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Market commentary
The last three months have been difficult for the European markets as investor
sentiment continues to decline. Trade tensions, softening economic data, falling oil
prices, widening credit spreads, and an array of unfinished political business have
contributed to a rising sense of fear in the financial markets and increasingly volatile
trading sessions. It is easy to be influenced by all the gloomy headlines. What matters
to us however, as fundamental, valuation-based investors, is to assess if the outlook
is as negative as what is being priced in. Even if things are only ‘less bad’, there are
significant opportunities to be had.
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£34.65m

Benchmark/Index
FTSE World Europe (ex UK) Index

We see many reasons to be optimistic that our fund positioning can come good as
the new year progresses. Market sentiment is now extremely depressed – a good
starting point. Macro data may well prove to be more resilient than the now very
bearish consensus believes. Valuations are looking interesting: the forward PE of the
European market is now well below the long-term average, implying a high degree of
scepticism on earnings already being priced in. Indeed, analysis shows that for some
sectors a recession-style hit to earnings is already implied by current share prices. Too
pessimistic, we feel, as the outlook is still positive for economic growth. The political
backdrop – so often an excuse for investors to keep away from Europe – may ease
somewhat as 2019 progresses.
It will then come as no surprise that the shape of the portfolio is little changed. When
markets are as polarised as they currently are, you should build portfolios which
express a firm view based on fundamental analysis. Our approach has long been based
on valuation: we look for mispriced stocks in all sectors of the equity market and we find
that the disparities between stocks, sector and styles are particularly wide at present.
Indeed, the most attractive valuations are currently to be found at the value end of the
spectrum. ‘Value’ doesn’t mean ‘bad companies’; we can find many quality businesses
to invest in a wide range of sectors. Overall, we remain optimistic about our positioning.
Investment objective
The pension fund invests in the Invesco European Equity Fund (UK), a collective
investment scheme managed by Invesco Fund Managers Limited. The fund aims to
achieve capital growth by investing primarily in shares in companies in Continental
Europe, although it may include other European-related investments.

Annualised performance							
% growth
								
										
3 years
Fund									
7.70
Benchmark/Index									
8.40

Standardised rolling 12-month performance						

5 years
6.31
6.09

% growth

						
31.12.13 31.12.14 31.12.15 31.12.16 31.12.17
						 31.12.14 31.12.15 31.12.16 31.12.17 31.12.18
Fund						 1.01
7.60
25.38
11.80
-10.89
Benchmark/Index						 0.16
5.35
19.69
17.53
-9.45
	Past performance is not a guide to future returns.
The standardised past performance information is updated on a quarterly basis. Source: Invesco. Should you require up-to-date past
performance information this is available by contacting our Pension Support Team on 0800 169 6282.
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Top 10 holdings
Novartis
Orange
Total
Siemens
Roche
Carrefour
AP Moller - Maersk
Telefonica
Sanofi
DTIF
Total Top 10 holdings (%)
No of Holdings:

%
4.43
3.87
3.86
3.64
3.52
3.46
3.43
3.38
3.31
3.23
36.14
46

Sector breakdown
Financials
Oil & Gas
Industrials
Telecommunications
Health Care
Consumer Services
Consumer Goods
Basic Materials
Utilities
Cash
Total

%
26.27
16.18
14.76
13.03
11.27
9.24
4.77
2.46
1.79
0.24
100

Country of investment breakdown
France
Germany
Spain
Switzerland
Italy
Denmark
Ireland
Portugal
Finland
Austria
Netherlands
Belgium
Norway
Cash
Total

%

31.86
12.74
11.26
10.15
8.12
5.57
3.85
3.47
3.15
3.12
2.44
2.10
1.92
0.24
100

This pension fund is invested in the Invesco European
Equity Fund (UK) ICVC (fund size £2,049.60m).
Performance and portfolio data as at
31 December 2018. Performance figures are
total returns, denominated in sterling, net of
fees. They are calculated on a single swinging
price (no bid-offer spread) basis, net of the
annual management charge payable in respect of
the retail share class of 1.3% (source: Invesco).

General Risk Factors
You should consider the following general risk factors before investing in the Plan.
Depositary Risk
The assets owned by each fund are held on trust
for the fund by a custodian that is also regulated
by the Financial Conduct Authority. The
Financial Conduct Authority requires that the
depositary ensures that there is legal separation
of non-cash assets held under custody and that
records are maintained that clearly identify the
nature and amount of all assets under custody,
the ownership of each asset and where the
documents of title to that asset are located. In
case of a potential bankruptcy of the depositary,
cash positions in the fund are not protected and
there may be a delay in regaining full control of
the non-cash assets.

Investing in Assets Traded on
Non-Eligible Markets
The funds are permitted to invest up to 10% of
assets traded on markets which may not meet
the criteria in the FCA Rules to be considered
eligible and therefore may not be regulated.
Investors should be aware that these markets
may not be regulated and there may be
problems with liquidity, repatriation of assets
or custody of assets. Where appropriate, the
funds may also hold assets which are not
traded on any market and the same risks apply,
with additional risks linked to concentrated
ownership and greater fluctuations in the value
of the fund.

