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In recent months Europe has been the focal point of the debate surrounding public debt levels, with Greece 
acting as the lightning rod for anxiety surrounding high national debt and structural budget deficits. The 
country is not alone, with Portugal, Spain and the UK all vying to follow Greece and Ireland in adopting 
austerity measures to keep the bond vigilantes at bay.  
 
The issue takes on a broader dimension because of the single currency, which formally links countries 
together. Whilst the UK enjoys the freedom of a floating currency to release pressure on the economy no 
such outlet exists for eurozone members who must cope with whatever level of euro the market deems 
appropriate. For Greek companies this has made life awkward, particularly in terms of financing. Even 
companies with reliable and defensive earnings such as Greek utility companies have to contend with the 
piercing critique that their debt is in ‘hard’ euros yet their earnings are generated in Greece, and as such 
may be vulnerable to a currency devaluation if the country was forced out of the euro. Equity markets have 
swung wildly as investors fret about the implications. 
 
There are, however, two sides to every coin and amid all the reports of Greece struggling, many 
commentators forget that the weaker euro and low interest rates have been of benefit to companies and 
countries elsewhere in the eurozone. The graph below highlights that orders for German plant and 
machinery have recovered dramatically. The German Mittelstand – small and medium-sized businesses – 
are performing well as growth in the global economy devours their output.  
 

 
Source: Datastream, VDMA 

 
Any notion of Greece exiting the euro is therefore unlikely to be welcomed by Germany. Not only would it 
potentially weaken the wider European project but any retrenchment to a eurozone of core countries would 
likely lead to a re-rating of this ‘core’ euro and ultimately punish German exporters. Below the surface 
Germany is likely to be an enthusiastic supporter of the €750bn funding facility to support eurozone 
members.  
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More widely, many investors overlook the fact that the travails of the last few years have forced efficiencies 
across many companies and it is only fair that shareholders should now benefit. Ironically, gloomy headlines 
regarding belt-tightening and possible economic slowdown play into the hands of companies as employees 
are less aggressive in wage demands. With costs held in check, more revenue drops down to the bottom 
line, making consensus earnings growth forecasts for European companies of 39% in 2010 and 21% for 
2011 eminently achievable.  
 
Good companies, however, have a habit of doing well irrespective of the economic situation. Obsessing 
about market movements can, therefore, distract investors from good investment opportunities. Within the 
Henderson Horizon European Growth Fund we try to focus on companies that operate in niche markets or 
are the quality players in what they do. These are the sort of companies that we know have the product and 
know-how to survive a downturn and profit from a recovery.  
 
A good example is Fuchs Petrolub, the lubricants business. This company distributes specialist lubricants 
that are key to prolonging the life of machinery or meeting strict safety guidelines. Health and safety has 
been brought to the fore with the BP oil spill so for many companies they are prepared to pay up for quality, 
especially on such a minor cost as lubricants, ensuring repeat business for Fuchs quality products. The 
same is true of Kone, the lift manufacturer. The company is well respected in the industry and builders trust 
in its products. This reputation is helping drive sales in fast-growing overseas markets such as China. 
Moreover, maintenance contracts ensure that revenues from original equipment sales are complemented by 
recurrent earnings from its after-sales servicing. 
 
There is currently a mismatch between what the management of many European companies are reporting in 
terms of improving earnings and sales and the price accorded to these companies by the market. By 
ignoring the market noise it is possible to take positions in companies with strong potential at even more 
attractive valuations. 
 
 
Richard Pease, 21 June 2010 
 



 

 

For further information on the Henderson Horizon fund range please contact your local sales office 
or visit our website: www.henderson.com 
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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. 
 
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.  If you 
invest through a third party provider you are advised to consult them directly as charges, performance and terms and conditions may differ 
materially. 
 
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; 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.  BNP Paribas (Suisse) S.A., Place de Hollande 2, 1204 Genf is the Paying Agent in 
Switzerland. 


