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The Fund seeks long-term capital appreciation primarily through investment in European equities.

Investments in funds involve risks, including the loss of principal.
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The shares of most closed-end funds, including the Fund, are not continuously offered. Once issued, shares of
closed-end funds are bought and sold in the open market. Shares of closed-end funds frequently trade at a discount to
net asset value. The price of the Fund's shares is determined by a number of factors, several of which are beyond the
control of the Fund. Therefore, the Fund cannot predict whether its shares will trade at, below or above net asset
value.

This Fund is diversified and primarily focuses its investments in equity securities of issuers domiciled in countries that
are members of the European Union, thereby increasing its vulnerability to developments in that region. Investing in
foreign securities, particularly those of emerging markets, presents certain risks, such as currency fluctuations,
political and economic changes, and market risks. Any fund that concentrates in a particular segment of the market
will generally be more volatile than a fund that invests more broadly.

The European Union, the United States and other countries have imposed sanctions on Russia as a result of the
Russian military intervention in Ukraine. These sanctions have adversely affected Russian individuals, issuers and the
Russian economy, and Russia, in turn, has imposed sanctions targeting Western individuals, businesses and products
including food products. The various sanctions have adversely affected, and may continue to adversely affect, not only
the Russian economy but also the economies of many countries in Europe. Potential developments in Ukraine, and the
continuation of current sanctions or the imposition of additional sanctions may materially adversely affect the value of
the Fund’s portfolio.

In June 2016, citizens of the United Kingdom voted that the United Kingdom should leave the European Union.
Significant uncertainty exists regarding the timing and terms of the United Kingdom's anticipated withdrawal from the
European Union and the effects such withdrawal may have on the United Kingdom, other European countries and the
global economy.

Deutsche Asset Management represents the asset management activities conducted by Deutsche Bank AG or any of
its subsidiaries.

NOT FDIC/NCUA INSURED NO BANK GUARANTEE MAY LOSE VALUE NOT A DEPOSIT NOT INSURED
BY ANY FEDERAL GOVERNMENT AGENCY

Letter to the Shareholders (Unaudited)
Dear Shareholder,

For the year 2016, European stock markets had another positive year in local currency terms. In euro terms, the MSCI
Europe Index had a total return of +3.1% and the German DAX +6.9%.! The euro depreciated against the USD by
3.1%.

During the 12-month period ended December 31, 2016, the European Equity Fund, Inc.’s total return in U.S. dollars
(USD) was —1.52% based on net asset value and —3.31% based on market price. During the same period, the total return
of the Fund’s benchmark, the MSCI Europe Index, was —0.40%.

Equity markets experienced unusual volatility in the first quarter caused by credit-related fears: The continued drop in
oil prices produced additional stress for the U.S. high-yield bond market given the largely debt-financed U.S. shale
gas boom; at the same time, persistently weak economic data from China brought fears of a large expansion of bad
debt. In contrast, European leading indicators such as indices tracking manufacturing activity levels, stayed in
expansionary territory. The resulting market rebound was driven by a lack of corporate earnings disappointment and
dovish global central bank policies. The European Central Bank (ECB) raised its monthly asset buying program and,
surprisingly, announced the buying of corporate bonds.
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Economic leading indicators in Europe stayed in positive territory throughout the year. High readings of the German
Ifo Business Climate Index pointed to an expansionary economic phase.3 The remaining Eurozone PMIs entered the
recovery phase.* Consumer confidence was supported by low oil prices and rising wages. Eurozone GDP growth
reached approximately +1.9% for the year, higher than initial consensus estimates of +1.5%.3

Diverging growth trends continued for European exporters between North America and China. The tightening U.S.
labor market gave continued strength to the consumer, and, therefore, to imports. In China, however, the previously
high growth rates slowed further, reducing demand for imports. Leading indicators disappointed and the yuan
devalued further, causing capital flight. Importantly, a demand-driven rise in the oil price restored confidence

in global economic growth.

Companies’ earnings reports were additional drivers of market moves. After weak reports in Q1, the lack of wider
disappointments in subsequent quarters was enough to support equity prices. As the year progressed, positive surprises
increasingly outnumbered negative ones. Since Q2, revenues, which were driven by decent demand, grew slightly,
while margins improved. Again, corporations were able to generate high cash balances. Merger & acquisition activity,
as well as buybacks and dividend increases, helped to support market valuations.

Political events did not deter these trends. The two major surprises were the U.K. referendum on European Union

(EU) membership with its majority "out" vote and Donald Trump’s winning the U.S. presidential election. Despite dire
predictions of the consequences of these outcomes, in both cases, equity markets actually turned positive. In the case
of the U.S. election, Trump’s conciliatory post-election statement triggered a sharp bounce in equity markets. Investors
focused on Trump’s plans to boost infrastructure spending, cut corporate taxes and roll back regulation. The mining,
health care, banking and defense segments rallied. The final risk event of the year, the Italian reform referendum, was
largely ignored by the markets, and an Italian banking crisis was averted by a combination of government support and
equity increases.

The performances of equity sectors diverged greatly. The biggest losers of 2015, the materials and energy sectors,
became the biggest gainers of 2016, with +26% and +25%, respectively. Industrials also did well, with +8%. There

were two double-digit losers: health care at —12% and telecommunication services at —16%. The biggest surprise was the
rotation away from stocks with quality and defensive growth characteristics to cyclical-value and interest-sensitive
stocks such as banks, which started in August with the positive earnings season and accelerated with the U.S.

elections.

Accordingly, the Fund’s portfolio, with its defensive strategy of focusing on quality criteria, experienced strong
relative outperformance during the first half of the year, which was lost in the substantial rotation during the second
half. Changes to the portfolio starting in Q3 and continuing into Q4, reducing defensive growth stocks while
increasing cyclical value stocks, mitigated second half underperformance. Hence, the Fund was able to generate
positive returns in the second half of the year and lower volatility returns during the whole year.

The aforementioned rotation led to reductions of the portfolio weight invested in health care and telecommunication
stocks, both long duration sectors, versus a significant increase in industrials. In the latter, we added a diverse mix of
companies each with its own catalysts for growth. Of the four new industrial stocks we added in the second half of the
year, three have a more cyclical profile, while selling one with a more defensive profile. Earnings events were in sum
positive for the portfolio holdings.

