
Fund Profile
Investment Objective

The Fund’s investment objective is to deliver strong, long-term risk-adjusted returns to achieve both 
income and capital growth by investing in companies that are incorporated, headquartered, or exercise 
a significant part of their economic activities (greater than 20%) in European markets/countries 
(excluding the United Kingdom). 

Key Facts

• Clear investment philosophy focused on compounding power of dividend yield and growth

• High conviction approach with 25-50 positions

• Disciplined, consistent, transparent and repeatable investment process

• Bottom up stock selection with long term horizon

Share Class Performance
Performance Since Launch (%) 
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 Since Launch

 1 month 3 month YTD 1 year 3 years 5 years Ann. Cum.

GBP Class I Dist 0.09 5.96 7.93 11.87 12.32 41.59 7.61 55.35

Index 1.22 7.65 10.42 21.86 29.61 68.94 9.97 76.97

Discrete Annual Performance (%)

12 months to  30.06.21  30.06.20  28.06.19  29.06.18  30.06.17

GBP Class I Dist 11.87 -8.02 9.16 0.61 25.29

Index 21.86 -0.05 6.42 1.83 28.00

Source: Northern Trust International Fund Administration Services (Ireland) Ltd, monthly percentage 
growth, GBP and has been calculated to account for the deduction of fees, with reinvestment of 
all principal, dividends, interest and profits. Fund performance does not take account of any 
commissions or costs incurred by investors when subscribing for or redeeming shares. The GBP Class 
I Dist was launched on 30 June 2015. The index performance figures are sourced from Bloomberg 
and are in GBP terms. These figures refer to the past. Investments in funds are subject to risk. Past 
performance is not a reliable indicator of future returns. The money invested in a fund can 
increase and decrease in value and past performance is not a reliable indicator that you will get back 
the full amount invested. The performance calculation is based on GBP. If the currency in which the past 
performance is displayed differs from the currency of the country in which you reside, then you should 
be aware that due to exchange rate fluctuations the performance shown may increase or decrease 
if converted into your local currency. Please see the Important Information on the last page of this 
document for further information on the risks to your investment. Performance figures for the Fund, 
calculated to account for the payment of dividends, are available on request.
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1. Historic yield is based on a NAV per share of £8.93 and income of £0.3335 per unit paid in the last 12 
months, based on GBP Institutional distribution units. WARNING: Investors should note that historic 
yield does not measure the overall performance of a fund. It is possible for a fund to lose 
money overall but to have a positive historic yield. Historic yield cannot be considered as being 
similar to the interest rate an investor would earn on a savings account.

NAV per Share

GBP Class I Dist £8.93

Fund Particulars

Fund Size £151.0 million
Base Currency EUR
Denominations EUR / GBP
Fund Structure Open-ended
Domicile Dublin, Ireland
Listing Irish Stock Exchange
Launch Date 30 June 2015
Management Polar Capital LLP

Historic Yield (%) 1 3.73

Fund Manager

  

  

  

Nick Davis 

Fund Manager
Nick has managed the 
Fund since launch, he 
joined Polar Capital in 
2014 and has 13 years 
of industry experience.

Polar Capital LLP 16 Palace Street, London, SW1E 5JD

T: +44 (0)20 7227 2721 | E: investor-relations@polarcapital.co.uk | W: www.polarcapital.co.uk



Portfolio Exposure
As at 30 June 2021

Sector Exposure (%)
 

Consumer Staples 24.4

Communication Services 16.2

Financials 15.1

Industrials 13.1

Healthcare 10.3

Utilities 6.2

Materials 5.1

Energy 4.8

Consumer Discretionary 3.8

Cash 0.9

Geographic Exposure (%)
 

France 30.7

Switzerland 15.4

Germany 12.1

Spain 11.1

Netherlands 9.8

Sweden 5.8

Finland 5.5

Denmark 3.0

Belgium 3.0

Portugal 2.8

Cash 0.9
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Top 10 Positions (%)

