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investment could be lost.

markets or sectors.

1. The investment decision is yours. You should not invest in the investment product unless the licensed investment advisor who introduces it to you has
advised you that it is suitable for you and has explained why, including how buying it would be consistent with your investm ent objectives.
2. Investment in a Fund may involve a high degree of risk and may not be suitable for all investors. Past performance is not indicative of future results.

The value of a Fund can be volatile and could go down substantially within a short period of time. It is possible that the entire amount of your

3. Funds which invest in emerging markets, specific markets or sectors should be regarded as higher risk than funds following a more diversified policy.
Please pay attention to the “Special Risk Considerations” section in the Prospectus for risks associated with investing in emerging markets, specific

A-Share Cumulative Performance in USD Investment ective

YTD 6 Months 1 Year 3 Years 5Years Since Launch
% % % % % %
Fund 15.8 29.4 6.0 45.7 35.8 600.6
MSCI Europe (net) 15.2 28.2 12.0 49.6 25.4 620.5

A-Share Calendar Year Performance in USD

2022 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012 2011 2010 2009
% % % % % % % % % % % % % %
Fund -29.1 19.2 315 297 -185 +21.4 -85 -0.4 -9.7 +26.9 +22.7 -13.2 +5.4 +42.6
MSCI Europe (net) -15.1  16.3 5.4 238 -149 +255 -0.4 -2.8 -6.2 4252 +19.1 -11.1 439 +35.8
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Fund Data Composition of Fun
Manager Nigel Bolton ~ Country
Inception 30.11.93  United States 3.84% *‘ ’7 Belgium 1.95%
Currency Us$ Denmark 12.71%
Total Fund Size (m) US $1,412.3  United Kingdom 12.21% —,
Annual Management Fee 1.50%  switzerland 8.33% —,
- —— France 26.48%
Initial Charge 5%  Sweden 5.75% —

rgest Holdings (%)

LVMH MOET HENNESSY LOUIS VUITTON SE 7.5
NOVO NORDISK A/S 6.3
ASML HOLDING NV 4.5
LONZA GROUP AG 4.4
LINDE PLC 3.8
RELX PLC 3.6
STMICROELECTRONICS NV 3.5
ASTRAZENECA PLC 3.4
DSV A/S 2.9
MTU AERO ENGINES AG 2.9
Total 42.8

Spain 2.44%

Germany 4.03%
Ireland3.51%

I 3
Cash and Derivatives 0.41% \— Netherlands 14.41%

Italy 3.93%

Sector

Cash and Derivatives 0.41 % Consumer Discretionary
Communication 2.17% ———— ’7 15.22%

Materials 6.64% T g |

Consumer Staples

‘7 7.26%

—Financials 15.24%

Information ————
Technology 12.88%

Industrials 21.89% J

——— Health Care 18.31%

The European Fund seeks to maximise total return. The Fund
invests at least 70% of its total assets in the equity securities
of companies domiciled in, or exercising the predominant part
of their economic activity in, Europe.

Fund Manager’s Repo

Performance Overview

After strong active returns through Q1°23, the Fund gave back some performance in April,
returning -0.8% (EUR, primary share class, net of fees] compared to the MSCI Europe Index
return of +2.5% (EUR]

We've seen investor positioning turn decidedly more defensive with higher cash balances,
hedge fund de-grossing, and equity market leadership in April coming from areas typically
thought of as more stable. The market seems to have bought into the narrative that a
recession is coming and credit is slowing. We may see some element of tightening, though,
we have yet to see anything of major concern in credit indicators we are watching closely.

« The Q173 earnings season is underway. While still early in the reporting period, results
thus far have been more mixed. As some end-markets slow more than others, we could
see a period where growth in companies once again becomes valued at a premium
We continue to position the portfolio towards those companies we expect to realize this
premium and see the real test coming after the summer period when we are updated as to
whether company operations remain supported

Sectors

¢ The Fund’s underperformance was driven by both sector allocation - primarily overweight
positioning to Technology - and stock specifics within Technology, Healthcare, and
Industrials