The Fund’s discount to net asset value averaged 11.9% for the year 2016.
Ten Largest Equity Holdings at December 31, 2016 (31.4% of Net Assets) Country Percent

1. Royal Dutch Shell PLC Netherlands 3.3 %
2. AXA SA France 3.3%
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3. Securitas AB Sweden  3.2%
4. Allianz SE Germany 3.2%
5. Merck KGaA Germany 3.2%
6. SAP SE Germany 3.2%
7. Lagardere SCA France 3.1%
8. Heineken NV Netherlands 3.0 %
9. Daimler AG Germany 3.0%
10. ING Groep NV Netherlands 2.9 %

Portfolio holdings and characteristics are subject to change and not indicative of future portfolio
composition.

For more details about the Fund's Schedule of Investments, see page 11. For additional information
about the Fund, including performance, dividends, presentations, press releases, market updates,
daily NAV and shareholder reports, please visit deutschefunds.com.

Economic Outlook

A year ago, we emphasized that achieving further gains for equities would become more challenging. Now, after a
year of markets moving sideways, the foundation for European equities seems more solid.

Economic leading indicators for Europe stayed in positive territory, confirming the likelihood of a globally
synchronized economic upturn. In comparison to other regions, Europe’s export driven economy offers higher leverage
to global growth. From a bottom-up perspective, we can observe forecasts for earnings growth being revised
positively. For the first time in six years, the Earnings Revisions Ratio moved above one.®

The wall of skepticism towards Europe was driven by years of anemic growth and continued political risks. The large
valuation gap to the U.S. now adequately reflects the latter. Therefore, as earnings come through during 2017, we
believe European equities should be well positioned to perform. Outflows out of Europe by global investors were high
throughout 2016, but stopped towards year-end.

In contrast, investors do need to keep in mind a number of risks that could unfold this year. Important political events
include the Dutch parliamentary elections in March, the French presidential elections in April and the German
parliamentary elections in September. Both have the possibility of putting the EU breakup theme back on the agenda
of capital markets. Nonetheless, hope for reforms should not be discarded outright. A risk that has turned into an
opportunity for equity markets is the new U.S. administration. However, given the extent of the equity rally, the
potential for disappointment rises. Experience shows that measures such as tax cuts and infrastructure spending can
take much longer than markets have patience for. Perhaps the biggest risk for Europe comes from China, which, in
terms of marginal European growth, is the single most important country. Given high financial leverage, rising
defaults, capital flight and a potential trade war with the U.S., China could trigger a deflationary spiral.

On a stock level, the economic recovery phase, with its shift to riskier stocks, is likely to continue into the first half of
2017. Later in the year, we would then need to see if any of the above-mentioned risks actually materialize. In the
meantime, the outlook for earnings growth in Europe is encouraging.

Mr. Joachim Wagner retired as a Director of the Fund, effective January 13, 2017. The Board thanks Mr. Wagner for
his service to the Fund.

Sincerely,
Christian Strenger Gerd Kirsten Brian Binder
Chairman Portfolio Manager President and Chief

Executive Officer
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The views expressed in the preceding discussion reflect those of the portfolio management team generally
through the end of the period of the report as stated on the cover. The management team's views are subject to
change at any time based on market and other conditions and should not be construed as recommendations. Past
performance is no guarantee of future results. Current and future portfolio holdings are subject to risk.

1 The DAX tracks the performance of the 30 major German companies trading on the Frankfurt Stock Exchange.

2 The MSCI Europe Index tracks the performance of 16 developed markets in Europe. MSCI indices are calculated
using closing local market prices and translated into U.S. dollars using the London close foreign exchange rates.

3 The Ifo Business Climate Index is a monthly survey that measures the business climate in Germany.

4 The Eurozone PMI Index tracks business trends across both the manufacturing and service sectors in the Euro area,
based on data collected from a representative panel of over 5,000 companies (60 percent from the manufacturing
sector and 40 percent from the services sector). The index tracks variables such as sales, new orders, employment,
inventories and prices.

3 The gross domestic product (GDP) is the monetary value of all the finished goods and services produced within a
country's borders in a specific time period.

6 The Earnings Revision Ratio measures the number of stocks for which the consensus earnings per share estimate has
risen, versus the number for which it has fallen.

Outlook Interview with the
Portfolio Manager (Unaudited)

Portfolio Manager
Gerd Kirsten

Question: You mention cyclical value stocks as beneficiaries of the current market rotation. Can you specify how you
respond to this trend?

Answer: For a number of years now, riskier cyclical stocks have been punished by investors given the close-to-zero
growth environment in Europe. A final wave of selling materialized after the Brexit vote, when a European recession
became a likely scenario. However, the factor indicators we follow showed us that quality stocks were starting to lose
momentum. We started reducing some high-quality positions such as Lonza Group Ltd. (pharma ingredients), Essilor
International (eyewear lenses) and Novo Nordisk (diabetes drugs). On the other side, we increased some of our
existing cyclically geared companies that also offered good value, such as Daimler (cars and trucks) and SKF AB (ball
bearings).

Then, in Q4, we added another cyclical value stock with Lanxess (performance chemicals) and two new industrial
stocks that stand to benefit from an expansion of U.S. growth, BAE Systems (defense) and Ashtead Group plc
(construction equipment rental).

Question: Why do you categorize consumer staples and health care stocks as "long duration"?!
Answer: Many of the companies’ business models in these sectors deliver stable and predictable cash flows and their

stocks offer stable dividend payouts. Due to these characteristics, their valuations grew ever higher as interest rates
moved ever lower. The correlation of their stock returns with bonds increased. As soon as the market adopted the
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reflation theme with potentially rising interest rates, these stocks started underperforming. Traditionally, only
telecommunications, utility and real estate stocks were considered bond-like. Having stated this, we do not approach
this from a top-down perspective, but rather differentiate between each stock with our bottom-up analysis.

Question: Would you give up your defensive quality bias, if reflation becomes a sustainable theme??

Answer: First of all, from a top-down point of view, we still live in a largely overleveraged world. Rising rates could
mean rising defaults, in which case a quality bias would be very helpful. The strength of our investment strategy —
which we call "Stability" is its adaptive nature, i.e., we screen with differing factors according to the phase of the
economic cycle. Therefore, in the slowdown and recession phases, our quality bias is high; in the recovery and boom
phases it is lower, but at a minimum at the level of our benchmark, the MSCI Europe Index. This makes it more
difficult to outperform in bull markets, as, for example, deep cyclicals such as mining or steel have difficulty passing
our tough selection criteria. Given this approach, we have largely outperformed in weak markets. In sum, the
reduction in volatility has the potential to pay well over the complete cycle.

I Consumer staples is a sector of the economy selling essential products.

2 Reflation is a fiscal or monetary policy, designed to expand a country's output and curb the effects of deflation or the
reduction in the general level of prices in an economy. Reflation policies can include reducing taxes, changing the
money supply and lowering interest rates.