Nestle 5.0

Total SA 4.8

Sanofi 4.7

Deutsche Telekom 4.0

Unilever 3.8

Danone SA 3.6

AXA 3.5

Orange SA 3.5

Tele2 3.2

Heineken NV 3.2

Total 39.3

Total Number of Positions 32

Active Share 78.37%

Market Capitalisation Exposure (%)

Large (> EUR 10 billion) 78.7

Medium (EUR 3 billion to 10 billion) 9.5

Small (< EUR 3 billion) 11.7

Polar Capital Funds plc - European ex UK Income Fund

Administrator Details

Northern Trust International Fund 
Administration Services (Ireland) Ltd

Telephone +353 1 434 5007

Fax +353 1 542 2889

Dealing Daily

Cut-off 15:00 Dublin time

Note: Totals may not sum due to rounding. 
It should not be assumed that 
recommendations made in future will be 
profitable or will equal performance of 
the securities in this document. A list of 
all recommendations made within the 
immediately preceding 12 months is available 
upon request.

Share Class Information
Codes & Fees

Share Class Bloomberg ISIN SEDOL OCF Annual Fee
EUR Class I Acc POEXIEA ID IE00BWX5D170 BWX5D17 0.73% 0.65%
GBP Class I Acc POEXIGA ID IE00BWX5D394 BWX5D39 0.73% 0.65%
GBP Class I Dist POEXIGI ID IE00BWX5D287 BWX5D28 0.73% 0.65%
GBP Class I Acc Hedged POEXIHA ID IE00BWX5D519 BWX5D51 0.73% 0.65%
GBP Class I Dist Hedged POEXIHI ID IE00BWX5D402 BWX5D40 0.73% 0.65%

Minimum Investment: Class I Shares; EUR 1 million (or its foreign currency equivalent).

Ongoing Charges Figure (OCF) is the latest available, as per the date of this factsheet.

For non-US professional investor use only
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Polar Capital Funds plc - European ex UK Income Fund

Fund Managers Comments
As at 30 June 2021

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this document. A list of all 
recommendations made within the immediately preceding 12 months is available upon request.

For non-US professional investor use only 
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Market review

Markets are moving into an incredibly data-dependent phase. Market 
sentiment remains focused on high frequency data tracking the evolution 
of variant cases evolve, and the extent to which vaccines have reduced the 
strain on individual healthcare systems. This data will determine the pace 
at which momentum passes from reflation plays to reopening plays. On 
balance, we see reasons to be optimistic on the reopening trends. The Fed 
seems to be swinging slightly back towards a data-dependent approach, 
rather open-ended “running hot”. Since March, the US ten-year bond has 
been more stable, which has coincided with greater stability in terms of 
performance in cyclicals compared to defensives in Europe. Much of the 
market commentary remains focused on PMI survey prints and short-term 
inflation data, when they will peak and when the cyclical rally of the past 
year will top out. The Bank of America fund manager survey showed early 
signs of investors becoming less underweight defensives. In our view, 
defensives will start to perform better as there is more taper talk and cyclical 
data increasingly moderates from boom levels.

Data from strategists at Bernstein demonstrate the degree to which 
dividend-yield stocks have stopped behaving like bond proxies. Today, high 
dividend stocks have a 0.3 two-year correlation to the US 10-year bond 
yield compared to -0.6 back in 2011. This is consistent with our view that 
behaviour within markets has changed in recent years, as very low bond 
yields are largely seen as a reason to bid up growth stocks (on the basis 
of low discount rates for the outer year growth). This contrasts with the 
previous consensus that low corporate bond yields made dividend stocks 
relatively more attractive (a substitution effect) The c400bps spread of high 
dividend yield payers over corporate bonds continues to look too wide to us.

