
AIA European Equity Fund
 

March 2023
 Investment Objective
This fund seeks to achieve long term capital appreciation through investment in equity and equity related securities of European issuers as
represented by countries included in the MSCI Europe Index and opportunistically in other European markets, such as Poland, Hungary, Czech
Republic, Greece, Turkey and Israel.
 

Key Fund Facts
 

(As of 31 March 2023)

 Launch Date 11 December 2000
Launch Price SGD 1.000
Manager of ILP Sub-Fund Capital Group Investment Management

Pte. Ltd.
Name of Underlying Fund(s) Capital Group European Growth and

Income Fund (Lux)
Manager(s) of Underlying
Fund(s)

Capital International Management
Company Sàrl

Risk Classification Higher Risk

 

Subscription Cash and SRS
Pricing Frequency Daily
Management Fees 1.50% p.a. of Net Asset Value
Bid SGD 1.087
Offer SGD 1.145
Fund Size SGD 10.6M

 

Performance
 

(As of 31 March 2023)
 

Period 1 Month 3 Months 6 Months 1 Year 3 Year^ 5 Year^ 10 Year^ Since
Inception^

Fund (bid-to-bid) 1.30% 5.95% 19.06% -2.16% 11.89% 2.30% 4.38% 0.61%
Benchmark 1.11% 9.60% 22.26% -0.40% 12.41% 4.64% 6.09% 3.27%
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 AIA European Equity Fund   Benchmark
Source: AIA Singapore

 

Notes (1) Performance of the fund is in SGD on a bid to bid basis with net dividends reinvested,
without taking into consideration the fees and charges payable through deduction of premium or
cancellation of units (2) ^ denotes annualised returns (3) Current Manager: Capital Group
Investment Management Pte. Ltd. (w.e.f 3 May 2016) (4) Current benchmark: MSCI Europe Daily
Total Return Net
 
Past Performance is not necessarily indicative of future performance.

 

Sector Allocation (%)
 

(As of 31 March 2023)

 
Country Allocation (%)
 

(As of 31 March 2023)
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 Source : Capital International Management Company Sàrl, Information from the underlying Capital
Group European Growth and Income Fund (Lux)

 



  

Top Holdings
 

(As of 31 March 2023)

 
Holdings (%)

Siemens Healthineers 4.60
E.ON 4.10
Zurich 3.10
National Grid 3.00
Rio Tinto 3.00
AstraZeneca 3.00
BAE Systems 2.70
Imperial Tobacco 2.70
Engie 2.50
NEXT 2.50
TOTAL 31.20
Source : Capital International Management Company Sàrl, Information from the underlying
Capital Group European Growth and Income Fund (Lux)

 

Manager’s Commentary
 

(As of 31 March 2023)

 
Market review

Eurozone equities ended higher, helped by falling interest rate expectations. Most sectors advanced, led by information technology, but financials
stocks sold off as the banking uncertainty in the US spread to Europe. European real estate stocks were also hit hard as investors fretted over the
prospect of tighter access to credit. Swiss regulators engineered a rapid rescue for investment bank Credit Suisse through a discounted takeover by
rival UBS. The deal prioritized Credit Suisse shareholders over holders of Additional Tier 1 (AT1) debt, sparking outrage. Energy stocks also
weakened along with oil and gas prices.

The European Central Bank (ECB) hiked interest rates by 50 basis points (bps) in March but adopted a more dovish tone in its guidance given the
turmoil in the banking sector. ECB president Christine Lagarde revealed some of its governing council members were against raising rates, fuelling
speculation that it could be the ECB’s final rate increase for some time. Headline eurozone inflation dropped to 6.9% in March from 8.5% in February
as energy prices declined.

Eurozone business activity continued to accelerate in March, with the S&P Global Flash Eurozone Composite Purchasing Managers’ Index (PMI)
reaching its highest level since May 2022, at 54.1 versus 52.0 in February. The survey suggested eurozone services sector activity grew at its
strongest pace in 10 months even as the manufacturing sector contracted for a second consecutive month.

