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©) Why invest in European

¥ smaller companies

+ We believe European equity investors should have a meaningful allocation to smaller companies for
several reasons:

- since January 2001, small caps have outperformed their larger peers across all regions, with their
performance especially strongin Europe

- historical data indicates that incorporating an active small-cap approach slightly increases overalll
risk but significantly enhances risk-adjusted returns

- the asset class provides diversification benefits as part of a broader portfolio.

Despite this, while smaller companies represent 14% of the European equity market capitalisation,
investor allocations to small-cap funds or strategies account for only 7-10% of European
equity portfolios.

Currently, attractive valuations and earnings growth, combined with the potential for
outperformance in a rate-cutting environment, present an opportune time to allocate or increase
existing holdings in small caps.

The case for European smaller companies






&)) Introduction

Head of Smaller Companies, Andrew Paisley, leads our European Smaller
Companies strategy, with assistance from Tzoulianna Leventi. Both are part
of our dedicated Smaller Companies Team, based in Edinburgh.

We take a bottom-up approach, investing in companies with attractive quality,
growth and momentum characteristics, and holding these companies for the long
term. To aid this approach, the team uses our proprietary quants screening tool to
steer research efforts towards the most attractive opportunities.

Andrew Paisley Tzoulianna Leventi Graham McCraw
Head of Investment Senior Equities
Smaller Companies Manager Investment Specialist
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Small caps have
outperformedin dllregions

..but nowhere more so than Europe.

MSCI defines small caps as the bottom 14% of each
market. Since January 2001, when data began, the
asset class has outperformed large caps in every
region and globally.

Small-cap outperformance relative
to larger peers, since 2001
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Source, Morningstar Direct, 01/10/01-31/10/24. Annualised relative outperformance
of MSCI Small Cap Index vs broader MSClI Index Past performance does not predict
future returns.

What drives this performance? First, it's easier to grow
earnings from a smaller base. Second, many smaller
companies are often nimble and agile, allowing them to
respond to changing market dynamics and capitalise
on emerging trends. Finally, smaller companies receive
less attention from analysts and investors. This can lead
to undervaluation and the potential for meaningful price
appreciation when the companies deliver.

Europe is the standout performer, followed by the UK
(the largest constituent of the European universe at 32%).

The case for European smaller companies

Earnings CAGR (20 years)

o = N oW~ OO0 N

MSCI Europe

MSCI Europe Small

Source: Factset, 31/12/04 to 29/12/23.

Last 12 months, earning per share and total returns (USD) Past performance does not
predict future returns.

The 7.3% compound annual growth rate (CAGR) earnings
growthis high in a European context and internationally,
with the S&P500 Index delivering 6.2% CAGR over the
same period.

Superior earnings growth has also been a key driver of
long-term returns, for European small and large caps.

However, this is just index-level data. Skilled active
managers have the potential to add significant alpha
over the long term, as demonstrated by several of
aberdeen Investments' flagship small-cap strategies
(we'llcome to that).



European small caps have outperformed
large caps by 3.4% p.a. since January 2001.

Source, Morningstar Direct, 01/10/01-31/10/24.
Annualised relative outperformance of MSCI Small Cap
index vs broader MSClindex Past performmance does
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Why smaller companies
don't outperform all the time

MSCI Europe Small versus MSCI Europe (rolling three-year returns)
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Source: Morningstar Direct, 31/12/2024. Past performance does not predict future returns.

Smalll caps don't always outperform. For example, recent

years have been challenging, as we can see from the rolling

three-year performance chart MSCI Europe Small versus

MSCI Europe Index, which represents large caps. However,

recent years have not been the norm, with small caps
outperforming 75% of all rolling three-year periods.

This recent underperformance was due to several factors:
the rapid rise in inflation and subsequent dramatic climbin
interest rates, the war in Ukraine, supply-chain disruptions,
and several additional macroeconomic concerns. But
there's another factor at play: index composition.

The case for European smaller companies

Over the last three years, a few heavyweight names
have driven the large-cap index, with Novo Nordisk, Shell,
Novartis, SAP, and HSBC all up over 50%.

