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Signs of stabilisation in the global economy, falling systemic risk and 
aggressive corporate cost-cutting have provided a backdrop supportive 
enough to enable European equities to record one of the largest and 
fastest rallies ever witnessed. In this fund update, Tim Stevenson, 
manager of the Henderson Horizon Pan European Equity Fund, looks at 
the rapid shift in market sentiment, and the implications for his portfolio 
 

We are working on the scenario that economic recovery will gather pace over the next six months, but that 
this recovery will likely be followed by a period of relatively slow growth – similar to the growth environment 
experienced over the past few years in Europe. We view this as a positive for this fund, which has enjoyed 
considerable success with its approach of favouring high quality companies with the potential for growth 
over long-term investment horizons, and has contributed to the fund outperforming the market consistently 
since launch. In what will be a favourable environment for those companies that offer consistent, reliable 
growth, we expect this outperformance to continue to be the case going forward.  
 
Consistent with our investment philosophy, we continue to favour a balanced approach, maintaining a core 
of quality holdings, but also more economically sensitive stocks that meet our quality criteria. The market 
turmoil that preoccupied us all at the start of the year is behind us, what is important is what will happen 
next. Economies are recovering, but what remains unclear is the strength and depth of that recovery. The 
outlook won’t be clear for perhaps another 12 months, when interest rates resume their trend path and 
stimulus packages are phased out.  
 
The rally has been surprisingly narrow in scope. The chart below illustrates the divergence in performance 
from the various market sectors since the rally started to gather pace in March this year. As you can see, 
only three sectors – Financials, Materials and Industrials – have outperformed the broader market since the 
market trough in March. We expect the next leg up to see a broadening out and here is where we expect 
those sectors that have lagged to start to catch up. 
 
 MSCI Sector   Performance
 MSCI Europe Financials 129.5%

 MSCI Europe Materials 60.6%
 MSCI Europe Industrials 48.7%
 MSCI Europe Index 47.0%
 MSCI Europe Consumer Discretionary 39.8%
 MSCI Europe IT  36.6%
 MSCI Europe Utilities 27.3%
 MSCI Europe Consumer Staples 27.2%
 MSCI Europe Healthcare 21.4%
 MSCI Europe Telecomms & Services  20.6%
 MSCI Europe Energy 19.6%
Source: Bloomberg. MSCI Europe performance data from 9 March 2009 to 7 September 2009 
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The rally has left many quality companies outside of the financial sector looking very attractively valued 
relative to history and their growth prospects, as the chart below demonstrates.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
For example, Fresenius, the market leading provider of dialysis services is currently trading on around 10x 
next year’s earnings, a multi-year low. This is a company that has consistently delivered 10-15% earnings 
growth per annum and will continue to do so going forward. There is nothing wrong with the business - 
investors have simply sold their positions to fund purchases of more racy stocks. Another example is 
Capita, one of the UK’s most prominent outsourcing companies, has been held within the fund since its 
launch. Performance has disappointed this year, despite the company reporting relatively strong earnings 
(profits were recently up 17%). We view this as another example of a company with a steady growth profile 
simply being ignored by the market for the time being. The long-term outlook for Capita, however, remains 
a compelling one. It (justifiably, in our view) trades at a premium to the market and continually meets or 
beats analysts’ expectations. We also believe the company has significant opportunities for further growth, 
particularly within central government operations.  
 