Performance Summary December 31, 2016 (Unaudited)

All performance shown is historical, assumes reinvestment of all dividend and capital gain distributions, and
does not guarantee future results. Investment return and principal value fluctuate with changing market
conditions so that, when sold, shares may be worth more or less than their original cost. Current performance
may be lower or higher than the performance data quoted. Please visit deutschefunds.com for The European
Equity Fund, Inc.'s (the "Fund'') most recent performance.

Fund specific data and performance are provided for information purposes only and are not intended for
trading purposes.

Average Annual Total Returns as of 12/31/16

1-Year 5-Year10-Year
Net Asset Value@  (1.52)%7.17% (0.99) %
Market Price® 3.31)% 7.17% (1.66)%
MSCI Europe Index® (0.40)% 6.25% 0.36%
2 Total return based on net asset value reflects changes in the Fund's net asset value during each period. Total return
based on market value reflects changes in market value during each period. Each figure includes reinvestments of
income and capital gain distributions, if any. Total returns based on net asset value and market price will differ
depending upon the level of any discount from or premium to net asset value at which the Fund's shares trade during
the period. Expenses of the Fund include investment advisory and administration fees and other fund expenses. Total
returns shown take into account these fees and expenses. The annualized expense ratio of the Fund for the year ended
December 31, 2016 was 1.54%.

b The MSCI Europe Index tracks the performance of 16 developed markets in Europe. MSCI indices are calculated
using closing local market prices and translate into U.S. dollars using the London close foreign exchange rates.

Index returns do not reflect any fees or expenses and it is not possible to invest directly in the MSCI Europe Index.
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The Fund's benchmark was changed as of July 1, 2014 from the MSCI EMU Index to the MSCI Europe Index as a
result of the Fund changing its investment policy.

Net Asset Value and Market Price
As of 12/31/16 As of 12/31/15
Net Asset Value $ 8.76 $ 8.98
Market Price ~ $7.72 $ 8.06
Prices and Net Asset Value fluctuate and are not guaranteed.

Distribution Information

Per Share
Twelve Months as of 12/31/16:

$ .08
Income
Capital Gains $—

Distributions are historical, not guaranteed and will fluctuate. Distributions do not include return of capital or other
non-income sources.

Schedule of Investments as of December 31, 2016

Shares Value ($)
Common Stocks 98.0 %
Germany 19.4%
Aerospace & Defense 2.6 %
MTU Aero Engines AG 16,000 1,852,546
Automobiles 3.0%
Daimler AG (Registered) 29,000 2,162,653
Capital Markets 1.0%
Deutsche Boerse AG 8,600 693,030
Chemicals 1.0%
LANXESS AG 11,400 749,528
Construction & Engineering 2.2 %
HOCHTIEF AG 12,000 1,683,615
Insurance 3.2 %
Allianz SE (Registered) 14,000 2,317,791
Pharmaceuticals 3.2 %
Merck KGaA 22,000 2,300,181
Software 3.2 %
SAP SE 26,000 2,270,402
Total Germany (Cost $12,488,007) 14,029,746
Netherlands 14.4 %
Banks 2.9%
ING Groep NV 150,0002,114,799
Beverages 3.0%
Heineken NV 29,000 2,179,167
Oil, Gas & Consumable Fuels 3.3%
Royal Dutch Shell PLC "B" 82,000 2,384,475

Semiconductors & Semiconductor Equipment 2.8 %
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ASML Holding NV 18,000 2,024,323
Specialty Retail 2.4 %

GrandVision NV 144A 76,000 1,675,369
Total Netherlands (Cost $10,267,053) 10,378,133

France 14.3%
Commercial Services & Supplies 2.2%

Edenred 80,000 1,588,921
Construction & Engineering 1.9 %

Vinci SA 20,000 1,364,523
Energy Equipment & Services 2.7 %

Technip SA 28,000 2,002,158
Health Care Equipment & Supplies 1.1%

Essilor International SA 7,000 792,404
Insurance 3.3%

AXA SA 93,000 2,352,173
Media 3.1%

Lagardere SCA 80,000 2,226,682
Total France (Cost $9,221,101) 10,326,861
Switzerland 13.0%

Biotechnology 2.1%

Actelion Ltd. (Registered)* 7,000 1,518,595
Building Products 2.2 %

Geberit AG (Registered) 4,000 1,606,454
Capital Markets 1.9%

Partners Group Holding AG 2,841 1,333,990
Chemicals 2.8 %

Syngenta AG* 5,025 1,994,624
Life Sciences Tools & Services 1.2%

Lonza Group AG (Registered)* 5,000 867,277
Specialty Retail 2.8 %

Dufry AG (Registered)* 16,000 1,999,213
Total Switzerland (Cost $7,859,783) 9,320,153

United Kingdom 11.7 %
Aerospace & Defense 1.9 %

BAE Systems PLC 188,0001,373,678
Household Products 2.7 %

Reckitt Benckiser Group PLC 23,000 1,956,443
Media 2.6 %

WPP PLC 84,000 1,884,376
Trading Companies & Distributors 2.1%

Ashtead Group PLC 78,000 1,522,384
Wireless Telecommunication Services 2.4 %

Vodafone Group PLC 700,0001,728,123
Total United Kingdom (Cost $8,876,544) 8,465,004

Sweden 8.1%
Commercial Services & Supplies 3.2%
Securitas AB "B" 147,0002,318,576
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Household Products 2.6 %

Svenska Cellulosa AB SCA "B" 65,000 1,839,535
Machinery 2.3%

SKF AB "B" 89,245 1,645,178
Total Sweden (Cost $5,323,693) 5,803,289
Denmark 6.5 %

Chemicals 1.2%

Chr Hansen Holding A/S 16,000 887,414
Marine 2.7 %

AP Moller — Maersk A/S "B" 1,200 1,917,890
Pharmaceuticals 1.0 %

Novo Nordisk A/S "B" 19,241 694,984
Textiles, Apparel & Luxury Goods 1.6 %

Pandora A/S 8,900 1,166,220
Total Denmark (Cost $4,858,536) 4,666,508
Ireland 3.9%

Airlines 1.5%

Ryanair Holdings PLC* 71,000 1,088,603
Food Products 2.4 %

Kerry Group PLC "A" 24,000 1,712,592
Total Ireland (Cost $3,043,390) 2,801,195
Spain 3.9 %

Construction & Engineering 2.5%

Ferrovial SA 100,0001,792,123
Electric Utilites 1.4 %

Red Electrica Corp SA 52,000 982,899
Total Spain (Cost $2,988,000) 2,775,022
Belgium 2.8 %

Banks 2.8%

KBC Groep NV (Cost $1,908,100) 33,000 2,047,196
Total Common Stocks (Cost $66,834,207) 70,613,107

Contracts Value ($)
Put Options Purchased 0.1%
Exchange-Traded Index Options Contracts
EURO STOXX50 Index, Expiration Date 6/16/2017, Strike Price 3,000.00 (Cost $74,068) 70 74,553
Shares Value ($)

Cash Equivalents 2.3%
Deutsche Central Cash Management Government Fund, 0.50% (Cost $1,632,381) (a) 1,632,3811,632,381

10
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% of Net

Assets Value ($)
Total Investment Portfolio (Cost $68,540,656)%** 100.4 72,320,041
Other Assets and Liabilities, Net 0.4) (264,357)
Net Assets 100.0 72,055,684
* Non-income producing security.