By contrast, the sheer weight and diversity of smaller
companies mean it's impossible for a handful of names -
no matter how well they perform - to drive the entire index.

This brings us to the importance of an active approach.



An asset class where
active investing can thrive

European equities - what percentage of the 100 highest returning stocks are
large caps and small caps?
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Source: Aberdeen Investments, Factset, 31/12/202. Past performance does not predict future returns.

Looking at stock-level returns, on a discrete annuall
basis, the highest returns often come from lower down
the market cap spectrum. The chart above shows the
percentage of the top-performing 100 European stocks
(combining MSCI Europe and MSCI Europe Small Cap)
by market cap. As we can see, small-cap outperformers

heavily outweigh large caps. This trend has even been
evident over the last three, difficult years.

The case for European smaller companies

This, though, doesn't tell the whole story. Over the past five
years, only 40% of stocks in the European small-cap index
have outperformed, highlighting the need to be selective.
That's why skilled active managers can potentially deliver
compelling returns above the benchmark.

They can pick the winners from the laggards in the
small-cap universe.




The return argument s
compelling, but what
about risk?

Impact on standard deviation Impact on risk-adjusted returns
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Past performance does not predict future returns. Past performance does not predict future returns.

Smaller companies are inherently riskier than their larger, the risk-adjusted returns of separate portfolios. Indeed,
more established peers. Over the long term, however, data on blended portfolios shows investors could make
we believe small caps’ higher returns and attractive a meaningful allocation to the asset class without
diversification benefits more than compensate for the significantly increasing overall risk. Investors have also
additional risk. been rewarded with higher risk-adjusted returns

(see second chart above). This demonstrates that
a diversified approach can reduce the volatility of
individual assets while still offering an attractive return.

Plus, much of this risk is tied to early-stage companies that
have yet to deliver a profit or that operate in highly cyclical
parts of the market. When you filter out these businesses

- as we do - the risk level of the remaining subsetisn't as

high as many imagine. Importantly, these companies also

have the potential to deliver substantial returns over time. Over the long term, small caps’
What about the European strategy? Since its inception, higher levels of return and
the strategy has recorded a higher standard deviation attractive diversification benefits

than the MSCI Europe Index (18.7 versus 14.9). This is more

volatile and riskier than the broader market index (see first more than compenscte for the

chart above). additional risk.
Nonetheless, we think it's a mistake to focus on standalone Andrew Paisley
volatility. It's important to consider how blending different Head of Smaller Companies

assets can have a positive effect. We should also consider

The case for European smaller companies



Diversification
benefits

Euro Small Cap strategy vs Euro Large Cap
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Source: Aberdeen Investments, MSCI. Relative weight of Aberdeen European Smaller Companies strategy vs MSCI Europe 31/10/2024.

Past performance does not predict future returns.

A meaningful allocation to small caps can offer significant
diversification benefits. Due to their revenue sources

and sector allocations, small caps give investors access

to different risk characteristics compared to large-

cap stocks. Additionally, small caps tend to be more
domestically focused than larger peers and often operate
in the most dynamic areas of the European market,
notably industrials and consumer discretionary.

This diversity is reflected in our small-cap strategy, which
you can see in the charts on this page.

The case for European smaller companies
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How much should investors
allocate to European

small caps?
7% 10%

According to Morningstar, only 7% of eVestment data shows only10%
the total European equity fund assets of total strategy AUM is invested
under management (AUM) are in small caps

invested in smaller companies

Proportion of all European Equity
allocations (Morningstar)

‘ Small Cap Funds

' Large Cap Funds

The case for European smaller companies

14%

These percentages are below the
14% weight that small caps represent
within the broader European equity
market cap, as defined by MSCI.




Is now the time
to invest?

We believe an allocation to the asset class should be long-term and strategic. However,
two factors currently heighten the attractiveness of small caps: valuations and rate cuts.

