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Disclaimer
IMPORTANT NOTICE

This is a marketing communication. This is not a contractually binding document. Do not base any final investment
decision on this communication alone.

This document is issued by Montanaro Asset Management Limited (“MAM”) for distribution only to persons of the kind described in Article
11(3) of the Financial Services and Markets Act 2000 (Investment Advertisements) (Exemptions) Order 1995, or of a kind to whom this
document may otherwise lawfully be issued or passed on. It may not be copied or distributed or otherwise made available to any recipient
without the express written consent of MAM. The document is neither a prospectus, nor listing particulars, nor an offer or invitation to
subscribe for, underwrite or purchase securities.

The information contained in this memorandum is intended for the use of Professional and Institutional Investors only. It is for
background purposes, is not to be relied upon by any recipient, and is subject to material updating, revision and amendment. No
representation or warranty, expressed or implied, is made, and no liability whatsoever is accepted in relation thereto. This memorandum
does not constitute investment advice. References to the outlook for markets are intended simply to help investors with their thinking about
markets and the multiple possible outcomes. Investors should always consult their advisers before investing.

All data contained herein have MAM as its source unless otherwise stated. All data contained herein is at the date specified at the top of the
page unless stated otherwise. All performance data have been calculated by MAM. Performance Attribution data in particular should be
treated as indicative rather than definitive. Past performance is not a reliable indicator of future results. All investments are subject to risk
and the value of shares and the income from them can fall as well as rise due to stock market and currency movements. You may not get
back as much as you originally invested. Foreign exchange exposure may increase the volatility of returns. The value of securities may go
down as well as up. As the discount or premium to which the investment trust shares trade relative to the NAV per share may vary
significantly, the shorter-term share price movements of the listed investment trust shares may not reflect the shorter-term underlying
investment performance in terms of NAV per share. The Board of Directors of the investment trust has authorised the Investment Manager
to use bank borrowings, allowing increased portfolio investment, and therefore potentially to leverage the overall portfolio. This gearing as
well as foreign exchange exposure may increase the volatility of returns.

Montanaro Asset Management Limited (Reg. No. 03246931) has its registered office at 53 Threadneedle Street, London, EC2R 8AR.
Montanaro Asset Management is authorised and regulated by the Financial Conduct Authority (FCA Firm Reference Number: 183211).
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Montanaro

Source: Internal. 

1991:
Montanaro
founded

1995:
UK Investment
Trust (MUSCIT)

1993:
UK Growth & 
Income Fund

2000:
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Smaller 
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Fund

2005:
First 
Segregated 
Mandate

2011:
Charles 
River 

2006:
UK Income 
Fund 
European 
Trust
(MESCT)

2007:
AuM reach 
£1bn

2009:
FRR (French 
Gov.) 
Mandate

2012:
European
MidCap
Fund

2015:
European 
Income 
Fund

2017:
ERAFP
Mandate

2018:
Better 
World 
Fund

2020:
Launch 
of LF 
onshore 
Funds

2021:
Global 
Innovation 
Fund

• Established by Charles Montanaro in 1991

• Specialists in quoted, Global Small & MidCap

• AUM of £3.3 billion

• MAM has been managing MESCT for 18 years

• One of the largest Small & MidCap Teams in Europe

• Bought MESCT shares in July 2024 – now own >5%
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What is a classic “Montanaro” company?
1. Established: long history of trading over different cycles

2. Quality: in control of own destiny - high IP, USPs, recurring revenues & pricing power

3. Mkt leader: growth market with high barriers to entry and investment in R&D

4. Focused: a simple business we can understand 

5. Predictable: “must have” products / services to broad list of clients

6. High returns: double digit & rising EBIT margins & good cashflow

7. Low risk: must be profitable with a strong balance sheet 

8. Attractive: sensible valuation (GARP) 

9. Overlooked: under researched – a “hidden gem”

10. Outstanding: exceptional management with a strong ESG culture

We are “Quality Growth” Investors



4

30 June 2024
Unless stated otherwise

Within SmallCap, “Quality Growth” has performed the best historically

Source: AQR, Internal.  “Quality” is defined by AQR based on Profitabilty, (RoE, RoA, Gross Margin, CF/Assets, Gross Profit/Assets, % cash earnings), Growth (over 5 
years), Safety (low beta, low leverage, low volatility, low RoE volatility, low bankruptcy risk) and Payout (equity & debt issuance, dividend payout).
“Size”: the cut-off is defined as the 80th percentile by country. 
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Source: Internal.

