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BlackRock Greater Europe Investment Trust

Sticking to successful long-term strategy

BlackRock Greater Europe Investment Trust’s (BRGE) manager Stefan
Gries (developed markets, ¢ 95% of the fund) is continuing with his
successful long-term approach of being ‘an investor in businesses rather a
trader in shares’. He believes that stock market volatility will persist as the
extended period of low interest rates has come to an end, with central
banks tightening monetary policy in response to higher inflation. The
manager is confident about the earnings prospects for the fund’s investee
companies, which he suggests are underestimated by the market. While
BRGE’s performance in 2022 has been negatively affected by the focus on
macroeconomic events rather than company fundamentals, the trust has a
commendable medium- and longer-term record. Its NAV total return ranks
first in the AIC Europe sector over the last five and 10 years, and second
over the last three years.

NAV versus the broad European market (last five years to end-Nov 2022)
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Source: Refinitiv, Edison Investment Research

The analyst’s view

BRGE offers investors a high-conviction diversified exposure to European equities.
Despite a tricky 2022, the trust has meaningfully outperformed its reference index
over the last three, five and 10 years. BRGE's portfolio includes some businesses
that are benefiting from powerful structural growth trends such as the move to
renewable energy, the shift to electric vehicles and advances in healthcare and life
sciences. Despite a slowing European economy, corporate balance sheets are in
better shape compared with previous downturns, following a decade of
deleveraging. A higher-than-average savings rate provides a partial cushion as
household incomes are squeezed.

Discount wider than historical averages

In Q122, BRGE moved from trading at a premium to a discount. This is not
unsurprising as in general, investment trust valuations have declined this year
during a period of above-average investor risk aversion. Given its medium- and
longer-term outperformance, over time BRGE could return to a premium valuation.
Its 5.2% share price discount to cum-income NAV is wider than the 2.0% to 3.5%
range of average discounts over the last one, three, five and 10 years.
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NAV* 501.3p
Discount to NAV 5.2%
*Including income. At 9 December 2022.

Yield 1.4%
Ordinary shares in issue 101.0m
Code/ISIN BRGE/GB00B01RDH75
Primary exchange LSE
AIC sector Europe
Financial year end 31 August
52-week high/low 704.0p 408.5p
NAV* high/low 685.4p 437.3p

*Including income

Net gearing* 0.0%
*At 31 October 2022.

Fund objective

BlackRock Greater Europe Investment Trust's
objective is to achieve capital growth, primarily
through investment in a focused portfolio of large-,
mid- and small-cap European companies, together
with some investments in the developing markets of
Europe. It aims to achieve a net asset value total
return in excess of a broad index of European ex-
UK equities (in sterling terms).

Bull points

Proven longer-term track record, with NAV total
returns ranked first in the AIC Europe sector
over five and 10 years.

Portfolio has well diversified revenue streams
from different geographies and sectors.

Very well-resourced team, backed up by strong
risk-management oversight.

Bear points

Performance over the last year has been
disappointing.

Relatively concentrated portfolio.
Modest dividend yield.
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The fund managers: Stefan Gries and Sam Vecht

The manager’s view: Relatively upbeat on economic outlook

Gries says that 2022 has been a challenging year in many respects. His philosophy is to run a high-
conviction portfolio investing for the long term; the expectation is that the fund will deliver medium-
to long-term outperformance with shorter periods of underperformance. Gries anticipated that
inflation would normalise in 2022, but it has been rising and is proving persistent, which has caused
central banks to hike interest rates; they are willing to risk recession in order to bring inflation under
control.

At the beginning of this year there was a rotation in market leadership from growth to value stocks
in anticipation of higher interest rates. Current levels of inflation have not been seen in Europe
since the 1970s and stock markets have derated; inflation is being exacerbated by the war in
Ukraine, which is adding to commodity price pressures, and supply chain issues. As a result, there
has been a flight to quality within the market leading to a dislocation of returns. There are 19
subsectors in the European Stoxx 600 Index and in 2022 to the end of October, there was only one
in positive territory (Energy +20%) with the remaining subsectors having declined by at least 8%.

The manager says that the stock market is attractively valued, and investor sentiment is depressed.
He notes that market rotations are normally short and sharp and emphasises that earnings, cash
flow and company fundamentals drive share prices over the long term. Gries believes that multiple
compression is largely complete and company valuations are already pricing in higher interest
rates. He suggests that there could be a negative surprise if the European Central Bank overshoots
in term of interest rate hikes, but this is not the consensus view. The manager says that investors
are focusing on inflation, when interest rates may peak and the potential depth of an economic
slowdown. However, he highlights that corporate and consumer balance sheets are in better shape
now than they were heading into the last recession and there has been a decade of deleveraging,
so debt levels look manageable and interest coverage is considerably higher now than at the time
of the global financial crisis in 2008. Gries says that capex is being spent on transformational
projects such as better energy efficiency or advancing the digital age, while a labour shortage is
supportive for jobs and wages and savings levels are healthy.