We have, however, been increasing the ‘cyclical’ exposure of the Fund as our outlook for equity markets 
has become increasingly constructive. We have only been adding positions that fit our criteria of offering 
strong longer term growth prospects. Recent purchases in more cyclical stocks have been a positive – 
Daimler and ArcelorMittal were both particularly strong in July and August. We have not been willing to 
buy stocks that have no fundamental underpinning just because “they are going up”. The chart on the next 
page shows the shifts in sector allocation for the Henderson Horizon Pan European Equity Fund since the 
beginning of the year: 

Relative P/E multiple for cyclical* sectors relative to market ex- Financials
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Source: IBES, FTSE, Nomura Strategy Research.
* Cyclicals refers to Basic Industries, Capital Goods and Consumer Cyclicals
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MSCI Sector (%)  31 Dec 2008  4 Sep 2009  Change
Consumer Discretionary 11.1 9.6 ▼ 
Consumer Staples 10.6 11.9 ▲ 
Energy 10.7 7.7 ▼ 
Financials 9.9 18.8 ▲ 
Healthcare 19.7 13.5 ▼ 
Industrials 22.2  15.3 ▼ 
IT 1.4 3.9 ▲ 
Materials 8.0 11.2 ▲ 
Telecomms 4.8 4.2 ▬ 
Utilities 1.6 4.0 ▲ 
Source: Henderson Global Investors, 4 September 2009 

 
A significant change is the reduction in our weighting in the Healthcare sector. Having held close to 30% in 
the sector in 2008, our weight is now below 15%, and we have very little exposure to pharmaceuticals. The 
majority of our exposure is to companies with strong secular growth trends driven by the ageing global 
population (including, as previously mentioned, Fresenius along with Essilor and Synthes). We have 
doubled our Financials exposure and now have holdings in three banks: HSBC, arguably the highest 
quality name in the sector, as well as UBS and Deutsche Bank, two strong recovery stories. Capital 
raisings have enabled us to increase our exposure to the savings theme through purchases of insurers 
Zurich Financal Services and Aegon. 
 
We participated in the UBS capital raising back in April, which has subsequently proven to be an excellent 
position for the fund, with the shares rallying by 25% since. Earlier in the year, lingering balance sheet 
weakness, concerns over its wealth management franchise, IRS problems with US clients and the 
overhang of the Swiss government’s stakeholding were all clear impediments to an improved share price. 
We have taken the view that while the past year has been a very challenging period for the company the 
dust is starting to settle. The capital raising was a significant step in setting balance sheet concerns aside, 
while settlement of the IRS case has allowed the company to focus on rebuilding its reputation and 
business. However, we remain unconvinced of the longer-term outlook for much of the sector and while the 
share prices of several banks have continued to defy gravity, which has detracted from overall portfolio 
performance, we will only be adding to our financial positions on a selective basis.  
 
Tim Stevenson 
17 September 2009 



 

 

 
For further information on the Henderson Horizon fund range please contact your local sales office or visit 
our website: www.henderson.com 
 
UNITED KINGDOM 
Henderson Global Investors Ltd. 
201 Bishopsgate 
London EC2M 3AE 
United Kingdom 
Tel:  +44 20 7818 1818 
Fax:  +44 20 7818 1819 
E-mail:  sales.support@henderson.com 

GERMANY 
Henderson Global Investors Ltd. 
Bockenheimer Landstraße 24 
D-60323 Frankfurt/Main 
Germany 
Tel: +44 69 86003 0 
Fax: +49 69 86003 355 
E-mail: info.germany@henderson.com 
 

SPAIN 
Henderson Global Investors Ltd 
Núñez de Balboa, 121, 3º 
28006 Madrid 
Spain 
Tel: +34 91 562 6245 
Fax:  +34 91 564 6034 
E-mail: info.spain@henderson.com 

BENELUX 
Henderson Global Investors BV 
Roemer Visscherstraat 43- 45 
Amsterdam 1054 EW 

The Netherlands 
Tel: +31 20 675 0146 
Fax: +31 20 675 7197 
E-mail: info.nederlands@henderson.com 
 

FRANCE/GENEVA/MONACO 
Henderson Global Investors Ltd 
7 rue Scribe 
75009 Paris 
France 
Tel: +33 1 53 05 44 80 
Fax:  +33 1 44 51 94 22 
E-mail: info.france@henderson.com 

AUSTRIA 
Henderson Global Investors Ltd 
Falkestrasse 1 
A-1010 Vienna 
Austria 
Tel: +43 1 319 3222 17 
Fax: +43 1 319 3222 90 
E-mail: info.austria@henderson.com 