Our Investment Process

Quality Analysis:

• Quality Checklist

• ESG Checklist

• Financial Profile

• Management

Growth Analysis:

• Growth Checklist

• Company Drivers

• Industry Analysis

• Cyclicality

Is it a good business? Stage 1:

Is it a good investment?Stage 2:

Approved 
List
~250 

Companies

Approved 
List
~250 

Companies

Risk / Reward:

• Scenario Analysis

• Downside Risk

• Catalysts

• Recommendation

INVESTMENT 
COMMITTEE

Stage 1 
Review

Model Review:

• Forecasts

• Adjustments

• ROIC fade & WACC

• Peer comparison

Valuation:

• Intrinsic Value

• Target & BUY Price

• Peer Comparison

• Reverse DCF

INVESTMENT 
COMMITTEE

Stage 2 Review 
& Approval 

Decision

PROCEED TO 
STAGE 2

New Ideas:

• Sector reviews

• Proprietary screens 

• Growth themes

• Referrals
REJECT
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Our Top 20 holdings

Source: Internal.

Company Country %  Company Country %  

NCAB Sweden 5.5% Melexis Belgium 2.9%

MTU Aero Engines Germany 4.6% Brunello Cucinelli Italy 2.7%

CTS Eventim Germany 4.0% AAK Sweden 2.6%

Fortnox Sweden 3.9% Bachem Switzerland 2.6%

Atoss Software Germany 3.7% Brembo Italy 2.4%

VZ Switzerland 3.3% Belimo Switzerland 2.4%

Esker France 3.1% Tecan Switzerland 2.4%

Kitron Norway 3.0% Rational Germany 2.4%

Reply Italy 3.0% Amadeus Fire Germany 2.3%

IMCD Netherlands 3.0% Technoprobe Italy 2.2%

Top 10 37.1% Top 11 - 20 24.8%
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Fund Benchmark

Countries: The result of bottom-up stock-picking

Source: Internal, MSCI, Bloomberg.
Benchmark = MSCI Europe ex-UK Small Cap Index. 
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Our companies sell all around the world 

Source: Internal, Bloomberg.
Note: Total percentage may not add up to 100% due to rounding.
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55%
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12%
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Sectors

Source: Internal, MSCI, Bloomberg. 
Sectors are based on GICS; vs MSCI Europe ex-UK Small Cap Index.
Benchmark = MSCI Europe ex-UK Small Cap Index.
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Size: a balanced portfolio

Source: Internal, MSCI, Bloomberg.
Benchmark = MSCI Europe ex-UK Small Cap Index. 
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A consistently High Quality Portfolio

Source: Internal, Factset, Bloomberg. 
* Portfolio Turnover = (Purchases + Sales) / 2 * Average NAV.

2016 2017 2018 2019 2020 2021 2022 2023 2024e Average

Revenue Growth 8% 12% 10% 12% 7% 26% 22% 7% 9% 13%

10Y EPS Growth 12% 13% 11% 13% 14% 16% 16% 17% n/a 14%

EBIT Margin 20% 21% 21% 20% 19% 19% 18% 19% 19% 20%

RoE 22% 22% 22% 23% 21% 24% 22% 21% 21% 22%

Net Gearing 16% 18% 15% 7% 11% -3% 7% 4% -4% 9%

Net Debt / EBITDA 0.6 0.7 0.5 0.3 0.3 0.1 0.3 0.3 0.1 0.4

Interest Cover 15.2 17.8 19.8 27.4 20.4 24.2 25.1 30.7 15.5 22.6

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Average

Portfolio Turnover 25% 35% 22% 25% 15% 18% 20% 14% 20% 10% 20%*
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ESG Dashboard: a Portfolio with low Carbon Intensity

Source: Internal, MSCI, Bloomberg.
Note: Carbon intensity is measured in Metric Tons of CO2 emitted / USD Million of Sales.

