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Recommended Investment:
European Assets Trust plc
European Assets Trust plc (“EAT”) is an investment trust, listed on the London Stock Exchange, that aims 
to achieve long-term capital growth through investments in small and medium-sized European companies. 
Such companies are often under-researched. This can lead to market inefficiencies, which the trust seeks 
to exploit and deliver superior long-term investment performance. 

European equity markets are currently attractively priced relative to the world market, despite their 
economies being forecast to rebound strongly. Indeed, European stock market P/E multiples have been 
trading at a substantial discount to the world market for most of the past five years. This longstanding 
‘European discount’ may provide the opportunity for investors to access high-quality, market-leading stocks 
at attractive valuations below those of their global peers.

The investment managers follow a systematic, bottom-up, fundamental analysis approach, which results in 
a relatively concentrated yet diversified portfolio typically of 40–50 holdings with the ten largest holdings 
currently accounting for 29% of assets. The largest sector allocations are Industrials (24%), Technology (19%), 
Consumer Discretionary (18%) and Financials (16%). Supported by BMO Global Asset Management’s well-
resourced small-cap and global equities teams, they produce detailed analysis of each potential investment, 
including valuation targets and sell triggers. More specifically, they seek high-quality smaller companies, 
which have the following characteristics:

i-proven business models
ii-entrepreneurial management teams
iii-high growth rates, margins and returns on capital
iv-superior cash flow generation and strong balance sheets
v-investments fit for the future, with attractive ESG credentials.

An assessment of the strength of a company’s competitive advantages or ‘moats’ is also essential to the 
team’s selection process, as these are what will allow a business to defend or improve its market position 
and deliver growing profits to its shareholders. The managers’ focus is on quality; however, they only 
buy companies that trade at a substantial discount to their intrinsic value. Companies that meet EAT’s 
investment criteria but are not trading at acceptable valuations are placed on a watch list of stocks, awaiting 
a better price entry point. This allows the team to execute quickly when opportunities present themselves.

EAT’s board is committed to a high dividend distribution policy, paying an annual dividend of 6% of NAV as 
at the end of the preceding financial year. This can be funded from both income and distributable reserves 
and the dividend is paid quarterly.

The trust has performed strongly, rising 72% over the last 5 years and 234% over the last 10 years. The 
TER is a reasonable 0.95% with no performance fee. Furthermore, the trust is currently trading at a 4.5% 
discount to NAV, which we feel could narrow as European equities potentially rerate. Add in the fund’s 
enhanced dividend, which currently offers a prospective yield of 5.5%,  and we rate the fund a strong buy.