Performance and strategy

Despite considerable absolute recovery year to date, the valuations of our 
portfolio remain striking. We only own seven stocks on P/Es above 20x 
(the multiple of global equities) or 5% earnings yield (Pernod Ricard, Cie 
Financiere Richemont, Heineken, Assa Abloy, Nestle, Inditex and Anheuser-
Busch InBev). We believe these stocks should deliver unusually fast medium-
term earnings growth as they directly benefit from reopening tailwinds over 
the next three years due to exposure to bars, hotels, travel and retail. The 
median 2022 P/E of the portfolio is 15x; the median 2022 EV/EBITDA of 
the portfolio is just below 10x. These remarkable valuation characteristics 
are despite the fact the Fund has no exposure to traditional value sectors 
like banks or autos and only invests in companies that make 10% through-
cycle returns on equity. Defensive dividend equities have become deep 
value versus growth equities (the NASDAQ is around all-time highs), cyclical 
equities (European autos are at a 20-year high relative to the index) and 
other asset classes.

No positions were started or exited in the month. Year to date, we have only 
sold one position (Brenntag, on valuation grounds). This low portfolio activity 
reflects two things. First, the Fund’s defensive holdings are currently out of 
favour and tend to be good companies benefitting from reopening rather 
than stocks benefitting from monetary reflation of lower quality cyclicals. 
Given that most economies are in the early stages of reopening, and the 
extended nature of the reflation trade, there are few compelling switch 
ideas between these two camps. Second, we were very active last year in 
repositioning the Fund for the new dividend reality. The Fund’s dividend yield 
grew faster than the index before the pandemic (7.8% CAGR 2016-19) and 
was more resilient last year (down 14% versus the index down roughly a 
third). The wide dividend yield of the Fund versus the index is a function of 
these two factors rather than reaching for yield, but we are not looking to 
extend this premium even further by rotating from lower yielders into higher 
yielders.

We attended several conferences in the month. A global consumer 
conference was a good reminder of the quality of the European consumer 
universe opportunity set. Like most sectors, the pandemic has accelerated 
progress in e-commerce including some segments that were pretty non-
existent pre-COVID-19. It has been a choppy time with supply chain 
difficulties, commodity price spikes and currency volatility but our overall 

feeling is that most companies have done a good job navigating these issues. 
The premiumisation growth opportunities for high quality brands continue 
to look compelling. A transport conference highlighted the continued supply 
chain disruption with issues at critical ports for ocean freight and COVID-19 
impact on capacity for air freight. Alongside the ongoing issues around chip 
supplies, we still seem several months at least from a more normal supply-
side of economies. We continue to be cautious around how regulators 
treat airport remuneration in the post-COVID-19 environment. A real estate 
conference highlighted the ESG-related opportunities around building 
standards and the potentially fraught politics of housing affordability. Across 
several conferences, there was plenty of discussion around company plans 
to pass through higher input costs. The situation seems broadly manageable 
on an 18-month view for most companies, while in many cases reopening 
positives and operating leverage should help.

ESG

Given the upcoming regulatory decisions around the level of dividends 
banks will be allowed to pay, it is worth revisiting why we are currently 
zero-weighted in European banks. We believe there remain immense 
structural headwinds for the traditional bank model in Europe. There is 
no time value of money given the region is stuck in lower-bound negative 
interest rates (interest rates and the yield curve are key to profitability). The 
acceleration of digitalisation renders the branch model ever more pressured 
(even the branch model champion Handelsbanken is accelerating its digital 
capabilities). The region’s investment bank franchises lack scale relative 
to their US competitors (key to investment bank profitability) and central 
bank digital currencies seem to be on their way in most regions, giving 
everyone access to base money, not just banks, and further weakening their 
traditional role. The ongoing ECB monetary policy review is unlikely to be 
a material positive for the region’s banks, in our view. Analysis from Kepler 
Cheuvreux highlighted banks having a worse ESG controversy score than 
energy. Our previous preference for Nordic banks was undermined by their 
money laundering challenges of recent years. We see the higher returns 
on equity in insurance stocks and lower disruptive threats as much better 
underpinning the sustainability of their already attractive dividend yields. 
It is worth adding that we can appreciate that banks in other regions are 
potentially more interesting medium-term reflation plays.