Commenting on the Q322 corporate earnings season, the manager says there is a big difference
between the demand from high- and low-end consumers, with a lack of a slowdown at the high end
and weakness at the low end. As examples, recently, Ferrari upgraded its earnings guidance and
LVMH Moét Hennessy Louis Vuitton has been trading strongly.

Gries comments that the US labour market has not started to deteriorate so he does not anticipate
a pivot in the Federal Reserve’s monetary policy, although he says that the situation in Europe is
more nuanced as the labour market has not been as tight as in the United States. The manager
reports that the message from companies is that wage gains are manageable. He notes that
consumer goods demand in general is declining, port congestion is easing, freight rates are coming
down indicating lower volumes and semiconductor prices are moderating. Hence, Gries believes
that these factors should filter through to lower inflation. He comments that gas futures prices are
declining, energy storage is full and demand in Europe is lower. There is an urgency to lower the
dependence on energy imports and to increase energy efficiency, which will require long-term
spending on projects.

The manager highlights that BRGE’s opportunity set is more than 2k companies and its portfolio is
made up of what he and his team consider to be the 35-45 most compelling ideas. He says that
Europe is home to some companies that are global leaders in their fields and investors do not need
to be positive on the outlook for the European economy to invest in the region; stocks can do well
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regardless of the domestic economy. Gries comments that important considerations when
considering potential investments are a company’s corporate culture, its cash flow generation and
what opportunities there are to deploy that cash flow into projects that generate a high return on
capital. He suggests that the last two years have provided the ultimate test for any management
team as they have had to deal with so many issues. During this time, it has been important for
companies to be able to cut costs and raise prices.

Current portfolio positioning

At end-October 2022, BRGE’s top 10 holdings, in a diversified range of businesses, made up
52.5% of the fund, which was a higher concentration compared with 44.6% a year before. There is
a notable increase in the size of the largest three holdings, which collectively made up 22.2% of the
fund at end-October 2022 compared with just 13.5% at end-October 2021.

Exhibit 1: Top 10 holdings (at 31 October 2022)
Portfolio weight %

Company Country Sector

31 Oct 2022 31 Oct 2021*
Novo Nordisk Denmark Pharmaceuticals & biotechnology 8.8 438
LVMH Moét Hennessy Louis Vuitton ~ France Luxury goods 71 47
RELX UK Media 6.3 4.0
ASML Netherlands ~ Technology hardware & equipment 6.2 74
Lonza Group Switzerland Pharmaceuticals & biotechnology 5.7 55
DSV Panalpina Denmark Industrial transportation 44 41
Sika Switzerland Construction & materials 3.7 47
Hermés International France Luxury goods 3.7 N/A
Safran France Aerospace & defence 34 N/A
IMCD Netherlands ~ Speciality chemicals 3.2 3.1
Top 10 (% of portfolio) 52.5 44.6

Source: BRGE, Edison Investment Research. Note: *N/A where not in end-October 2021 top 10.

Over the 12 months to end-September 2022, the largest changes in BRGE'’s sector exposure were
lower weightings in technology (-9.4pp) and energy (-3.8pp), and higher allocations to the
healthcare (+4.7pp), consumer discretionary (+4.3pp) and financials (+4.1pp) sectors. There were
no significant changes to the structure of the fund, which remains overweight consumer
discretionary, technology, industrials and healthcare stocks. Four sectors are not represented in the
portfolio, energy, real estate, telecommunications and utilities, which together make up 13.8% of the
reference index. The lack of energy exposure follows the sale of specialist refiner Neste Oil due to
increased competition.

