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While investor sentiment towards European smaller companies has been inevitably affected by the ongoing debt crisis in
the region, we believe that the fall in markets over the last 12 months has exposed some compelling value for bottom-up
stock pickers.

A key factor underpinning this view is that, unlike their large-cap peers, European small-cap equities are predominantly
driven by stock specific issues, rather than external macroeconomic forces. This means that stock selection is vital when
investing in smaller companies and we place significant emphasis on company research as we try to identify firms with
strong balance sheets, sustainable margins and quality management.

This strategy underpins a strong long-term performance record and our preference for firms displaying “quality”
characteristics has also rewarded investors in the year-to-date, with the Baring Europe Select Trust returning 10.2% in
Sterling terms. Over the same period, the HSBC Smaller Companies Europe ex UK Index has delivered just 0.8%*.

Despite the weak outlook for growth in Europe, we are encouraged that there are smaller companies in the region which
continue to flourish. French payment services provider Ingenico is a case in point and the company continues to register
strong results due to its exposure to the growing trend for mobile commerce solutions.

While stock selection leads us to maintain a clear preference for core markets such as Germany and France, the recent
performance of Spanish Health Care firm Grifols and Italian bank Banca Generali highlight that it is possible for individual
companies in the periphery to shine and prosper if they offer competitive products, valuable services or have exposure to
resilient growth in the US and the emerging markets.

We remain alert to the valuation discrepancy between the North and South and we have recently taken advantage of this to
initiate new holdings in two Spanish companies which we believe have resilient business models and whose operational
performance is not dependent on the health of the Spanish consumer. More generally, European smaller companies remain
attractively valued, in our view, with valuations still well below their long-term averages on a variety of measures.

Although recent comments by European Central Bank President Mario Draghi to do “whatever it takes” to safeguard the
euro are encouraging, it remains difficult to be anything more than cautious on the near-term outlook for economic activity in
Europe. However, recent months have shown that it is possible for some stocks to perform well irrespective of the
macroeconomic backdrop and we believe that there is significant potential for selected smaller companies to continue to
perform strongly in the coming months.

Nick Williams
Investment Manager, Baring Europe Select Trust
Baring Asset Management, London

*Past performance is not a guide to future performance. Source: Barings, Morningstar, as at 31% July 2012. On a NAV per unit basis with net
income reinvested, in Sterling terms.
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IMPORTANT INFORMATION

This document is approved and issued by Baring Asset Management Limited, authorised and regulated by the Financial Services Authority and in jurisdictions other
than the UK it is provided by the appropriate Baring Asset Management company/affiliate whose name(s) and contact details are specified herein. This is not an offer to
sell or an invitation to apply for any product or service of Baring Asset Management and is by way of information only. Before investing in any product, we recommend
that recipients who are not professional investors contact their financial adviser.

The Key Investor Information Document (KIID) must be received and read before investing. All other relevant documents relating to the product such as the Report and
Accounts and Prospectus should also be read. The information in this document does not constitute investment, tax, legal or other advice or recommendation or, an
offer to sell or an invitation to apply for any product or service of Baring Asset Management.

Investment involves risk. The value of any investments and any income generated may go down as well as up and is not guaranteed. Past performance is not a
guide to future performance. Where yields have been quoted they are not guaranteed. Changes in rates of exchange may have an adverse effect on the value, price
or income of an investment. There are additional risks associated with investments (made directly or through investment vehicles which invest) in emerging or
developing markets. Investments in higher yielding bonds issued by borrowers with lower credit ratings may result in a greater risk of default and have a negative
impact on income and capital value. Income payments may constitute a return of capital in whole or in part. Income may be achieved by foregoing future capital growth.
We reasonably believe that the information contained herein from 3rd party sources, as quoted, is accurate as at the date of publication. The information and any
opinions expressed herein may change at any time. This document may include internal portfolio construction guidelines. As guidelines the fund is not required to and
may not always be within these limits. These guidelines are subject to change without prior notice and are provided for information purposes only.

This document may include forward looking statements which are based on our current opinions, expectations and projections. We undertake no obligation to update
or revise any forward looking statements. Actual results could differ materially from those anticipated in the forward looking statements.

Compensation arrangements under the Financial Services and Markets Act 2000 of the United Kingdom will not be available in respect of any offshore fund. Shares in
the Fund are not available in any jurisdiction in which the offer or sale would be prohibited; in particular the Fund may not be sold directly or indirectly in the US or to a
US person. Subscriptions will only be received and shares issued on the basis of the current Prospectus.
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