German economic sentiment deteriorated sharply. The ZEW gauge slumped to 13.0 in March from 28.1 in the prior month, disappointing estimates as
turmoil in the banking sector hit confidence. Meanwhile, official data showed German inflation dropped to 7.4% in March from 8.7% in February as
energy inflation slid, though was slightly higher than market forecasts.

UK equities fell slightly, weighed down by the market’s sizeable weighting to energy and financials. Business survey data weakened in March, behind
economists’ forecasts, with a modest improvement in services sector activity levels more than offset by a sharper contraction in manufacturing – the
S&P Global/CIPS UK Composite PMI eased to 52.2 in March from 53.1 in February. UK inflation increased unexpectedly, reaching 10.4% in February
versus 10.1% in January, driven higher by surging costs of food and non-alcoholic beverages. In line with market expectations, the Bank of England
hiked its base rate by 25 bps to 4.25% at its March meeting.

Performance Contributors

Stock selection and an above-index position in the utilities sector contributed to relative results. In particular, an above-index holding in Germany-
based energy company E.ON was helpful as shares rallied 11% in March, hitting a one-year high. Sentiment was lifted by E.ON’s announcement that
it would boost investment in its grids and retail business by a fifth as it looks to boost core profit.

A below-index position in the financials sector contributed positively to relative results, although this was partly offset by disappointing stock selection.
Not holding Credit Suisse was beneficial. Shares plunged 71% as the US banking problems spread to Europe, with the Swiss investment bank
encountering persistent deposit withdrawals and negative comments from a key stakeholder. In the end, UBS agreed to acquire Credit Suisse in an
emergency rescue.

Performance Detractors

In contrast, stock selection weighed heavily on results in the consumer staples sector, with the portfolio’s below- index position detracting from returns
to a lesser extent. An above-index position in tobacco company Imperial Brands weighed on relative results as shares declined 7%. Shares were
pressured by growing fears of tighter US regulation and the US Food and Drug Administration issued marketing denial orders for multiple menthol e-
cigarette products for one of Imperial Brands’ peers.

Stock selection and an above-index holding in the materials sector weighed on results. Holding Stora Enso was negative as the stock declined 7% as
investors took profits after the Finnish pulp and paper company delivered the strongest full year financial performance since 2000.

Outlook & Strategy

Headline CPI inflation appears to have peaked in the major European economies and should fall further as the effects of last year’s energy price hikes
fade.However, underlying inflationary pressures are still building and broadening, which suggests central banks will face an even more challenging
policy environment in 2023.

European equities remain at a significant valuation discount to the US and selectively will be key to navigate the current market environment.

Against this backdrop, portfolio managers continue to focus on investing in seasoned European-based companies that have the potential to grow both
earnings and dividends at a sustainable level.
Source: Capital International Management Company Sàrl

 
Please refer to the Product Summary applicable to the investment-linked policy which you have purchased or intend to purchase for these applicable fees and charges.

 



 AIA European Equity Fund is an investment-linked policy (ILP) fund offered by AIA Singapore Private Limited (“AIA Singapore”) and is only available under AIA Investment-Linked Policies. AIA
Singapore is the product provider. This fact sheet is prepared by AIA Singapore and the information presented is for informational use only. Investments are subject to investment risks including the
possible loss of the principal amount invested. Past performance, as well as the prediction, projection or forecast on the economy, securities markets or the economic trends of the markets are not
necessarily indicative of the future or likely performance of the ILP funds. The performance of the ILP funds is not guaranteed and the value of the units in the ILP funds and the income accruing to the
units, if any, may fall or rise. A product summary relating to the ILP funds is available and may be obtained from your AIA Financial Services Consultant. A potential investor should read the product
summary before deciding whether to subscribe for units in the ILP funds. AIA Singapore does not warrant or make any representations regarding the use or the results of the use of the figures
generated in terms of their correctness, accuracy, reliability, or otherwise.
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AIA Singapore Private Limited (Reg No.201106386R)
1 Robinson Road, AIA Tower, Singapore 048542 Monday - Friday: 8.45am -5.30pm AIA Customer Care Hotline: 1800 248 8000 aia.com.sg

 
 
 
 
 