Exhibit 2: Portfolio sector exposure versus reference index (% unless stated)

Portfolio end-  Portfolio end- Change Index  Active weight Trust weight/
Sept 2022 Sept 2021 (pp) weight  vsindex (pp) index weight (x)
Industrials 215 22.0 (0.5) 16.7 48 13
Healthcare 212 16.4 47 17.2 40 1.2
Cons Discretionary 203 15.9 43 12.5 7.7 1.6
Technology 145 239 (9.4) 8.2 6.3 1.8
Financials 13.0 8.9 41 16.3 (3.3) 0.8
Consumer staples 6.4 5.0 14 104 (4.0 0.6
Basic materials 32 41 (0.8) 48 (1.6) 0.7
Energy 0.0 38 (3.8) 47 4.7) 0.0
Real estate 0.0 0.0 0.0 1.2 (1.2) 0.0
Telecommunications 0.0 0.0 0.0 3.6 (3.6) 0.0
Utilities 0.0 0.0 0.0 43 (4.3) 0.0
Total 100.0 100.0

Source: BRGE, Edison Investment Research. Note: Rebased for net current assets/liabilities.

The largest changes in BRGE’s geographic exposure over the 12 months to end-September 2022
were higher weightings to Belgium and France (both +2.8pp) and a lower allocation to ‘other
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countries’ (-6.3pp), the largest component of which was the write down to zero of the fund’s
Russian holdings in Q122, which made up 4.2% of the fund at end-September 2021.

Exhibit 3: Portfolio geographic exposure versus reference index (% unless stated)

Portfolio end-  Portfolio end- Change Index Active weight Trust weight/
Sept 2022 Sept 2021 (pp) weight  vs index (pp) index weight (x)
Denmark 19.3 16.7 25 53 13.9 3.6
Switzerland 179 218 (3.9 21.6 (3.6) 0.8
Netherlands 15.5 17.7 (2.2) 8.8 6.7 1.8
France 15.2 124 28 222 (7.0 0.7
UK 74 5.7 1.7 0.0 74 N/A
Italy 7.2 46 26 49 2.3 15
Sweden 6.7 7.3 (0.6) 6.6 0.0 1.0
Belgium 2.8 0.0 28 2.1 0.8 14
Spain 24 20 0.4 49 (2.5) 0.5
Other 5.6 1.9 (6.3) 23.6 (18.0) 0.2
Total 100.0 100.0 100.0

Source: BRGE, Edison Investment Research. Note: Rebased for net current assets/liabilities.

Within the portfolio Gries has reduced some of BRGE's cyclical exposure, but, as highlighted
above, the fund’s composition is little changed given his long-term investment approach. Activity is
relatively muted with annualised portfolio turnover running at 12.5%. The manager highlights a
series of themes represented within the fund: pricing power — including ASML, Ferrari and Hermes;
medtech — including Lonza and Straumann; a defensive element — including Novo Nordisk and
RELX; and structural growth opportunities — including ASML, Hexagon and Sika.

Gries is now more optimistic on the outlook for European banks having had a long-term cautious
view. Over the last decade banks have strengthened their balance sheets, their credit quality is
satisfactory and they made provisions during the COVID-19 pandemic that were not required. Also,
net interest margins are expanding in a rising interest rate environment as loans reprice faster than
deposits. Gries believes that there is potential for positive estimate revisions at European banks.

Performance: Moving on from a tough FY22

In FY22 (ending 31 August), BRGE’s NAV and share price total returns of -29.2% and -33.4%,
respectively, lagged the reference index’s -11.5% total return. There were three main drivers of the
trust’s underperformance:

BRGE'’s Russian exposure made up 6.1% of the fund at 31 January 2022. These
securities were written down to zero following Russia’s invasion of Ukraine.

Companies with long-duration income and positive fundamentals whose share prices were
punished in a rising interest rate environment, such as Lonza (contract manufacturer for the
pharmaceutical, biotechnology and nutrition sectors) and Adyen (online payment platform).

Holdings where the assessment of business conditions was incorrect, such as
Netcompany. This IT services company made an acquisition that is likely to increase its business
complexity and prove difficult to integrate; also, the firm’s operating environment deteriorated.

Positive contributors to BRGE’s performance in FY22 included Novo Nordisk (pharmaceuticals) and
Hermes and LVMH (both high-end consumer goods).

Exhibit 4: Five-year discrete performance data

12 months ending Share price NAV  MSCI Europe ex- CBOE UK All MSCI World

(%) (%) UK (%) Companies (%) (%)
30/11/18 (1.9) 20 (9.8) (1.8) 6.8
3011119 236 225 15.7 1.3 136
30/11/20 217 24.3 10.6 (11.2) 115
30/11/21 411 35.1 144 171 234
30/11/22 (30.0) (24.5) (12.1) 79 (0.5)

Source: Refinitiv. Note: All % on a total return basis in pounds sterling.
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Exhibit 5: Investment trust performance to 30 November 2022

Price, NAV and index total return performance, one-year rebased Price, NAV and index total return performance (%)
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Source: Refinitiv, Edison Investment Research. Note: Three-, five- and 10-year performance figures annualised.