Market Risk
An investment in one or more of the funds
will involve exposure to those risks normally
associated with investment in stocks and shares
such as general economic conditions, market
events and the performance of the underlying
investments. As such, the price of shares and
the income from them can go down as well
as up and an investor may not get back the
full amount invested. There is no assurance
that the investment objectives of any fund will
actually be achieved.

Counterparty Risk
The funds may enter into derivatives
transactions or place cash in bank deposit
accounts, which would expose the funds to the
credit of its counterparties and their ability to
satisfy the terms of such contracts. In the event
of a bankruptcy or insolvency of a counterparty,
the funds could experience delays in liquidating
positions and significant losses, including
declines in the value of investments during
the period in which a fund seeks to enforce
its rights, inability to realise any gains on its
investments during such period and fees and
expenses incurred in enforcing its rights.

Market Suspension Risk
A fund may invest in securities dealt on a
market or exchange. Trading on a market or
exchange may be halted or suspended due to
market conditions, technical problems or other
events and, during such circumstances, the
fund will not be able to sell the securities traded
on that market until trading resumes.
Further, trading of the securities of a specific
issuer may be suspended by a market due to
circumstances relating to the issuer. If trading
of a particular security is halted or suspended,
the relevant fund will not be able to sell that
security until trading resumes.
Fund Suspension Risk
Investors should be aware that dealing in
the shares can be suspended in fund(s) in
exceptional circumstances. More information on
this can be found in the Terms and Conditions.
Market Liquidity Risk
A fund may be affected by a decrease in market
liquidity for the securities in which it invests
which may mean that shares in those securities
may not be sold at their true value.
Termination Risk
A fund may be terminated under certain
conditions and in the manner specified in the
Terms and Conditions. It is possible that at the
time of such termination, certain investments may
be worth less than their acquisition cost, resulting
in investors having to realise an investment loss
and/or being unable to recover an amount equal
to their original capital invested.
Currency Exchange Risk
A fund’s assets may be invested in securities
denominated in currencies other than Pound
Sterling. Changes in exchange rates may adversely
affect the value of any investment, which will have
a related effect on the price of shares.

Use of Warrants
The funds may invest in warrants. Warrants
are instruments where the price, performance
and liquidity are linked to that of an underlying
security. However, the warrants market is
generally more volatile and there may be more
fluctuations in the price of the warrant than in
the underlying security.
Use of Financial Derivative Instruments for
Efficient Portfolio Management
All funds may make use of derivatives for
efficient portfolio management (“EPM”). These
techniques aim to reduce risk and/or costs
in the funds, or produce additional capital or
income in the funds. It is not intended that using
derivatives for EPM will increase the volatility
of the funds. In adverse situations, however, a
fund’s use of derivatives for EPM may become
ineffective and a fund may suffer significant
loss as a result. A fund’s ability to use EPM
strategies may be limited by market conditions,
regulatory limits and tax considerations. It is
not intended that the use of derivatives for EPM
within a fund will materially alter the overall risk
profile of the fund.
Any income or capital generated by EPM
techniques will be paid to the relevant fund.
In addition to using derivatives for EPM, a fund
may also use derivatives for investment purposes
where stated in its investment objective.
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Investment risks
The value of investments and any income will fluctuate (this may partly be the result of exchange
rate fluctuations) and investors may not get back the full amount invested.
Where FTSE sector breakdown categories are provided, the Industry Classification Benchmark is a
joint product of FTSE International Limited and Dow Jones & Company, Inc. and has been licensed
for use.
Portfolio information for this pension fund is taken from the underlying fund.
Investing in Equity Securities
Investing in equity securities involves risks
associated with the unpredictable drops in
a stock’s value or periods of below-average
performance in a given stock or in the stock
market as a whole. Share prices on equity
markets may fluctuate. Such fluctuations, or
volatility, have historically been much greater
for equity markets than the volatility of fixed
income markets.
Partial Investment in Emerging Markets
Funds that invest mainly in established markets,
may also invest in emerging and developing
markets, where difficulties in dealing,
settlement, and custody problems could arise.

Investing in collective investment schemes
and/or unit-linked funds
Where a fund invests across a range of funds
with a view to diversifying risk and potential
returns, each of these underlying funds may
have specific risks. Examples include: emerging
market funds, smaller company funds and
concentrated funds.

Important information
Where individuals or the business have
expressed opinions, they are based on current
market conditions, they may differ from those
of other investment professionals and are
subject to change without notice.
For more information on this fund, please refer to
the most up-to-date Invesco Trustee Investment
Plan Brochure and Key Features Document, and
to the fund’s Key Information Document. These
documents are available on the Invesco Pensions
Website: www.invesco.co.uk/pensions
Administration services provided by JLT Benefit
Solutions Limited for and on behalf of
Invesco Pensions Limited.
Telephone calls may be recorded.
Contact information
Pensions team
Telephone 0800 420 042
Textphone 01344 464 499
Email pensions@invesco.com
www.invesco.co.uk/pensions
Invesco is a business name of Invesco
Pensions Limited
Authorised by the Prudential Regulation Authority
and regulated by the Financial Conduct Authority
and the Prudential Regulation Authority
Head Office and Registered Address
Perpetual Park, Perpetual Park Drive,
Henley-on-Thames, Oxfordshire RG9 1HH, UK
Registered in England and Wales No. 3507379
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