1. Valuations

European small caps are the cheapest of all regions, significant stress in financial markets, and the outlook
trading at a 12-month forward price earnings (P/E) for smaller companies was challenging.

ratio of 13.7x. Today, while there are risks, we think the outlook for

The last time relative valuations compared to large caps smaller companies versus large caps is far more
were around this level was 2008, during the height of the favourable than it was in 2028. This makes current
Global Financial Crisis (see chart). This was a period of valuations especially compelling.

Relative 12-month forward P/E of MSCI Europe Small vs MSCI

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
@ Relative best P/E ratio (light blue line) @ Long-term average relative to P/E ratio

Source: Aberdeen Investments, factset, 31/12/2024. Past performance does not predict future returns.

2008

The last time European smalll caps were this cheap relative

to larger peers

The case for European smaller companies




Is now the time
to invest?

12-month forward-earnings growth and valuations
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Source: Aberdeen Investments, and Bloomberg, 31/12/2024. Past performance does not predict future returns.

Growth and valuations

One common reason clients won't invest is the belief that
‘Europe is cheap, but it lacks growth'. This might be true
when considering gross domestic product or large-cap
growth. However, smaller companies are different.

On a forward-looking basis, European small caps are
expected to grow more quickly than global equities
while trading at a lower valuation (see chart above).

The case for European smaller companies




Is now the time
to invest?

2.Rate cuts

Historical data shows small caps outperform large caps when interest rates are falling. The first graphic shows the
performance of US small, mid and large caps after six and 12 months following a rate cut. The outperformance is clear.
This data refers to the US, but we believe there are enough similarities with their European counterparts to draw similar
conclusions. The second confirms similar outperformance in the UK over 12 months, as measured by the FTSE 100, 250
and Small Cap indices.

Note: we use US and UK data as it is the longest timeframe available (1950s and 1970s, respectively). European Central
Bank data only reaches back to the formation of the euro on 1 January 1999. While there have been several rate-cutting
cycles, this period is not long enough to draw statistical conclusions.

US data since the 1950s UK data since the 1970s

0
Small Mid FTSE Small Cap FTSE 250 FTSE100
. 6 Months . 12 Months

Source: Federal Reserve Board, Haver Analytics, Centre for Research in Security Prices. Source: Berenberg 31/10/2024.
The Chicago Booth School of Business, Jeffries, William Blair, as of 31/10/2023. Past performance does not predict future returns.

While expectations of rate cuts have been pared
back in the US, Europe and the UK are likely to
continue cutting in the second half of the year

due to weak economic growth. This should benefit
European small caps over their large-cap equivalents.

The case for European smaller companies




What's our
approach?

The European strategy has consistently outperformed over the long term

@ Cturopean SmallCompanies @

Source: Morningstar 31/12/2024. Past performance does not predict future returns.

Strategy performance

FTSE Small Cap Developed Europe

1 Year to 31 December 2024 2023 2022 2021 2020 2019 2018 2017 2016 2015
European Smaller Companies strategy 9.25 12.38 -35 341 1547 40.1 -1239 2164 -4.16 35.64
FTSE Small Cap Developed Europe 575 11.42 -2056 2573 0.36 3159 -1509 17.73 0.08 211

Source: Morningstar Direct, 31 December 2024, euros total returns.

Performance Data: European Smaller Companies strategy in euro, Benchmark - FTSE Developed Europe Small Cap Index (EUR).

Since the 1990s, we've been applying the same process to
manage smaller companies. We launched our European
strategy in 2007. We favour quality, growth stocks with
clear earnings growth visibility and business momentum.
We also invest in businesses with robust profitability,

good cash flow, strong management, and sound ESG
(environmental, social and governance) standards.

High barriers to entry, unique growth drivers and pricing
power are also attractive characteristics.

We've found that consistently applying our investment
approach through different market cycles, combined with

The case for European smaller companies

hard work and focusing on the long term, helps us
deliver significant long-term outperformance.

The result? Our European portfolio's 4.8% per annum
(p.a.) outperformance over 17 years.