While BRGE has outperformed its reference index over the last three, five and 10 years, the last 12
months have proved more challenging. As shown below in Exhibit 6 there has been an
improvement over the last six months. Gries is unhappy with the trust’s performance so far in 2022,
but he and his team remain very focused on seeking longer-term opportunities. The manager
believes that the earnings power of BRGE’s portfolio companies is underestimated by the market.

Exhibit 6: Share price and NAV total return performance, relative to indices (%)

One month Three months Six months Oneyear  Three years Five years 10 years
Price relative to MSCI Europe ex-UK (2.2) (3.0) 8.1 (20.3) 134 317 62.5
NAV relative to MSCI Europe ex-UK (2.7 (2.4) 5.6 (14.1) 14.0 36.6 61.1
Price relative to CBOE UK All Companies 1.7 19 38 (35.2) 123 245 55.9
NAV relative to CBOE UK All Companies 1.2 25 14 (30.1) 13.0 29.1 54.6
Price relative to MSCI World 55 46 0.6 (29.7) (8.0 (8.1) (14.4)
NAV relative to MSCI World 49 53 (1.7) (24.2) (7.5) 4.7 (15.2)

Source: Refinitiv, Edison Investment Research. Note: Data to end-November 2022. Geometric calculation.
Peer group comparison

Exhibit 7: AIC Europe peer group at 12 December 2022*

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

cap (Em) 1 year 3 year 5year  10year (cum-fair) charge fee  gearing yield
BlackRock Greater Europe 479.8 (25.9) 2741 54.8 1941 (5.1) 1.0 No 100 14
Baillie Gifford European Growth 314.2 (37.4) 9.1 24 88.1 (14.2) 0.7 No 114 0.8
European Opportunities Trust 736.4 (11.4) 26 176 155.9 (13.2) 1.0 No 108 0.3
Fidelity European Trust 1,305.9 (3.6) 338 53.3 181.0 (5.4) 0.8 No 112 21
Henderson European Focus Trust 306.4 (7.6) 224 33.2 176.8 (12.5) 0.8 No 107 3.0
Henderson EuroTrust 260.6 (12.2) 18.1 314 180.4 (13.5) 0.8 No 102 31
JPMorgan European Growth & Inc 366.6 (5.3) 26.0 26.6 160.0 (12.6) 1.3 No 105 3.6
Simple average 538.6 (14.8) 19.9 31.3 162.3 (10.9) 0.9 107 2.0
BRGE rank in sector (7 funds) 3 6 2 1 1 1 5 7 5

Source: Morningstar, Edison Investment Research. Note: *Performance to 12 December 2022 based on ex-par NAV. TR: total return.
Net gearing is total assets less cash and equivalents as a percentage of net assets.
BRGE'’s performance over the last year has been disappointing, with its NAV total return ranking
sixth out of seven funds in the ASC Europe sector over the last 12 months. However, its longer-term
performance remains very commendable. Over the last three years, the trust’'s NAV total return
ranks second (+7.2pp above average) and it ranks first over the last five and 10 years (+23.5pp and
+31.8pp higher than average respectively).

BRGE has the highest valuation in the peer group, it is the only fund that is ungeared and
unsurprisingly, given its focus on capital growth rather than income, the trust’s dividend yield is
below average. Currently, BRGE has the third-highest ongoing charge in the sector. However, its
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board considers that the trust’s investment management fees are high relative to the market and
discussions with BlackRock are ongoing.
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This report has been commissioned by BlackRock Greater Europe Investment Trust and prepared and issued by Edison, in consideration of a fee payable by BlackRock Greater Europe Investment Trust. Edison
Investment Research standard fees are £60,000 pa for the production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without
recourse. Edison may seek additional fees for the provision of roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in 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 available 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 research department of Edison at the time of publication. Forward-looking information
or statements in this report contain information that is 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 to be 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 not be 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 eligible for sale in all jurisdictions or to certain categories of
investors.

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

Copyright: Copyright 2022 Edison Investment Research Limited (Edison).

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Re presentative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by 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 acting on this advice, consider the appropriateness of the advice, having
regard to your 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 professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial 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 report is of a general nature, is intended as a source of general information only and is 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 document is not a “personalised service” and, to the extent that it contains any financial advice, is
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making
an investment decision.

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A
marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investme nt research and is not subject to any
prohibition on dealing ahead of the dissemination of investment research.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPQ") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended 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 act upon the contents of this document.

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

Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide
publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison does not
offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that
any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.
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