Outlook

Volatility and uncertainty are likely to remain in the near term as markets 
process the implications of the coronavirus pandemic itself and the 
subsequent policy responses. We are optimistic on the opportunities the 
market will inevitably present us, while continuing to relentlessly focus on 
protecting capital and dividend streams as best we can.

In our opinion, stocks with defensive business models and resilient dividend 
yields look increasingly appealing in the current backdrop against overvalued 
growth stocks, vulnerable deep value sectors and other asset classes with 
little yield.

Nick Davis

6 July 2021

©2021 Morningstar. All Rights Reserved. Rating representative of the I GBP 
Acc Share Class, as at 31/05/2021. Ratings may vary between share classes. 
The information contained herein: (1) is proprietary to Morningstar and/
or its content providers; (2) may not be copied or distributed; and (3) is not 
warranted to be accurate, complete or timely. Neither Morningstar nor its 
content providers are responsible for any damages or losses arising from 
any use of this information. Past performance is no guarantee of future 
results. For more detailed information about the Morningstar Rating or 
Morningstar Analyst rating, including its methodology, please go to: 
http://corporate1.morningstar.com/AnalystRating/.



Important Information

Polar Capital Funds plc - European ex UK Income Fund

Important Information: This document is provided for the sole use of the intended 
recipient and is not a financial promotion. European ex UK Income Fund (the “Fund”) 
is a sub-fund of Polar Capital Funds plc -which is authorised by the Central Bank of 
Ireland as an Undertaking for Collective Investment in Transferable Securities under 
the European Communities (Undertakings for Collective Investment in Transferable 
Securities) Regulations 2011 (S.I. 352/2011), as amended. This document has been 
prepared by Polar Capital for informational purposes only for the sole use of the intended 
recipient. It does not seek to make any recommendation to buy or sell any particular 
security (including shares in the Fund) or to adopt any specific investment strategy. This 
document does not contain information material to an investor’s decision to invest in the 
Fund. Shares in the Fund are offered only on the basis of information contained in the 
prospectus, key investor information document (“KIID”), and the latest annual audited 
accounts. Copies are available free of charge from Polar Capital at the below address 
or on www.polarcapital.co.uk. The KIID is available in Danish, Dutch, English, French, 
German, Italian, Norwegian, Spanish and Swedish. The prospectus is available in English.
Regulatory Status: Polar Capital LLP is a limited liability partnership (OC314700), 
authorised and regulated by the UK Financial Conduct Authority and is registered as an 
investment adviser with the US Securities & Exchange Commission. A list of members is 
open to inspection at 16 Palace Street, London, SW1E 5JD. FCA authorised and regulated 
Investment Managers are expected to write to investors in funds they manage with 
details of any side letters they have entered into. The FCA considers a side letter to be 
an arrangement known to the investment manager which can reasonably be expected 
to provide one investor with more materially favourable rights, than those afforded to 
other investors. These rights may, for example, include enhanced redemption rights, 
capacity commitments or the provision of portfolio transparency information which are 
not generally available. The Fund and the Investment Manager are not aware of, or party 
to, any such arrangement whereby an investor has any preferential redemption rights. 
However, in exceptional circumstances, such as where an investor seeds a new fund or 
expresses a wish to invest in the Fund over time, certain investors have been or may be 
provided with portfolio transparency information and/or capacity commitments which 
are not generally available. Investors who have any questions concerning side letters 
or related arrangements should contact the Polar Capital Desk at the Administrator 
on (+353) 1 434 5007. The Fund is prepared to instruct the custodian of the Fund, 
upon request, to make available to investors portfolio custody position balance reports 
monthly in arrears.
Third-party Data: Some information contained herein has been obtained from third 