** The cost for federal income tax purposes was $68,801,451. At December 31, 2016, net unrealized appreciation for
all securities based on tax cost was $3,518,590. This consisted of aggregate gross unrealized appreciation for all
securities in which there was an excess of value over tax cost of $10,091,046 and aggregate gross unrealized
depreciation for all securities in which there was an excess of tax cost over value of $6,572,456.

(a) Affiliated fund managed by Deutsche Investment Management Americas Inc. The rate shown is the annualized
seven-day yield at period end.

144A: Securities exempt from registration under Rule 144 A of the Securities Act of 1933. These securities may be
resold in transactions exempt from registration, normally to qualified institutional buyers.

For purposes of its industry concentration policy, the Fund classifies issuers of portfolio securities at the industry
sub-group level. Certain of the categories in the above Schedule of Investments consist of multiple industry
sub-groups or industries.

Fair Value Measurements

Various inputs are used in determining the value of the Fund’s investments. These inputs are summarized in three
broad levels. Level 1 includes quoted prices in active markets for identical securities. Level 2 includes other

significant observable inputs (including quoted prices for similar securities, interest rates, prepayment speeds and
credit risk). Level 3 includes significant unobservable inputs (including the Fund’s own assumptions in determining the
fair value of investments). The level assigned to the securities valuations may not be an indication of the risk
associated with investing in those securities.

The following is a summary of the inputs used as of December 31, 2016 in valuing the Fund’s investments.
Assets Level 1 Level 2 Level 3 Total

Common Stocks (b)

Germany $14,029,746$ — $—  $14,029,746
Netherlands 10,378,133 — — 10,378,133
France 10,326,861 — — 10,326,861
Switzerland 9,320,153 — — 9,320,153
United Kingdom 8,465,004 — — 8,465,004
Sweden 5,803,280 — — 5,803,289
Denmark 4,666,508 — — 4,666,508
Ireland 2,801,195 — — 2,801,195
Spain 2,775,022 — — 2,775,022
Belgium 2,047,196 — — 2,047,196
short-Term 1632381 —  — 1,632,381

Instruments (b)

11
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Derivatives (c)

Purchased Options 74,553 — — 74,553
Total $72,320,041$ — $—  $72,320,041
There have been no transfers between fair value measurement levels during the year ended December 31, 2016.
(b) See Schedule of Investments for additional detailed categorizations.

(c) Derivatives include value of options purchased.
The accompanying notes are an integral part of the financial statements.

Statement of Assets and Liabilities

as of December 31, 2016

Assets
Investments in non-affiliated securities, at value (cost $66,908,275) $ 70,687,660
Investment in Deutsche Central Cash Management Government Fund (cost $1,632,381) 1,632,381
Total investments, at value (cost $68,540,656) 72,320,041
Foreign currency, at value (cost $407,745) 407,475
Dividends receivable 34,988
Foreign taxes recoverable 165,469
Interest receivable 244
Other assets 16,100
Total assets 72,944,317
Liabilities
Distributions payable 451,662
Payable for Fund shares repurchased 144,785
Payable for investments purchased 74,870
Investment advisory fee payable 48,483
Payable for Directors' fees and expenses 16,714
Administration fee payable 12,603
Accrued expenses and other liabilities 139,516
Total liabilities 888,633
Net assets $ 72,055,684
Net Assets Consist of
Undistributed net investment income 397,211
Accumulated net realized loss on investments and foreign currency (26,250,197)
Net unrealized appreciation (depreciation) on:

3,779,385
Investments
Foreign currency (17,296)
Paid-in capital 94,146,581
Net assets $ 72,055,684
Net Asset Value
Net assets value per share ($72,055,684 + 8,223,000 shares of common stock issued and outstanding, $8.76

$.001 par value, 80,000,000 shares authorized)
The accompanying notes are an integral part of the financial statements.

Statement of Operations
for the year ended December 31, 2016

12
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Net Investment Income
Income:

Dividends (net of foreign withholding taxes of $222,394)

$ 2,022,567

Income distributions — Deutsche Central Cash Management Government Fund4,059

Securities lending income, net of borrower rebates
Total investment income
Expenses:

Investment advisory fee
Administration fee

Custody and accounting fee

Services to shareholders

Reports to shareholders and shareholder meeting expenses
Directors' fees and expenses

Legal fees

Audit and tax fees

NYSE listing fee

Insurance

Miscellaneous

Net expenses

Net investment income

Realized and Unrealized Gain (Loss)
Net realized gain (loss) from:

Investments

Foreign currency

Net realized gain (loss)

Change in net unrealized appreciation (depreciation) on:

Investments

Foreign currency

Change in net unrealized appreciation (depreciation)
Net gain (loss)

10,783
2,037,409

570,648

148,756
63,637
18,387
58,139
66,953
80,418
79,862
21,250
15,801
17,855
1,141,706
895,703

(4,161,704)

(47,425)
(4,209,129)

1,635,389
(6,547)

1,628,842
(2,580,287)

Net increase (decrease) in net assets resulting from operations
The accompanying notes are an integral part of the financial statements.

Statements of Changes in Net Assets

Increase (Decrease) in Net Assets
Operations:

Net investment income

Net realized gain (loss)

Change in net unrealized appreciation (depreciation)

Net increase (decrease) in net assets resulting from operations
Distributions to shareholders from:

Net investment income

$ (1,684,584)

Years Ended
December 31,
2016 2015

$895,703 $812,641

(4,209,129) (1,668,614)

1,628,842  (609,877)

(1,684,584) (1,465,850)

(624,500) (1,467,412)

13
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Capital share transactions:

Net proceeds from reinvestment of dividends

Shares accepted for tender

Shares repurchased

Net increase (decrease) in net assets from capital share transactions

Total increase (decrease) in net assets

Net assets at beginning of period

Net assets at end of period (including undistributed net investment income of $397,211 and
$163,016, as of December 31, 2016 and December 31, 2015, respectively)
Other Information

Shares outstanding at beginning of period

Shares issued for dividend reinvestment

Shares accepted for tender

Shares repurchased

Shares outstanding at end of period

The accompanying notes are an integral part of the financial statements.