ITALY 
Henderson Global Investors Ltd 
Via Agnello 8 
20121 Milan 
Italy 
Tel:  +39 02 7214 731 
Fax:  +39 02 7214 7350 
E-mail: henderson.italy@henderson.com 

SWITZERLAND 
Henderson Global Investors (Switzerland) Ltd 
Rennweg 28 
8001 Zurich 
Switzerland 
Tel: +41 43 888 6262 
Fax:  +41 43 888 6263 
E-mail: info.switzerland@henderson.com 
 

NORDICS 
Henderson Global Investors 
201 Bishopsgate 
London EC2M 3AE 
United Kingdom 
Tel:  +44 20 7818 1818 
Fax:  +44 20 7818 1819 
E-mail:  sales.support@henderson.com 

 
 
 
Important Information 
This document is solely for the use of professional intermediaries and is not for general public distribution. 
Please read the prospectus before investing 
 
The Henderson Horizon Fund (the “Fund”) is a Luxembourg SICAV incorporated on 30 May 1985. This document is intended solely for the use of professionals and 
is not for general public distribution. Any investment application will be made solely on the basis of the information contained in the Fund’s full prospectus (including 
all relevant covering documents), which will contain investment restrictions. This document is intended as a summary only and potential investors must read the 
Fund’s full prospectus before investing. A copy of the Fund’s full and simplified prospectuses can be obtained from Henderson Global Investors Limited in its 
capacity as Investment Manager and Distributor. 
 
Issued in the UK by Henderson Global Investors. Henderson Global Investors is the name under which Henderson Global Investors Limited (reg. no. 906355) 
(incorporated and registered in England and Wales with registered office at 201 Bishopsgate, London EC2M 3AE and authorised and regulated by the Financial 
Services Authority) provide investment products and services. Telephone calls may be recorded and monitored. 
 
Nothing in this document is intended to or should be construed as advice. This document is not a recommendation to sell or purchase any investment. It does not 
form part of any contract for the sale or purchase of any investment. 
 
Past performance is not a guide to future performance. The performance data does not take into account the commissions and costs incurred on the issue and 
redemption of units. The value of an investment and the income from it can fall as well as rise and you may not get back the amount originally invested. Tax 
assumptions and reliefs depend upon an investor’s particular circumstances and may change if those circumstances or the law change. 
 
The Fund is a recognised collective investment scheme for the purpose of promotion into the United Kingdom. Potential investors in the United Kingdom are advised 
that all, or most, of the protections afforded by the United Kingdom regulatory system will not apply to an investment in the Fund and that compensation will not be 
available under the United Kingdom Financial Services Compensation Scheme. 
 
A copy of the Fund’s full and simplified prospectuses, articles of incorporation, annual and semi-annual reports can be obtained free of cost from the Fund’s: Austrian 
Paying Agent Raiffeisen Zentralbank Österreich AG, Am Stadtpark 9, A-1030 Vienna; French Paying Agent  BNP Paribas Securities Services, 3, rue d’Antin, F-
75002 Paris; German Information Agent Marcard, Stein & Co, Ballindamm 36, 20095 Hamburg; Belgian Financial Service Provider Dresdner Van Moer Courtens 
S.A./N.V. Société de bourse, Drève du Prieuré 19, 1160 Bruxelles; Liechtenstein Paying Agent and Representative VP Bank AG, Aeulestrasse 6, LI-9490 Vaduz; 
Spanish Representative Allfunds Bank S.A. Estafeta, 6 Complejo Plaza de la Fuente, La Moraleja, Alcobendas 28109 Madrid; or Swiss Representative Fortis 
Foreign Fund Services AG, Rennweg 57, 8021 Zurich. Fortis Banque (Suisse) S.A., Rennweg 57, 8021 Zurich is the Paying Agent in Switzerland. 

 