party sources and has not been independently verified by Polar Capital. Neither Polar 
Capital nor any other party involved in or related to compiling, computing or creating 
the data makes any express or implied warranties or representations with respect to 
such data (or the results to be obtained by the use thereof), and all such parties hereby 
expressly disclaim all warranties of originality, accuracy, completeness, merchantability or 
fitness for a particular purpose with respect to any data contained herein.
Holdings: Portfolio data is “as at” the date indicated and should not be relied upon as 
a complete or current listing of the holdings (or top holdings) of the fund. The holdings 
may represent only a small percentage of the aggregate portfolio holdings, are subject to 
change without notice, and may not represent current or future portfolio composition. 
Information on particular holdings may be withheld if it is in the fund’s best interest to do 
so. A historic complete list of the portfolio holdings may be made available upon request. 
It should not be assumed that recommendations made in future will be profitable or will 
equal performance of the securities in this document. A list of all recommendations made 
within the immediately preceding 12 months is available upon request. This document 
is designed to provide updated information to professional investors to enable them 
to monitor the Fund. No other persons should rely upon it. The information provided 
in this document should not be considered a recommendation to purchase or sell any 
particular security.
Information Subject to Change: The information contained herein is subject to 
change, without notice, at the discretion of Polar Capital and Polar Capital does not 
undertake to revise or update this information in any way.
Forecasts: References to future returns are not promises or estimates of actual returns 
Polar Capital may achieve, and should not be relied upon. The forecasts contained herein 
are for illustrative purposes only and are not to be relied upon as advice or interpreted 
as a recommendation. Forecasts are based upon subjective estimates and assumptions 
about circumstances and events that may not yet have taken place and may never do so.
Statements/Opinions/Views: All opinions and estimates constitute the best judgment 
of Polar Capital as of the date hereof, but are subject to change without notice, and do 
not necessarily represent the views of Polar Capital. This material does not constitute legal 
or accounting advice; readers should contact their legal and accounting professionals for 
such information. All sources are Polar Capital unless otherwise stated.
Benchmark: The Fund is actively managed and uses the MSCI Daily Net Total Return 
Europe Ex UK Index as a performance target and to calculate the performance fee. The 
benchmark has been chosen as it is generally considered to be representative of the 
investment universe in which the Fund invests. The performance of the Fund is likely to 
differ from the performance of the benchmark as the holdings, weightings and asset 
allocation will be different. Investors should carefully consider these differences when 
making comparisons. Further information about the benchmark can be found http://
www.msci.com/. The benchmark is provided by an administrator on the European 
Securities and Markets Authority (ESMA) register of benchmarks which includes details 
of all authorised, registered, recognised and endorsed EU and third country benchmark 
administrators together with their national competent authorities.
Performance: The performance shown has been calculated to account for the 
deduction of fees and expenses and includes the reinvestment of dividends and capital 
gain distributions. £ or GBP/US$/JPY/EUR/CHF = Currency abbreviations of: British Pound 
sterling/US Dollar/Japanese Yen/Euro/Swiss Franc, respectively.
Allocations: The strategy allocation percentages set forth in this document are estimates 
and actual percentages may vary from time-to-time. The types of investments presented 
herein will not always have the same comparable risks and returns. Please see the private 
placement memorandum for a description of the investment allocations as well as 
the risks associated therewith. Please note that the Fund may elect to invest assets in 
different investment sectors from those depicted herein, which may entail additional and/
or different risks. Performance of the Fund is dependent on the Investment Manager’s 

