European markets remain undervalued, says manager of Charter European Trust

Net Asset Value per share up 38.2% compared with benchmark return of 31.2%1
3rd consecutive year of outperformance 

The Charter European Trust, managed by Mark Lovett, today announces excellent results both in absolute and relative terms over the year to 30th November 20091.

The Trust has enjoyed a cumulative total return of 61.9% since the reconstruction of the Trust in April 2002, compared to a return on the benchmark of 25.9%1. Due to the significant revenue reserve, the Charter European Trust has been able to maintain the same basic annual dividend as in 2008 of 4.05p1.

The performance was enhanced by selectively deploying cash into heavily discounted stocks in the first quarter of 2009, whilst remaining true to the flexible stock-picking investment approach. These actions helped maintain a concentrated portfolio of investments. Gearing was used selectively to take advantage of specific opportunities as they arose.

Mark Lovett, manager of Charter European Trust comments: 

“As the credit crisis hit markets, the portfolio performed relatively well, as our defensive stance and focus on high quality, cash generative companies was rewarded.  Investors fled to these types of companies as fear drove investment decisions and portfolio strategy.  Equity markets were one of the few ‘risk’ asset markets that remained open and liquid throughout the crisis and in many areas there was panic selling of any stock with sensitivity to the global economy, with little reference to its underlying valuation.  This prompted us to review very closely a number of the more economically sensitive areas of the market for potential new investment ideas.  

“For the brave long-term investor there were some excellent opportunities to buy high-quality businesses at exceptional valuations.  Turnover within the Company’s investment portfolio rose as we responded to these opportunities with a number of new holdings which benefited from the strong market recovery when it occurred. One such example of a new holding was ASM International, the Dutch-registered manufacturer of semiconductor equipment. ASMI has strong market positions and owns a majority shareholding in the exceptionally fast growing Asian Pacific business.  Other positive contributors to investment performance included DSM, the Dutch speciality chemical company, and Saipem, the Italian oil services company, which both delivered excellent returns. They are just two examples of businesses with strong underlying franchises and high financial returns which suffered during the financial crisis and reached levels which offered substantial value for long-term investors.

“As regards the outlook for 2010, it should be recognised that a sustainable recovery has yet to be achieved.  The biggest obstacle is a lack of credit growth, yet despite the extent of monetary stimulus thrown at the banking system over the past 18 months, actual credit growth has continued to be weak.  Whether or not the banking system will start to grow the supply of credit remains to be seen, but it will be key in determining the outcome for the economy over the next cycle.

“Notwithstanding these obvious risks facing the global economy, equity markets have made strong progress.  Long-term valuation metrics suggest the European markets remain undervalued, implying that now is still an attractive entry-point for long-term investors.  Many of the larger capitalisation, defensive growth companies have not taken part in the rally, despite the fact that they can also be expected to benefit from any economic recovery.  Indeed, we currently see the best value in these defensive growth companies, most of which have high and sustainable free cash flow yields. However, visibility and confidence in the exact shape of this economic cycle is low so we anticipate that volatility will remain an important feature of this market; periods of extreme volatility do inevitably produce stock-specific opportunities over a wide range of sectors which should provide plenty of opportunities for an active stock-picking fund manager.”
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Notes to Editors:

1 - Source: Charter European Trust Report & Accounts

Past performance is not a reliable indicator of future performance. You should not make any assumptions on the future on the basis of performance information.  The value of an investment and the income from it can fall as well as rise as a result of market and currency fluctuations and you may not get back the amount originally invested. The information contained herein including any expression of opinion is for information purposes only and is given on the understanding that it is not a recommendation and anyone who acts on it, or changes their opinion thereon, does so entirely at their own risk. The opinions expressed are based on information which we believe to be accurate and reliable, however, these opinions may change without notice. An investment trust’s shares may trade below (at a discount to) or above (at a premium to) the underlying net asset value.

Awards

· RCM named winner of Active North American Equity at Pensions & Investment Provider awards 2009. RCM US Large Cap Select Growth is managed by Scott Migliori, Co-CIO for US Equities, RCM. 
· RCM named No.1 leading fund management firm for SRI Research by Thomson Reuters Extel 2009. 
· Global CIO of RCM, Andreas Utermann, named CIO of the Year by Funds Europe magazine 2008. 
· Winner of European Investment Trust of the Year by Investment Week magazine, 2008, for the RCM-managed Charter European Trust.

About RCM (all data source: RCM as at 30/09/09)

RCM is a global asset manager operating from six international offices - San Francisco, London, Frankfurt, Hong Kong, Tokyo and Sydney – with assets under management of over $130 billion worldwide.  The firm provides a range of investment management solutions to institutions and individual clients. At RCM we believe that by generating and exploiting an information advantage, we will be able to deliver superior and consistent investment results for the benefit of our clients - a philosophy we call RCM informed. RCM is a company of Allianz Global Investors, a pre-eminent global asset management group committed to helping clients achieve sustainable success. As a company of Allianz Global Investors, RCM offers a distinctive investment philosophy and culture, while benefiting from the scale and substantial resources of our parent; including business support, industry best-practices and financial investment. This enhances our ability to attract and retain talent, and provide superior insight and investment performance.
This press release is intended for journalists in their professional capacity and is not intended to be a financial promotion. Issued in the UK by RCM (UK) Ltd, 155 Bishopsgate, London, EC2M 3AD. Authorised and regulated by the Financial Services Authority.