Financial Highlights

Years Ended December 31,
2016 2015 2014 2013 2012
Per Share Operating Performance

Net

asset

vill8e98 $9.32 $9.79 $7.83 $ 6.74
beginning

of period

Income

(loss)

from

investment

OPFEAONSS 09 10 .12

Net
investment
income
(loss)?

Net
realized
and
unrealized

izi.ﬁ(ﬂosi)zs) (50) 1.84 1.23

investments

and

foreign

currency

Totkd) (.19) (41) 194 1.35
from

— 272,212

— (4,351,740)
(3,169,561) (1,102,656)
(3,169,561) (5,182,184)
(5,478,645) (8,115,446)
77,534,329 85,649,775
$ $

72,055,684 77,534,329

8,631,200 9,190,586
— 31,616

— (459,529)
(408,200) (131,473)
8,223,000 8,631,200
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investment
operations
Less
distributions
from:

08) (17) (11) — (.29)
Net
investment
income
Accretion
resulting
from
tender offer
Dilution
in
net
asset
value
from
dividend
reinvestment
Increase
resulting
frof .01 05 .03 .02
share
repurchases
Net
asset
vll8e76 $ 8.98 $9.32 $9.79 $ 7.83
end
of period
Market
value,
erfd7.72 $ 8.06 $ 8.23 $8.94 $ 7.03
of
period
Total Investment Return for the
Period®
Based

u
m%a%%elt) (03) (6.83) 27.17 23.44

value (%)

Based

upon

ndtl.52) (1.65) (3.65) 25.03 21.17
asset

value (%)

Ratios to Average Net Assets
Total

exipbusesl.60 1.59 1.61 1.79
(%)

(.00)* (.00)* (.01) (.00)"
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Net

MY 95 114 159
income

(%)

Portfolio

tupdover 93 107 77 87
(%)

Net

assets

at

e®,05677,53485,65094,468 77,511
of

period

($ thousands)

2 Based on average shares
outstanding during the period.

b Total investment return based on
net asset value reflects changes in
the Fund's net asset value during
each period. Total return based on
market value reflects changes in
market value during each period.
Each figure includes reinvestments
of dividend and capital gain
distributions, if any. These figures
will differ depending upon the level
of any discount from or premium to
net asset value at which the Fund's
shares trade during the period.

* Amount is less than $.005 per
share.
Notes to Financial Statements

A. Accounting Policies

The European Equity Fund, Inc. (the "Fund") was incorporated in Delaware on April 8, 1986 as a diversified,
closed-end management investment company. Investment operations commenced on July 23, 1986. The Fund
reincorporated in Maryland on August 29, 1990 and, on October 16, 1996, the Fund changed from a diversified to a
non-diversified company. The Fund became a diversified fund on October 31, 2008.

The preparation of financial statements in accordance with accounting principles generally accepted in the United
States of America ("U.S. GAAP") requires management to make estimates and assumptions that affect the reported
amounts and disclosures in the financial statements. Actual results could differ from those estimates. The Fund
qualifies as an investment company under Topic 946 of Accounting Standards Codification of U.S. GAAP. The
following is a summary of significant accounting policies followed by the Fund in the preparation of its financial
statements.

Security Valuation. The Fund calculates its net asset value ("NAV") per share for publication at the close of regular
trading on Deutsche Borse XETRA, normally 11:30 a.m., New York time.
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Various inputs are used in determining the value of the Fund's investments. These inputs are summarized in three
broad levels. Level 1 includes quoted prices in active markets for identical securities. Level 2 includes other
significant observable inputs (including quoted prices for similar securities, interest rates, prepayment speeds and
credit risk). Level 3 includes significant unobservable inputs (including the Fund's own assumptions in determining
the fair value of investments). The level assigned to the securities valuations may not be an indication of the risk or
liquidity associated with investing in those securities.

Equity securities are valued at the most recent sale price or official closing price reported on the exchange (U.S. or
foreign) or over-the-counter market on which they trade prior to the time of valuation. Securities for which no sales
are reported are valued at the calculated mean between the most recent bid and asked quotations on the relevant
market or, if a mean cannot be determined, at the most recent bid quotation. Equity securities are generally
categorized as Level 1.

Investments in open-end investment companies are valued and traded at their NAV each business day and are
categorized as Level 1.

Purchased options are generally valued at the settlement prices established each day on the exchange on which they
are traded and are categorized as Level 1.

Securities and other assets for which market quotations are not readily available or for which the above valuation
procedures are deemed not to reflect fair value are valued in a manner that is intended to reflect their fair value as
determined in accordance with procedures approved by the Board and are generally categorized as Level 3. In
accordance with the Fund's valuation procedures, factors considered in determining value may include, but are not
limited to, the type of the security; the size of the holding; the initial cost of the security; the existence of any
contractual restrictions on the security's disposition; the price and extent of public trading in similar securities of the
issuer or of comparable companies; quotations or evaluated prices from broker-dealers and/or the appropriate stock
exchange (for exchange-traded securities); an analysis of the company's or issuer's financial statements; an evaluation
of the forces that influence the issuer and the market(s) in which the security is purchased and sold; and, with respect
to debt securities, the maturity, coupon, creditworthiness, currency denomination and the movement of the market in
which the security is normally traded. The value determined under these procedures may differ from published values
for the same securities.

Disclosure about the classification of the fair value measurements is included in a table following the Fund's Schedule
of Investments.

Securities Transactions and Investment Income. Investment transactions are accounted for on a trade date plus one
basis for daily NAV calculation. However, for financial reporting purposes, investment security transactions are
reported on trade date. Interest income is recorded on the accrual basis. Dividend income is recorded on the
ex-dividend date net of foreign withholding taxes. Certain dividends from foreign securities may be recorded
subsequent to the ex-dividend date as soon as the Fund is informed of such dividends. Realized gains and losses from
investment transactions are recorded on an identified cost basis. Proceeds from litigation payments, if any, are
included in net realized gain (loss) for investments.

