuiities mentioned in this report, subject to Edison's policies on personal dealing and
conflicts of interest.

Copyright: Copyright 2019 Edison Investment Research Limited (Edison). All rights reserved FTSE International Limited (‘FTSE”) © FTSE 2019. “FTSE® is a trade
mark of theLondon Stock Exchange Group companies and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings ves!
in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in the F TSE indices and/or F TSE ratings or underlying data.
No further distribution of FTSE Data is permitted without FTSE’s express written consent.

Edison Investment Research Pty Ltd (Edison AU)is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of

My onlineadvisers Pty Ltdwho holds an Australian Financial Services Licence (Number: 427484). This research is issued in Australiaby Edison AU and any access to
it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice given by Edison AU is general advice only and does
not take into account your personal circumstances, needs or objectives. You should, before actingon this advice, considerthe appropriateness of the advice, having
regard to y our objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read
any relevant Product Disclosure Statement or like instrument.

The research in this document is intended for New Zealand resident professionalfinancial advisers or brokers (for use in their roles as financial advisers or brokers)
and habitual inv estors who are “wholesale clients” for the purpose of the Financia Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA).
This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the topic of this document. For the purpose of the FAA, the
content of this reportis of a general nature, is intended as a source of general information only andis not intended to constitute a recommendation or opinion in relation
to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this documentis not a “personalised service” and, to the
extent thatit contains any financial advice, is intended only as a “class service” provided by Edison withinthe meaning of the FAA (i.e. without taking into accountthe
particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision.

Neither this document and associated email (together, the "Communication") constitutes or fom part of any offer for sale or subscription of, or solicitation of any offer to
buy or subscribe for, any securities, nor shall itor any partof it form the basis of, or be relied on in connection with, any contract or commitment whatsoever. Any
decision to purchase shares in the Company in the proposed placing should be made solely on the basis of the infomationto be contained in the admission document
to be published in connectiontherewith.

This Communication is beingdistributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investmerts, i.e.
inv estment professionals within the meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promation) Order 2005, as amended (the "FPO")
(ii) high net-worth companies, unincorporated associations or otherbodies within the meaning of Article 49 of the FPO and (iii) persons towhom it is othemwise lawful to
distribute it. The investment or investment activity to which this document relates is available only to suchpersons. Itis notintended that this document be distributed or
passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or actupon
the contents of this document (nor will such persons be ableto purchase shares in the placing).

This Communication is being supplied to you solely for yourinformation and may not be reproduced by, further distributed to or publishedin whole or in part by, any
other person.

The Investment Research is a publication distributedin the United States by Edison Investment Research, Inc. Edison Investment Research, Inc. is registered as an
investment adviser with the Securities and Exchange Commission. Edison relies upon the "publishers' exclusion" from the definition of investment adviserunder
Section 202(a) (11) of the Investment Advisers Act of 1940 and comesponding state securities laws. This report is a bona fide publication of general and regular
circulation offeringimpersonal investment+elated advice, not tailored to a specificinvestment portfolio or the needs of current and/or prospective subscribers. As such,
Edison does not offer or provide personal advice and theresearch provided is forinformational purposes only. No mention of a particular securty in this report
constitutes a recommendation to buy, sell or holdthat or any secuiity, or that any particular security, portfolio of securities, transaction or investment strategy is suitable
forany specific person.
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