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Performance 3 months 6 months 1 year 3 years 5 years 10 years

Fund (B Class) 13.6% 9.3% 22.9% 60.5% 77.3% 197.8%

MSCI Europe ex UK Net TR GBP* 12.3% 9.7% 22.0% 49.4% 60.7% 183.5%

IA Europe Excluding UK 12.7% 8.7% 17.4% 42.9% 48.4% 155.6%

Sector Quartile 2 3 2 1 1 1

Source: Morningstar. Figures compared on a Bid to Bid basis with Net Income Reinvested. Data as at 30.06.2026

Market review
Two themes shaped markets during the second quarter, both of which proved supportive for European equities. 

The first was a de-escalation of tensions in the Middle East. As peace negotiations between the US and Iran progressed, oil prices 
gradually retreated from their first-quarter highs, easing concerns about energy-driven inflation. Against this backdrop, expectations 
of further interest rate rises from several major central banks faded during the quarter. The Bank of England left rates unchanged, 
signalling it remained alert to inflation risks but was yet to see signs of broader price pressures becoming entrenched. In the US, 
new Federal Reserve Chair Kevin Warsh adopted a more hawkish tone than anticipated but also held interest rates during the 
quarter. However, the European Central Bank (ECB) raised interest rates by 25 basis points (bps) in June, reflecting concerns that 
higher energy costs could still feed into inflation.

The second theme was continued enthusiasm around artificial intelligence (AI). However, while confidence in the long-term potential 
of AI remains strong, the scale of investment flowing into AI infrastructure continues to prompt debate around valuations. Periods 
of heightened volatility are reflecting growing investor concerns over whether current levels of spending can ultimately generate 

attractive returns on invested capital. 

Performance and activity
The EdenTree Sustainable European Equity Fund performed strongly over the quarter, outperforming its benchmark the MSCI 

Europe excluding UK Index and the IA Europe excluding UK sector. 

The portfolio was relatively defensively positioned going into the second quarter, reflecting concerns that a prolonged war in 
the Middle East could further damage economic prospects in Europe. Despite the market rally over the period, this defensive 
positioning did not significantly affect the Fund’s performance. 

The Fund’s lack of direct exposure to energy companies proved supportive, as energy stocks gave back some of their first-quarter 
performance in line with falling oil prices. Our exposure to the healthcare sector also contributed strongly, due largely to the 
Fund’s holding in German multinational science and technology company Merck. Meanwhile, the Fund’s underweight exposure to 
technology – largely due to concerns over the sector’s excessive valuations – was a headwind, as AI-linked companies charged 
ahead during the period. However, the portfolio does hold several stocks that are exposed to the AI theme, with high-tech wafer 
solutions provider Siltronic, global industrial group Mersen and telecommunications company Nokia among the Fund’s top 
performers for the quarter. 

From an individual stock perspective, a further key contributor was Dutch bank ABN Amro, which not only benefitted from the wider 
strong performance of banks but also from ongoing speculation concerning its future, as the Dutch government has been gradually 
reducing its stake in the bank. 

Among the detractors, Norwegian fertiliser producer Yara gave back some of its first-quarter outperformance amid hopes that 
supply constraints for Middle Eastern fertiliser would ease. Information and software solutions provider Wolters Kluwer fell victim to 
investors believing it would likely not be an AI beneficiary, as software companies are perceived to be at risk from AI alternatives. 
Kemira, a global leader in sustainable chemical solutions, was negatively impacted by higher energy costs squeezing its margins. 
We believe such companies should experience a recovery, assuming energy prices remain low. Finally, home appliances 
manufacturer Electrolux suffered from a combination of Chinese competition, tariffs and constrained consumer spending. 
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In terms of portfolio positioning, we continued to increase the Fund’s healthcare exposure with the addition of German molecular 
diagnostics company Qiagen. Qiagen’s valuation has been heavily discounted due to competition concerns concerning its 
tuberculosis testing treatment, which we believe are unfounded due to the inferiority of the competitor solution. We also added the 
French advertising company Havas. Despite its attractive growth prospects, Havas traded on an appealing free cash flow yield, as 
the market continued to price in excessive risk from AI disruption. 

Outlook
The European macro picture remains subdued heading into the second half of the year. If the Middle East ceasefire holds, the 
outlook could improve. Lower oil prices should help to ease inflationary pressures, support consumers ahead of winter and create 
scope for ECB monetary policy easing. However, the situation remains fragile. 

At a company level, second-quarter earnings are likely to show the disruption caused by events in the Middle East. However, 
corporate outlooks should provide a useful gauge of economic conditions and whether businesses are beginning to benefit from 
lower input costs. Increased government spending should continue to support defence stocks, while more cyclical sectors, 
particularly real estate, could benefit if bond yields move lower. 

With European equities having delivered strong returns in the first half of the year, we believe it remains prudent to maintain the 
portfolio’s defensive positioning. At the same time, we continue to identify attractive opportunities across the market, particularly 
in healthcare, but also in cyclical business that could benefit from a recovery and selected AI-related stocks that have been 
indiscriminately sold off. 

 

Source: Morningstar. Figures compared on a Bid to Bid basis with Net Income Reinvested.

*The MSCI Europe ex UK GBP Net Total Return Index was adopted as the Fund’s comparative benchmark on 1 January 2024, replacing the 
FTSE World Europe ex UK Index. As the Fund invests in a diverse range of European (ex UK) companies and sectors, we compare the Fund’s 
performance to the MSCI Europe ex UK GBP Net Total Return Index. However the portfolio manager is not bound or influenced by the index when 
making investment decisions.

Past performance is not necessarily a guide to future returns.

Performance Discrete Rolling 12 months 
12 months to 

30/06/2022 
12 months to 

30/06/2023 
12 months to 

30/06/2024 
12 months to 

30/06/2025 
12 months to 

30/06/2026 

Fund (B Class) -7.2% 19.0% 11.7% 16.9% 22.9%

MSCI Europe ex UK Net TR GBP * -10.1% 19.6% 12.6% 8.8% 22.0%

IA Europe Excluding UK -12.5% 18.6% 11.7% 9.0% 17.4%

Sector Quartile 1 3 3 1 2

© EdenTree 2026. All data as at 30.06.2026



For further information please speak to your EdenTree representatives. 
Or call our support team on 0800 011 3821
Monday to Friday 9am to 5pm. We may monitor or record calls to improve our service.  

Or visit us at  
www.edentreeim.com
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EdenTree Investment Management Limited (EdenTree) Reg. No. 2519319. Registered in England 
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EdenTree is authorised and regulated by the Financial Conduct Authority and is a member of the 
Investment Association.
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This document has been prepared by EdenTree Investment Management Limited for Financial Advisors, other 
intermediaries and other investment professionals only. It is not suitable for private individuals. This document has been 
produced for information purposes only and as such the views contained herein are not to be taken as advice or recommendation 
to buy or sell any investment or interest thereto.

Please note that the value of an investment and the income from it can fall as well as rise as a result of market and currency 
fluctuations, you may not get back the amount originally invested. Past performance is not necessarily a guide to future returns.

A full explanation of the characteristics of the investments is given in the Key Investor Information Document (KIID). Any forecast, 
figures, opinions, statements of financial market trends or investment techniques and strategies expressed are, unless otherwise 
stated, EdenTree Investment Management’s own at the date of this document. They are considered to be reliable at the time of 
writing, may not necessarily be all-inclusive and are not guaranteed as to accuracy. There is no guarantee that any forecast made 
will come to pass.