Securities Lending. Brown Brothers Harriman & Co., as lending agent, lends securities of the Fund to certain
financial institutions under the terms of its securities lending agreement. During the term of the loans, the Fund
continues to receive dividends generated by the securities and to participate in any changes in their market value. The
Fund requires the borrowers of the securities to maintain collateral with the Fund consisting of either cash or liquid,
unencumbered assets having a value at least equal to the value of the securities loaned. When the collateral falls below
specified amounts, the lending agent will use its best effort to obtain additional collateral on the next business day to
meet required amounts under the securities lending agreement. During the year ended December 31, 2016, the Fund
invested the cash collateral into a joint trading account in affiliated money market funds including Government &
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Agency Securities Portfolio, managed by Deutsche Investment Management Americas Inc. Deutsche Investment
Management Americas Inc. receives a management/administration fee (0.09% annualized effective rate as of
December 31, 2016) on the cash collateral invested in Government & Agency Securities Portfolio. The Fund receives
compensation for lending its securities either in the form of fees or by earning interest on invested cash collateral net
of borrower rebates and fees paid to a lending agent. Either the Fund or the borrower may terminate the loan at any
time and the borrower, after notice, is required to return borrowed securities within a standard time period. There may
be risks of delay and costs in recovery of securities or even loss of rights in the collateral should the borrower of the
securities fail financially. If the Fund is not able to recover securities lent, the Fund may sell the collateral and
purchase a replacement investment in the market, incurring the risk that the value of the replacement security is
greater than the value of the collateral. The Fund is also subject to all investment risks associated with the
reinvestment of any cash collateral received, including, but not limited to, interest rate, credit and liquidity risk
associated with such investments.

The Fund had no securities on loan at December 31, 2016.
Foreign Currency Translation. The books and records of the Fund are maintained in United States dollars.

Assets and liabilities denominated in foreign currency are translated into United States dollars at the prevailing
exchange rates at period end. Purchases and sales of investment securities, income and expenses are translated at the
rate of exchange prevailing on the respective dates of such transactions. Net realized and unrealized gains and losses
on foreign currency transactions represent net gains and losses between trade and settlement dates on securities
transactions, the acquisition and disposition of foreign currencies, and the difference between the amount of net
investment income accrued and the U.S. dollar amount actually received. The portion of both realized and unrealized
gains and losses on investments that results from fluctuations in foreign currency exchange rates is not separately
disclosed but is included with net realized and unrealized gain/appreciation and loss/depreciation on investments.

At December 31, 2016, the exchange rate was EUR €1.00 to USD $1.05.

Contingencies. In the normal course of business, the Fund may enter into contracts with service providers that contain
general indemnification clauses. The Fund's maximum exposure under these arrangements is unknown, as this would
involve future claims that may be made against the Fund that have not yet occurred. However, based on experience,
the Fund expects the risk of loss to be remote.

Taxes. The Fund's policy is to comply with the requirements of the Internal Revenue Code, as amended, which are
applicable to regulated investment companies, and to distribute all of its taxable income to its shareholders.

Additionally, the Fund may be subject to taxes imposed by the governments of countries in which it invests and are
generally based on income and/or capital gains earned or repatriated. Estimated tax liabilities on certain foreign
securities are recorded on an accrual basis and are reflected as components of interest income or net change in
unrealized gain/loss on investments. Tax liabilities realized as a result of security sales are reflected as a component of
net realized gain/loss on investments.

Under the Regulated Investment Company Modernization Act of 2010, net capital losses incurred post-enactment may
be carried forward indefinitely, and their character is retained as short-term and/or long-term. Previously, net capital
losses were carried forward for eight years and treated as short-term losses. As a transition rule, the Act requires that
post-enactment net capital losses be used before pre-enactment net capital losses.

At December 31, 2016, the Fund had a net tax basis capital loss carryforward of approximately $19,102,000 of

pre-enactment losses, which may be applied against any realized net taxable capital gains of each succeeding year
until fully utilized or until December 31, 2017 (the expiration date), whichever occurs first.
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At December 31, 2016, the Fund had a net tax basis capital loss carryforward of approximately $6,887,000, which
may be applied against realized net taxable capital gains indefinitely, including short-term losses ($4,482,000) and
long-term losses ($2,405,000).

The Fund has reviewed the tax positions for the open tax years as of December 31, 2016 and has determined that no
provision for income tax and/or uncertain tax provisions is required in the Fund's financial statements. The Fund's
federal tax returns for the prior three fiscal years remain open subject to examinations by the Internal Revenue
Service.

Dividends and Distributions to Shareholders. The Fund records dividends and distributions to its shareholders on
the ex-dividend date. The timing and character of certain income and capital gain distributions are determined
annually in accordance with United States federal income tax regulations, which may differ from accounting
principles generally accepted in the United States of America. These differences primarily relate to investments in
foreign currency denominated investments, investments in foreign passive investment companies, and certain
securities sold at a loss. As a result, net investment income (loss) and net realized gain (loss) on investment
transactions for a reporting period may differ significantly from distributions during such period. Accordingly, the
Fund may periodically make reclassifications among certain of its capital accounts without impacting the NAV of the
Fund.

At December 31, 2016, the Fund's components of distributable earnings (accumulated losses) on a tax basis were as
follows:

Undistributed ordinary income $ 397,211

Capital loss carryforwards $ (25,989,000)

Net unrealized appreciation (depreciation) $ 3,518,590

In addition, the tax character of distributions paid to shareholders by the Fund is summarized as follows:

Years Ended
December 31,
2016 2015
Distributions from ordinary income* $ 624,500 $ 1,467,412
* For tax purposes, short-term capital gain is considered ordinary income.

Options. An option contract is a contract in which the writer (seller) of the option grants the buyer of the option, upon
payment of a premium, the right to purchase from (call option), or sell to (put option), the writer a designated
instrument at a specified price within a specified period of time. Certain options, including options on indices and
interest rate options, will require cash settlement by the Fund if exercised. For the year ended December 31, 2016, the
Fund entered into options for hedging purposes.

If the Fund writes a covered call option, the Fund foregoes, in exchange for the premium, the opportunity to profit
during the option period from an increase in the market value of the underlying security above the exercise price. If
the Fund writes a put option it accepts the risk of a decline in the value of the underlying security below the exercise
price. Over-the-counter options have the risk of the potential inability of counterparties to meet the terms of their
contracts. The Fund's maximum exposure to purchased options is limited to the premium initially paid. In addition,
certain risks may arise upon entering into option contracts, including the risk that an illiquid secondary market will
limit the Fund's ability to close out an option contract prior to the expiration date and that a change in the value of the
option contract may not correlate exactly with changes in the value of the securities hedged.

A summary of the open purchased option contracts as of December 31, 2016 is included in the Fund's Schedule of

Investments. There were no open written option contracts as of December 31, 2016. For the year ended December 31,
2016, the investment in purchased option contracts had a total value generally indicative of a range from $0 to
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approximately $75,000.