Stocks

« Positions in semiconductor businesses - STMicro, ASMI, and ASML detracted after strong
gains in recent months.
« ASMLUs share price was hit before releasing Q1 earnings as news headlines suggested key
customers - TSMC, Intel, and Samsung - were planning to cut back on EUV orders. When
ASML released first quarter results, sales and margins beat consensus estimates though
their new orders figure disappointed coming in -40% quarter-on-quarter and -46% year-
on-year. The 2023 sales guide for 25% growth was maintained with their CFO saying that
while some customers are delaying orders, others are picking up the available capacity.
With the order backlog sitting at almost 2-years, its not unreasonable to expect a slowdown
for the next few quarters before seeing a pickup from early 2024
STMicro released Q123 earnings including beats vs consensus estimates on sales and
margins, and a slight raise to full year sales guidance. However, shares fell sharply on
gross margin guidance implying a drop off from 49% in H1'23 to 46%-47% in H2'23. The
lower margin expectation comes from product mix change, inventory destocking, and a
ramp up on costs for their 300mm fab in partnership with Tower Semiconductor. With the
majority of these being temporary factors, there’s good reason to believe 2024 margins
settle above H2'23. When looking back at this downcycle, we think a 300bps gross margin
correction will be viewed as a well-run business
Sartorius Stedim also detracted after Q1'23 results were weaker than expected. The
company had already been guiding for a weaker H1'23 vs H2'23, but the Q1 result shows a
larger step up will be needed to hit the full year guidance they've maintained. Q123 sales
were down -13% and missed consensus by the same amount. Orders were down -32% as
customers continue to rundown inventories built up during the pandemic. The company
expects orders to normalize by mid-year with full year sales growing low single digit
percent and EBITDA margin around flat to prior year. Though, following the Q1 results, we
see this guidance at risk of being cut
JD Sports saw some profit taking after a strong run. Although not visible for data in JD
Sports, credit card data from most of the major providers showed slightly weaker spending
from the US consumer which will have caused some pressure on shares
Shares in BE Semi stood out amongst industry peers with gains in April which contributed
positively to relative portfolio returns. The company’s Q1°23 results showed consensus
beats on all metrics except for orders where in our view estimates were too high given the
company had flagged order pull-ins for smartphones and strong hybrid bonding orders
benefiting Q4'22. We expect 2023 to be the trough in orders and sales, with the second
half of the year showing more recovery driven by China orders and the hybrid bonding
opportunity ramping up into outer years.
LVMH was another positive contributor as shares continued to climb following their Q1'23
results released in the prior month. Although shares have moved significantly, we still see
consensus sitting in the mid-range of the company’s guidance, giving shares room to run
further as we expect the company to show they can hit the top-end of their guide
The portfolio’s position in Atlas Copco also benefited relative returns. Shares reacted
positively to their Q1'23 update that showed orders 25% ahead and organic sales 4% ahead
of consensus. Underlying EBIT also beat consensus estimates with healthy results across
divisions. Some of the ordering is called out as exceptional demand but management
expect underlying to remain at current levels

Changes

After strong gains of late, we took some profits in consumer exposures including LYMH, JD
Sports, and L Oreal

« We topped up STMicro as shares fell to 10x 2024 PE on our estimates. History has shown

the right time to buy semis is during the destock cycle, and at this valuation, STMicro

shares look very attractive considering their mid and long-term targets.

We topped up several industrials - Kingspan, Saint Gobain, DSV - where Q123 results have

been reassuring

Positioning
e At the end of the month, our bottom-up convictions resulted in the fund's largest

overweight positioning to Information Technology, Industrials, and Consumer Discretionary.
The biggest underweight positioning was in Energy, Consumer Staples, and Utilities.

The Fund investment objective was changed on 20 June 2008

Effective 28 April 2008, Merrill Lynch International Investment Funds (MLIIF) changed its name to BlackRock Global Funds (BGF). Prior to such date the Fund was known as MLIIF European Fund.
BlackRock European Fund is the abbreviated name of BlackRock Global Funds - European Fund.
Effective 1 July 2002, Mercury Selected Trust (MST) changed its name to Merrill Lynch International Investment Funds (MLIIF). Prior to such date the Fund was known as MST European Fund.

Sources: BlackRock Investment Management (UK] Limited and Datastream. Performance is shown as at 30 April 2023 in US$ on a NAV to NAV price basis with income reinvested. Fund performance figures are calculated

net of fees. The above Fund data is for information only.

Investment involves risk. Past performance is not necessarily a guide to future performance. The value of investments and the income from them can fluctuate and is not guaranteed. The investment returns are
denominated in Euro. US/HK dollar-based investors are therefore exposed to fluctuations in the US/HK dollar/Euro exchange rate. Investors may not get back the amount they invest. Individual stock price/figure does not
represent the return of the Fund. For Hong Kong investors, please refer to the BGF Prospectus for details, including risk factors. Issued in Hong Kong by BlackRock (Hong Kong) Limited.

This advertisement (or sales material] has not been reviewed by the Securities and Futures Commission of Hong Kong.
In Singapore, this information is issued by BlackRock Investment Management (Singapore] Limited. For the purposes of distribution in Singapore, this document forms part of the prospectus for BGF (which is an
information memorandum as defined in the Securities and Futures Act). In Singapore, the fund referred to in this document may be offered to institutional investors under section 304 and accredited investors under section

305 of the Securities and Futures Act only.

BlackRock (Hong Kong) Limited
Address: 16/F Cheung Kong Center, 2 Queen’s Road Central, Hong Kong.

Tel: +852 3903 2800  Fax: +852 3903 2900

Website: http://www.blackrock.com.hk
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