Source MESCT Bench. Source MESCT Bench.

Carbon Intensity 
(Scope 1 & 2 / Sales)

MSCI 29.3 121.3 MSCI Social Score (1 to 10) MSCI 4.9 5.2

% Scope 3 Emissions available MSCI 47% 64% % Employee Turnover Bloomberg 14% 14%

MSCI Low Carbon Transition 
Score (1 to 10)

MSCI 5.9 5.9 % Women in Workforce Bloomberg 38% 35%

Source MESCT Numis SC 
Index

Source MESCT Numis SC 
Index

MSCI Environmental Score 
(1 to 10)

MSCI 5.2 6.1 MSCI Governance Score (1 to 10) MSCI 6.4 6.6

Polution & Waste Score 
(1 to 10)

MSCI 5.1 4.6 % Non-Executive Directors Bloomberg 88% 92%

Biodiversity & Land Use Exposure 
Score MSCI 1.8 2.0 % Women on Boards Bloomberg 35% 37%

CLIMATE SOCIAL

ENVIRONMENT GOVERNANCE
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Source:  Internal, Factset.

The Trust’s P/E has normalised since reaching a peak in mid-2021
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It is worth paying a premium for companies that deliver on earnings

Source: Internal, Factset.
* Note that the benchmark history for the European Trust prior to June 1st 2009 was the MSCI European Smaller Companies Index. 
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Returns 

Source: Internal, MSCI. Based on the Cum-Income NAV. Note: Effective June 1st 2009 the index used for comparison purposes is the MSCI European Smaller Companies 
Index ex-UK.  The benchmark history for the European Trust prior to June 1st 2009 was the MSCI European Smaller Companies Index.   

NAV Share Price

YTD (to 31 Aug 2024) 6.4% 6.9% 4.1% 2.3% 2.8%

1 Year 13.5% 12.7% 12.2% 1.4% 0.6%

3 Years p.a. -6.5% -11.4% -1.7% -4.8% -9.7%

5 Years p.a. 9.3% 7.5% 6.9% 2.3% 0.6%

10 Years p.a. 13.0% 12.9% 9.3% 3.7% 3.6%

15 Years p.a. 12.3% 12.5% 9.9% 2.4% 2.6%

Launch p.a. (Sep 2006) 10.3% 10.0% 8.1% 2.2% 1.9%

(Total Returns, GBP)
MESCT 
(NAV)

MESCT 
(Share Price)

Benchmark 
(Composite)

Relative
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Relative performance attribution – YTD to 31 August 2024

Gross Relative 
Return
+2.9%

(Net = +2.3%)

Gross Relative 
Return
+2.9%

(Net = +2.3%)

Selection
+5.8%

Factor
-3.0%

Style
-4.5%

Country
+1.1%

Industry
+0.4%

Other
0.0%

Source: Internal, BBG PORT using adjusted MAC3 / Europe equity factor attribution. GBP.

Please note: The Net Relative Return figures are based on the official NAV of the Trust compared to the Benchmark. The Gross Relative Return figures are derived from 
external models, so are not official and act as a guide only.
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Relative performance attribution – 3 Years to 31 August 2024

Selection
+7.2%

Factor
-18.9%

Style
-14.5%

Country
-1.0%

Industry
-2.3%

Other
-1.1%

Gross Relative 
Return
-11.7%

(Net = -13.3%)

Gross Relative 
Return
-11.7%

(Net = -13.3%)

Source: Internal, BBG PORT using adjusted MAC3 / Europe equity factor attribution. GBP.

Please note: The Net Relative Return figures are based on the official NAV of the Trust compared to the Benchmark. The Gross Relative Return figures are derived from 
external models, so are not official and act as a guide only.
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Relative performance attribution – 5 Years to 31 August 2024

Selection
+16.8%

Factor
+3.2%

Style
+0.9%

Country
+0.3%

Industry
+3.7%

Other
-1.7%

Gross Relative 
Return
+20.0%

(Net = +15.9%)

Gross Relative 
Return
+20.0%

(Net = +15.9%)

Source: Internal, BBG PORT using adjusted MAC3 / Europe equity factor attribution. GBP.