The following table summarizes the value of the Fund's derivative instruments held as of December 31, 2016 and the
related location in the accompanying Statement of Assets and Liabilities, presented by primary underlying risk
exposure:

Asset Derivative  Purchased Options
Equity Contracts (a) $ 74,553

The above derivative is located in the
following Statement of Assets and
Liabilities account:

(a) Investment in securities, at value

(includes purchased options).

Additionally, the amount of unrealized appreciation and depreciation on derivative instruments recognized in Fund
earnings during the year ended December 31, 2016, and the related location in the accompanying Statement of
Operations is summarized in the following table by primary underlying risk exposure:

Change in Net Unrealized Appreciation (Depreciation) Purchased Options

Equity Contracts (a) $ 485
The above derivative is located in the following Statement of Operations
account:

(a) Change in net unrealized appreciation (depreciation) on investments
(includes purchased options)
B. Investment Advisory and Administration Agreements

The Fund is party to an Investment Advisory Agreement with Deutsche Asset Management International GmbH
("Deutsche AM International GmbH"). The Fund also has an Administration Agreement with Deutsche Investment
Management Americas Inc. ("DIMA"). Deutsche AM International GmbH and DIMA are affiliated companies.

Under the Investment Advisory Agreement with Deutsche AM International GmbH, Deutsche AM International
GmbH directs the investments of the Fund in accordance with its investment objectives, policies and restrictions.
Deutsche AM International GmbH determines the securities, instruments and other contracts relating to investments to
be purchased, sold or entered into by the Fund.

The Investment Advisory Agreement provides Deutsche AM International GmbH with a fee, computed weekly and
payable monthly, at the annual rate of 0.80% of the Fund's average weekly net assets up to and including $50 million,
0.70% of such assets in excess of $50 million and up to and including $100 million, and 0.60% of such assets in
excess of $100 million.

Accordingly, for the year ended December 31, 2016, the fee pursuant to the Investment Advisory Agreement was
equivalent to an annual rate of 0.77% of the Fund's average daily net assets.

Under the Administration Agreement with DIMA, DIMA provides all of the non-investment advisory services to the
Fund. The Administration Agreement provides DIMA with a fee, computed weekly and payable monthly, of 0.20% of

the Fund's average weekly net assets.

C. Transactions with Affiliates

20



Edgar Filing: EUROPEAN EQUITY FUND, INC / MD - Form N-CSR

Deutsche AM Service Company ("DSC"), an affiliate of DIMA, is the transfer agent, dividend-paying agent and
shareholder service agent of the Fund. Pursuant to a sub-transfer agency agreement between DSC and DST Systems,
Inc. ("DST"), DSC has delegated certain transfer agent and dividend-paying agent paying functions to DST. DSC
compensates DST out of the shareholder servicing fee it receives from the Fund. For the year ended December 31,
2016, the amount charged to the Fund by DSC aggregated $11,000, of which $1,000 is unpaid.

Under an agreement with DIMA, DIMA is compensated for providing typesetting and certain regulatory filing
services to the Fund. For the year ended December 31, 2016, the amount charged to the Fund by DIMA included in
the Statement of Operations under "Reports to shareholders" aggregated $11,643, of which $6,517 is unpaid.

Deutsche Bank AG, the German parent of DIMA and Deutsche AM International GmbH, and its affiliates may
receive brokerage commissions as a result of executing agency transactions in portfolio securities on behalf of the
Fund, that the Board determined were effected in compliance with the Fund's Rule 17e-1 procedures. For the year
ended December 31, 2016, Deutsche Bank did not receive brokerage commissions.

Certain Officers of the Fund are also officers of DIMA or Deutsche AM International GmbH.

The Fund pays each Director who is not an "interested person" of DIMA or Deutsche AM International GmbH
retainer fees plus specified amounts for attended board and committee meetings.

The Fund may invest cash balances in Deutsche Central Cash Management Government Fund, which is managed by
DIMA. The Fund indirectly bears its proportionate share of the expenses of Deutsche Central Cash Management
Government Fund. Deutsche Central Cash Management Government Fund does not pay DIMA an investment
management fee. Deutsche Central Cash Management Government Fund seeks maximum current income to the extent
consistent with stability of principal.

D. Portfolio Securities

Purchases and sales of investment securities, excluding short-term investments, for the year ended December 31, 2016
were $46,591,042 and $49,485,385, respectively.

E. Capital

During the year ended December 31, 2016 and the year ended December 31, 2015, the Fund purchased 408,200 and
131,473 of its shares of common stock on the open market at a total cost of $3,169,561 and $1,102,656 ($7.76 and
$8.39 average per share), respectively. The average discount of these purchased shares comparing the purchased price
to the NAYV at the time of purchase was 11.80% and 10.37%, respectively.

During the the year ended December 31, 2015, the Fund accepted 459,529 tendered shares of common stock on the
open market at a total cost of $4,351,740 at a repurchase price of $9.47 per share, which was equal to 98% of the
NAYV per share on February 23, 2015.

During the year ended December 31, 2015, the Fund issued for dividend reinvestment 31,616 shares. The average
discount of these issued shares comparing the issue price to the NAV at the time of issuance was 9.94%.

F. Share Repurchases and Tender Offers

On July 28, 2014, the Fund announced that the Board of Directors approved an extension of the repurchase
authorization permitting the Fund to repurchase up to 950,000 shares during the period from August 1, 2014 through
July 31, 2015. The Fund repurchased 260,755 shares between August 1, 2014 and July 31, 2015. On July 27, 2015,

the Fund announced that the Board of Directors approved an extension of the current repurchase authorization
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permitting the Fund to repurchase up to 874,000 shares during the period from August 1, 2015 through July 31, 2016.
The Fund repurchased 248,011 shares between August 1, 2015 and July 31, 2016. On July 25, 2016, the Fund
announced that the Board of Directors approved an extension of the current repurchase authorization permitting the
Fund to repurchase up to 847,000 shares during the period August 1, 2016 through July 31, 2017. The Fund
repurchased 239,200 shares between August 1, 2016 and December 31, 2016.

Repurchases will be made from time to time when they are believed to be in the best interests of the Fund. There can
be no assurance that the Fund's repurchases will reduce the spread between the market price of the Fund's shares
referred to below and its NAV per share.

Monthly updates concerning the Fund's repurchase program are available on its Web site at deutschefunds.com.