ability to identify and access appropriate investments, and balance assets to maximize 
return to the Fund while minimizing its risk. The actual investments in the Fund may or 
may not be the same or in the same proportion as those shown herein.
Risk: Factors affecting fund performance may include changes in market 
conditions (including currency risk) and interest rates, as well as other economic, 
political, or financial developments. The Fund’s investment policy allows for it 
to enter into derivatives contracts. Leverage may be generated through the 
use of such financial instruments and investors must be aware that the use of 
derivatives may expose the Fund to greater risks, including, but not limited to, 
unanticipated market developments and risks of illiquidity, and is not suitable 
for all investors. Past performance is not a guide to or indicative of future 
results. Future returns are not guaranteed and a loss of principal may occur. 
Polar Capital may also receive a performance fee based on the appreciation 
in the NAV per share and accordingly the performance fee will increase with 
regard to unrealised appreciation, as well as realised gains. The performance 
fee may create an incentive for Polar Capital to make investments for Polar 
Capital Funds plc which are riskier than would be the case in the absence of a 
fee based on the performance of Polar Capital Funds plc.
Country Specific Disclaimers: It is the responsibility of any person/s in possession of this 
document to inform themselves of, and to observe, all applicable laws and regulations 
of any relevant jurisdiction. Neither Polar Capital nor Polar Capital Funds plc shall be 
liable for, and accept no liability for, the use or misuse of this document. If such a person 
considers an investment in Shares of the Fund, they should ensure that they have been 
properly advised about the suitability of an investment. Please be aware that not every 
sub-fund of Polar Capital Funds plc or share class is available in all jurisdictions.
Australia: Neither Polar Capital nor Polar Capital Funds plc are registered as a foreign 
company in Australia. The provision of this document to any person does not constitute 
an offer of shares of Polar Capital Funds plc to any person or an invitation to any person 
to apply for shares of Polar Capital Funds plc. Any such offer or invitation will only be 
extended to a person in Australia if that person is a sophisticated or professional investor 
for the purposes of section 708 of the Corporations Act 2001 of Australia (“Corporations 
Act”) and a ‘wholesale client’ for the purposes of section 761G of the Corporations Act. 
This document is not intended to be distributed or passed on, directly or indirectly, to any 
other class of persons in Australia. This document is not a disclosure document under 
Chapter 6D of the Corporations Act or a Product Disclosure Statement under Part 7.9 
of the Corporations Act. It is not required to, and does not, contain all the information 
which would be required in a disclosure document or a Product Disclosure Statement. 
It has not been lodged with the Australian Securities and Investments Commission. 
Any person to whom shares of Polar Capital Funds plc are issued or sold must not, 
within 12 months after the issue, offer, transfer or assign those shares to investors in 
Australia except in circumstances where disclosure to investors is not required under the 
Corporations Act.
Hong Kong: The Fund is a collective investment scheme as defined in the Securities and 
Futures Ordinance (Cap. 571) (the “SFO”) but is not authorised under Section 104 of the 
SFO by the Securities and Futures Commission of Hong Kong (“SFC”). This document 
does not constitute an offer or invitation to the public in Hong Kong to acquire interests 
in the Fund. In addition, this document has not been approved by the SFC nor has a copy 
of it been registered with the Registrar of Companies in Hong Kong, and therefore may 
only be issued or possessed for the purpose of issue to persons who are “professional 
investors” under the SFO and any rules made under that Ordinance or as otherwise 
permitted by the SFO.
Portugal: The European ex-UK Income Fund has been passported into Portuguese 
jurisdiction pursuant to Directive 65/2009/EU of the European Parliament and of the 
Council, of 13 July 2009 and Regulation 584/2010, of 1 July 2010, and are registered 
with the Portuguese Securities Commission (CMVM) for marketing in Portugal.
Spain: The Fund is registered in Spain with the Comisión Nacional del Mercado de 
Valores (“CNMV”) under registration number 771.
Switzerland: The principal fund documents (the prospectus, KIIDs, memorandum 
and articles of association, annual report and semi-annual report) of the Fund may 
be obtained free of charge from the Swiss Representative. In respect of the shares 
distributed in Switzerland, the place of performance and the place of jurisdiction is at the 
registered office of the Swiss Representative. The Fund is domiciled in Ireland. The Swiss 
representative and paying agent is BNP Paribas Securities Services, Paris, succursale de 
Zurich, Selnaustrasse 16, CH-8002 Zurich, Switzerland.
Austria / Denmark (professional only) / Finland / Germany / Ireland / Italy 
(professional only) / Luxembourg / Norway / Spain / Sweden and the United 
Kingdom: The Fund is registered for sale to all investors in these countries. Investors 
should make themselves aware of the relevant financial, legal and tax implications if they 
choose to invest.
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