We haven't always outperformed - no active manager
has - and there have been times when our style was out
of favour. However, these periods have been relatively
short. Over the long term (rolling five-year periods),
we've outperformed 100% of the time, by an average

of over 4% p.a.
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Final
thoughts...

European smaller companies remain
underrepresented in investor portfolios.
We believe they are missing out.

Small caps have outperformed large
caps over the long termin every region
and globally, with Europe leading the
pack. Many small caps are nimble and
agile, able to capitalise on changing
market dynamics and respond to the
ever-evolving investment landscape.
They also offer diversification benefits
thanks to their varied revenue sources,
while many operate in niche markets
not found in the large-cap space.

Risk will always be a concern for
investors. However, this can be
mitigated through an active
investment approach and blended
portfolios. A focus on high-quality,
profitable companies has also
been a profitable approach.

With current attractive valuations and
the potential for outperformance in
arate-cutting environment, we
believe itis an excellent time for
investors to consider increasing their
holdings in European small caps.

The case for European smaller companies
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For professional clients only - Not for public distribution

In Switzerland for Qualified Investors only - not for use by retail investors

BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its aoffiliates (collectively "Bloomberg").
BARCLAYS® is a trademark and service mark of Barclays Bank Plc (collectively with its aoffiliates, "Barclays”), used under
license. Bloomberg or Bloomberg's licensors, including Barclays, own all proprietary rights in the Bloomberg Barclays
Indices.

The MSClinformation may only be used for your internal use, may not be reproduced or re-disseminated in any form
and may not be used as a basis for or a component of any financial instruments or products or indices. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from marketing) any
kind of investment decision and may not be relied on as such. Historical data and analysis, should not be taken as an
indication or guarantee of any future performance analysis forecast or prediction. The MSClinformation is provided on
an'asis' basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of
its affiliates and each other person involved in or related to compiling, computing or creating any MSCl information

(collectively, the 'MSCI' Parties) expressly disclaims all warranties (including without limitation, any warranties of
originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose)
with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI Party have any liability for
any direct, indirect, special, incidental, punitive, consequential

(including, without limitation, lost profits) or any other damages (www.msci.com).”

FTSE International Limited (FTSE") © FTSE 2025. 'FTSE®' is a trade mark of the London Stock Exchange Group companies
and is used by FTSE International Limited under licence. RAFI® is a registered trademark of Research Affiliates, LLC. All
rights in the FTSE indices and / or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any
liability for any errors or omissions in the FTSE indices and / or FTSE ratings or underlying data. No further distribution of
FTSE Data is permitted without FTSE's express written consent.

© 2025 Morningstar. All Rights Reserved. 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 Morningstar's
Analyst Rating, including its methodology, please go to:

http://corporate.morningstar.com/us/documents/MethodologyDocuments/AnalystRatingforFundsMethodology.pdf

Past performance does not predict future returns. The value of investments, and the income from them, can go down as
well as up and clients may get back less than the amount invested.

The Fund Management company may terminate arrangements for marketing the fund under the Cross-border
Distribution Directive denctification process.

The information contained herein including any expressions of opinion or forecast have been obtained from or is based
upon sources believed by us to be reliable but is not guaranteed as to the accuracy or completeness.

Any data contained herein which is attributed to a third party ("Third Party Data") is the property of (a) third party
supplier(s) (the "Owner”) and s licensed for use Aberdeen*. Third Party Data may not be copied or distributed. Third
Party Datais provided "as is” and is not warranted to be accurate, complete or timely. To the extent permitted by
applicable law, none of the Owner, Aberdeen* or any other third party (including any third party involved in providing
and/or compiling Third Party Data) shall have any liability for Third Party Data or for any use made of Third Party Data.
Neither the Owner nor any other third party sponsors, endorses or promotes the fund or product to which Third Party
Datarelates.