Please note: The Net Relative Return figures are based on the official NAV of the Trust compared to the Benchmark. The Gross Relative Return figures are derived from 
external models, so are not official and act as a guide only.
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Solid performance since MAM was appointed: +10.3% p.a. (after fees)

Source: Internal, MSCI. Note: MAM was appointed Manager to MESCT in September 2006.
Note: Effective June 1st 2009 the index used for comparison purposes is the MSCI European Smaller Companies Index ex-UK.  The benchmark history for the European 
Trust prior to June 1st 2009 was the MSCI European Smaller Companies Index.  
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MESCT is trading on a historically high discount of 13% (at 31 August)

Source: Internal, Bloomberg.
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We have plenty of gearing to deploy when the time is right

Source: Internal, Bloomberg.
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SmallCap has been lagging LargeCap for almost 4 years now

Source: Internal, MSCI, Bloomberg.
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Europe ex-UK SmallCap is trading on a P/E below historical average

Source: Internal, MSCI, Factset. As at 31 August 2024.
Note: Dotted black line = Average. Thick red line = Average + 2 Standard Deviations (dotted red line = Ave +1 SD). Thick green line = Average – 2 Standard 
Deviations (dotted green line = Ave – 1SD).
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… and on a near record P/E discount to LargeCap

Source: Internal, MSCI, Factset.  As at 31 August 2024.
Note: Dotted black line = Average. Thick red line = Average + 2 Standard Deviations (dotted red line = Ave +1 SD). Thick green line = Average – 2 Standard 
Deviations (dotted green line = Ave – 1SD).
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Thank you!
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Disclaimer
IMPORTANT NOTICE

This is a marketing communication. This is not a contractually binding document. Do not base any final investment
decision on this communication alone.

This document is issued by Montanaro Asset Management Limited (“MAM”) for distribution only to persons of the kind described in Article
11(3) of the Financial Services and Markets Act 2000 (Investment Advertisements) (Exemptions) Order 1995, or of a kind to whom this
document may otherwise lawfully be issued or passed on. It may not be copied or distributed or otherwise made available to any recipient
without the express written consent of MAM. The document is neither a prospectus, nor listing particulars, nor an offer or invitation to
subscribe for, underwrite or purchase securities.

The information contained in this memorandum is intended for the use of Professional and Institutional Investors only. It is for
background purposes, is not to be relied upon by any recipient, and is subject to material updating, revision and amendment. No
representation or warranty, expressed or implied, is made, and no liability whatsoever is accepted in relation thereto. This memorandum
does not constitute investment advice. References to the outlook for markets are intended simply to help investors with their thinking about
markets and the multiple possible outcomes. Investors should always consult their advisers before investing.

All data contained herein have MAM as its source unless otherwise stated. All data contained herein is at the date specified at the top of the
page unless stated otherwise. All performance data have been calculated by MAM. Performance Attribution data in particular should be
treated as indicative rather than definitive. Past performance is not a reliable indicator of future results. All investments are subject to risk
and the value of shares and the income from them can fall as well as rise due to stock market and currency movements. You may not get
back as much as you originally invested. Foreign exchange exposure may increase the volatility of returns. The value of securities may go
down as well as up. As the discount or premium to which the investment trust shares trade relative to the NAV per share may vary
significantly, the shorter-term share price movements of the listed investment trust shares may not reflect the shorter-term underlying
investment performance in terms of NAV per share. The Board of Directors of the investment trust has authorised the Investment Manager
to use bank borrowings, allowing increased portfolio investment, and therefore potentially to leverage the overall portfolio. This gearing as
well as foreign exchange exposure may increase the volatility of returns.

Montanaro Asset Management Limited (Reg. No. 03246931) has its registered office at 53 Threadneedle Street, London, EC2R 8AR.
Montanaro Asset Management is authorised and regulated by the Financial Conduct Authority (FCA Firm Reference Number: 183211).


