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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 17.2 5.4 26.5 15.5 42.1 608.9
MSCI Europe (net) 12.4 4.1 22.5 241 26.9 603.4

A-Share Calendar Year Performance in USD

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

The Fund returned -2.8%
of -2.4% [EUR)

The tail end of the 02'23 earnings season brought few surprises, following similar themes to the
bulk of company reporting in July. The primary driver of market weakness in August seemed to come
from macro read outs where prior period indicators around US employment, manufacturing, and
were revised down. The tone in Europe was similar with macro readings around PMIs and inflation

(EUR, primary share class, net of fees) trailing the MSCI Europe Index return

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) 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 omposition of Fun
Manager Nigel Bolton ~ Country
Inception 30.11.93  United States 3.96% Belgium 1.37%
Currency Us$ Denmark 16.29%
Total Fund Size (m) US $1,451.0  United Kingdom 9.51%
Annual Management Fee 1.50%  switzerland 9.57%
Initial Charge 59,  Sweden 2.96% ——— —— France 25.15%

rgest Holdings (%)

NOVO NORDISK A/S 8.4
LVMH MOET HENNESSY LOUIS VUITTON SE 6.5
ASML HOLDING NV 4.8
LINDE PLC 4.0
STMICROELECTRONICS NV 3.9
LONZA GROUP AG 3.8
DSV A/S 3.5
RELX PLC 3.4
SCHNEIDER ELECTRIC SE 3.3
BE SEMICONDUCTOR IND. 3.2
Total 44.8

Spain 1.59%

Germany 3.10%
Ireland 4.80%
Italy 3.42%
Netherlands 14.38%

3.91%
Cash and Derivatives

Sector

Cash and Derivatives 3.91 /u Consumer Discretionary

13.83%

Communication 0.97% *‘

Materials 6.78% ".

——— Health Care 16.10%

Consumer Staples

Information ———— T T

Technology 14.61%

Industrials 26.87% J

—Financials 10.74%

19 to a degree.
Too much focus on these backward-looking economic measures misses the point in our mind. The key
for investors is to focus on what the market is telling us about companies 12-months from now and
beyond. While we wouldn't be surprised to see a bit of profit taking after the market's strong run, the
next 6-18 months looks more interesting today and we are focused on finding the best opportunities
for the portfolio today which position it for the future.
Over the next few weeks, we will have the opportunity to speak with many company management
teams as the September conference season kicks off. As always, it will be important to look sector-by-
sector and stock-by-stock to find opportunities, though, we are generally feeling more constructive as
evidence builds that we should be in a better place within the business cycle over the next 6-18months.
e also maintain ample long-term opportunity from the portfolio's exposure to end-markets
supported by structural spending streams such as funding digitalisation, capex renaissance, and low-
carbon transition

Sectors

« Cyclical sectors led the August market decline. Against that backdrop, the portfolio’s overweight
positioning within Technology and Industrial sectors detracted. An underweight to Energy also
detracted with the sector supported by a higher oil commodity price

Stocks

The portfolio’s position in Adyen was the top detractor in the month. Shares fell over 40% after a
disappointing earnings update showed a dramatic slowdown in growth. Of most concern was the
speed at which the competitive dynamic has changed. We've owned Adyen on the thesis that its
position as the low cost payments provider, with its best in class singlestack technology platform,
would continue to drive profitable growth through market share gains. Management's update
surprised the market, flagging increased pricing competition in North America [25% of group
revenues| as a reason for slowing growth. The step change in competition came from Braintree, a unit
within PayPal, which we believe may be now trying to undercut Adyen in a loss leader strategy. This
new dynamic is unquestionably a negative to the investment thesis, and we now need to see evidence
as to whether this is a limited disruption or a sign of what could be faced in the form of competitive
pressure in other geographies such as Europe, and whether Adyen's investment in innovation and
service can ultimately prove successful over this aggressive price strategy.

Aholding in Sika detracted on mixed 0223 results. Organic growth was slightly below consensus
expectations with weakness in Americas and Europe offsetting strength in Asia and their Global
business lines (e.g. autos). This led to a small downgrade to full year 2023 organic growth guidance.
Meanwhile gross margin expansion is coming through as expected - >300bps year-on-year to 52.7%

with raw material input cost headwinds fadint

A position in IMCD dragged on relative returns after the company reported results that were worse
than anticipated. Year-on-year revenue was down -7%, missing consensus estimates by 12%
We note consensus has historically struggled to model this company given the lack of steer from
management. However, the short-term result was more disappainting than we expected, particularly
when compared to how key competitors fared in the same period. Ultimately though, the business
model has not changed. This is a very weak period of destocking which follows what was a period
of remarkable earnings. IMCD’s earnings growth should remain supported as we come through the
destock period as well as through M&A where the company has been quite active this year.

Headlines around macro weakness in China weighed on shares such as LVMH and ST Micro

Novo Nordisk shares rallied after the company reported a successful result from their ‘Select’
trial which was looking at the use of their obesity drug, Wegovy, for preventing major adverse
cardiovascular events [MACE). The trial resulted in a 20% reduction in MACE, a result well beyond
expectations which had been tempered when the trial was continued beyond interim checkpoint in
Q3'22. We believe these results can help underpin the validity of this new category of obesity drugs,
leading to further uptake from commercial insurers and government programmes.

Kingspan also contributed positively with an acquisition announced and results reported in August,
leading to a number of sell-side upgrades. We are convinced the company stands to see massive
gains from capex supporting reshoring, electric vehicle, and battery plants. While meeting with their
CEO, it was made clear that most of the actual investment behind capex plans is still to come which
should keep business momentum on track

A position in Royal Unibrew was positive for relative returns. Overall, the business is executing
very well and beginning to rebuild margins v uite a conservative consensus expectation. The
tailwinds from easing energy and raw material input costs should continue from here while shares
remain on an attractive valuation for the quality of this asset. We expect a period of strong EBIT growth
and room for shares to rerate as the company continues to recover from cost pressures, destocking
effects, and as it proves successful integration of recent acquisitions

Linde reported a A2'23 EPS beat 6% ahead of consensus and provided a small full year 2023 guidance
upgrade brining guided earnings growth to between +12% and +14% year-on-year. A growing orders
backlog, now standing at $4.4b, continues to support long-term growth assumptions. The company’s
execution on costs has also been excellent which should lead to operational leverage with margin
upside as volumes return

Changes

After a wobble in the Adyen investment thesis, as described above, the position was trimmed to a
holding weight. While we believe the derating was overdone relative to the known business impact,
there is likely to be an overhang on shares while we await evidence as to how far the competitive
threat may go.

AstraZeneca was sold on competition for capital. This asset was brought into the fund in 2022 during
a period where we were seeking more balance through defensive business models. While we still
see the fundamental case for opportunity through their drug pipeline, we've found better ideas in the
market for what we See as an improving business environment.

We consolidated our European bank holdings, adding to banks where we have higher conviction
in upside from here due to more upside on fair value as well as attractive current valuations. This
included top ups to AIB and BNP and an exit from Nordea

Positioning
* 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
uUnderweight positioning was in Energy, Financials, and Consumer Staples.

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 31 August 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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ASML HOLDING NV 4.8
LINDE PLC 4.0
STMICROELECTRONICS NV 3.9
LONZA GROUP AG 3.8
DSV A/S 3.5
RELX PLC 3.4
SCHNEIDER ELECTRIC SE 3.3
BE SEMICONDUCTOR IND. 3.2
Total 44.8
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