* Aberdeen means the relevant member of Aberdeen Group, being abrdn plc together with its subsidiaries, subsidiary
undertakings and associated companies (whether direct or indirect) from time to time.
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Disclaimers

The information contained in the document is only intended for qualified investors pursuant to Art. 10(3) and (3ter) of the
Swiss Federal Law of Collective Investment Schemes ("CISA"). The information is being given only to those persons who
have received this document directly from abrdn Investments Switzerland AG ("AlS") and must not be acted or relied
upon by persons receiving a copy of this document other than directly from AIS. No part of this document may be copied
or duplicated in any form or by any means or redistributed without the written consent of ASIS. The information contained
herein including any expressions of opinion or forecast have been obtained from or is based upon sources believed by us
to be reliable but is not guaranteed as to the accuracy or completeness.

Tax treatment depends on the individual circumstances of each investor and may be subject to change in the future.
You should obtain specific professional advice before making any investment decision.

abrdn SICAV ll'is a Luxembourg-domiciled UCITS fund, incorporated as a Société Anonyme and organized as a Société
d'Investissement & Capital Variable (a "SICAV"). The fund has been authorised for public sale in certain jurisdictions and
private placement exemptions may be available in others. Itis not intended for distribution or use by any person or entity
thatis a citizen or resident of or located in any jurisdiction where such distribution, publication or use would be prohibited.

The information contained in this marketing document is intended to be of general interest only and should not be
considered as an offer, investment recommendation or solicitation to deal in the shares of any securities or financial
instruments. Subscriptions for shares in the fund may only be made on the basis of the latest prospectus, relevant Key
Investor Information Document (KIID) or Key Information Document (KID) as applicable, together with the latest audited
annual report (and subsequent unaudited semi-annual report, if published) and and, in the case of UK investors, the
Supplementary Information (SID) for the fund which provides additional information as well as the risks of investing.
These may be obtained free of charge from the Fund Management company abrdn Investments Luxembourg S.A.

35a, Avenue J.F. Kennedy, L-1855 Luxembourg, on our website, or the local paying agents detailed below. Prospective
investors should read the prospectus carefully before investing.

In Switzerland these documents along with the fund's articles of association can be obtained from the fund's
Representative, First Independent Fund Services LTD, Feldeggstrasse 12, 8008 Zurich, Switzerland and Paying Agent,
NPB Neue Privat Bank AG, Limmatquai 1, 8001 Zurich, Switzerland

In Spain, these documents can be obtained from Allfunds Bank S.A., ¢ / Estafeta n°6 (La Moraleja), Plaza de la Fuente
Complex -Building 3-28109, Alcobendas -Madrid- Spain. For the purposes of distribution in Spain, the Company has
been registered with the Comisidn Nacional del Mercado de Valores under the number 814.

In France, these documents can be obtained from the Centralising Correspondent Agent CACEIS Bank France, 3,
rue d'Antin,1/3 Place Valhubert, 75013 Paris, France.

In Italy these documents can be obtained from the Paying Agent, State Street Bank S.p.A, 10 Via Ferrante Aporti,
20125 Milano.

These documents are also available on wwwe.eifs.lu/abrdn, including; the articles of association; Information on how
orders (subscription, repurchase and redemption) can be made and how repurchase and redemption proceeds are
paid; Information and access to procedures and arrangements related to investors' rights and complaints handling.

In the United Kingdom, deemed authorised and regulated by the Financial Conduct Authority. Details of the
Temporary Permissions Regime, which allows EEA-based firms to operate in the UK for a limited period while seeking
full authorisation, are available on the Financial Conduct Authority’'s website. Under Luxembourg law, there is no
compensation scheme available to UK investors in funds managed by such firms, which includes this fund.

Austria, Belgium, Denmark, Finland, France, Germany, Iceland, Italy, Ireland, Luxembourg, Netherlands, Norway,
Portugal, Spain and Sweden: Issued by abrdn Investments Luxembourg S.A. 350, Avenue J.F. Kennedy, L-1855
Luxembourg. R.C.S.B120637. Authorised in Luxembourg and regulated by CSSF.

Switzerland: Issued by abrdn Investments Switzerland AG. Registered in Switzerland (CHE-114.943.983)
at Schweizergasse 14, 8001 Zurich.
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