On July 28, 2014, the Fund announced that the Board of Directors adopted a new Discount Management Program
whereby the Fund would initiate one contingent tender offer during the period from August 1, 2014 through July 31,
2015 for up to 5% of the Fund's shares outstanding at 98% of the Fund's NAV per share. The terms of the Discount
Management Program required the Fund to conduct a tender offer if its shares traded at an average discount to NAV
of more than 10% during a 15-week measurement period determined by the Board of Directors. During the
measurement period that commenced on September 2, 2014 and expired on December 12, 2014, the Fund's shares
traded at an average discount to NAV of 10.93%. Therefore, the Fund conducted a tender offer which commenced on
January 22, 2015 and expired on February 20, 2015. The Fund accepted 459,529 shares (which represent 5% of the
Fund's outstanding shares of common stock) at a price equal to 98% of the NAV per share as of the close of the
regular trading session of the New York Stock Exchange on February 23, 2015. Approximately 4,372,566 shares of
common stock, or approximately 47.58% of the Fund's common shares outstanding, were tendered through the
expiration date. Because the offer was oversubscribed, not all of the tendered shares were accepted for payment by the
Fund. Under the final pro-ration calculation, approximately 10.51% of the tendered shares were accepted for payment.
The shares accepted for payment received cash as a repurchase price of $9.47 per share, which was equal to 98% of
the NAV per share on February 23, 2015.

G. Concentration of Ownership

From time to time, the Fund may have a concentration of several shareholder accounts holding a significant
percentage of shares outstanding. Investment activities of these shareholders could have a material impact on the
Fund. At December 31, 2016, there were three shareholders that held approximately 17%, 7% and 6%, respectively, of
the outstanding shares of the Fund.

Report of Independent Registered Public Accounting Firm
To the Board of Directors and Shareholders of The European Equity Fund, Inc.

In our opinion, the accompanying statement of assets and liabilities, including the schedule of investments, and the
related statements of operations and of changes in net assets and the financial highlights present fairly, in all material
respects, the financial position of The European Equity Fund, Inc. (the "Fund") as of December 31, 2016, the results
of its operations, the changes in its net assets and the financial highlights for each of the periods indicated therein, in
conformity with accounting principles generally accepted in the United States of America. These financial statements
and financial highlights (hereafter referred to as "financial statements") are the responsibility of the Fund's
management. Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits of these financial statements in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall financial
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statement presentation. We believe that our audits, which included confirmation of securities as of December 31, 2016
by correspondence with the custodian, provide a reasonable basis for our opinion.

Boston, Massachusetts
February 22, 2017
Tax Information (Unaudited)

PricewaterhouseCoopers LLP

For federal income tax purposes, the Fund designates $2,443,000, or the maximum allowable under tax law, as
qualified dividend income.

The Fund paid foreign taxes of $156,676 and earned $837,192 of foreign source income year during the year ended
December 31, 2016. Pursuant to Section 853 of the Internal Revenue Code, the Fund designates $0.01905 per share as
foreign taxes paid and $0.10181 per share as income earned from foreign sources for the year ended December 31,
2016.

Please consult a tax advisor if you have questions about federal or state income tax laws, or on how to prepare your
tax returns. If you have specific questions about your account, please call (800) 728-3337.

The Fund elected to be subject to the statutory calculation, notification and publication requirements of the German
Investment Tax Act (Investmentsteuergesetz) (the "Act") for the fiscal year ended December 31, 2015 and intends to
elect to be subject to the Act for the fiscal year ending December 31, 2016. This election allows investors based in
Germany to invest in the Fund without adverse tax consequences.

Shares Repurchased and Issued (Unaudited)
The Fund has been purchasing shares of its common stock in the open market and has also purchased shares pursuant
to tender offers. Shares repurchased in the open market, shares issued for dividend reinvestment, and shares tendered

and accepted for the past five years are as follows:

Years Ended December 31,
2016 2015 2014 2013 2012

Shares repurchased 408,200131,473495,067319,635328,667
Shares issued for dividend reinvestment — 31,616 33,043 77,880 72,390
Shares tendered and accepted — 459,529 — — 529,026

Voluntary Cash Purchase Program and Dividend Reinvestment Plan (Unaudited)

The Fund offers shareholders a Voluntary Cash Purchase Program and Dividend Reinvestment Plan ("Plan") which
provides for optional cash purchases and for the automatic reinvestment of dividends and distributions payable by the
Fund in additional Fund shares. A more complete description of the Plan is provided in the Plan brochure available
from Deutsche AM Service Company, the transfer agent (the "Transfer Agent"), P.O. Box 219066, Kansas City,
Missouri 64105 (telephone 1-800-349-4281). DST Systems, Inc. (the "Plan Agent") acts as the plan agent under the
Plan. A shareholder should read the Plan brochure carefully before enrolling in the Plan.

Under the Plan, participating shareholders ("Plan Participants") appoint the Transfer Agent to receive or invest Fund
distributions as described below under "Reinvestment of Fund Shares." In addition, Plan Participants may make
optional cash purchases through the Transfer Agent as often as once a month as described below under "Voluntary
Cash Purchases." There is no charge to Plan Participants for participating in the Plan, although when shares are
purchased under the Plan by the Plan Agent on the New York Stock Exchange or otherwise on the open market, each
Plan Participant will pay a pro rata share of brokerage commissions incurred in connection with such purchases, as
described below under "Reinvestment of Fund Shares" and "Voluntary Cash Purchases."
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Reinvestment of Fund Shares. Whenever the Fund declares a capital gain distribution, an income dividend or a
return of capital distribution payable, at the election of shareholders, either in cash or in Fund shares, or payable only
in cash, the Transfer Agent shall automatically elect to receive Fund shares for the account of each Plan Participant.

Whenever the Fund declares a capital gain distribution, an income dividend or a return of capital distribution payable
only in cash and the net asset value per share of the Fund's common stock equals or is less than the market price per
share on the valuation date (the "Market Parity or Premium"), the Transfer Agent shall apply the amount of such
dividend or distribution payable to a Plan Participant to the purchase from the Fund of Fund Shares for a Plan
Participant's account, except that if the Fund does not offer shares for such purpose because it concludes Securities
Act registration would be required and such registration cannot be timely effected or is not otherwise a cost-effective
alternative for the Fund, then the Transfer Agent shall follow the procedure described in the next paragraph. The
number of additional shares to be credited to a Plan Participant's account shall be determined by dividing the dollar
amount of the distribution payable to a Plan Participant by the net asset value per share of the Fund's common stock
on the valuation date, or if the net asset value per share is less than 95% of the market price per share on such date,
then by 95% of the market price per share. The valuation date will be the payable date for such dividend or
distribution.

Whenever the Fund declares a capital gains distribution, an income dividend or a return of capital distribution payable
only in cash and the net asset value per share of the Fund's common stock exceeds the market price per share on the
valuation date (the "Market Discount"), the Plan Agent shall apply the amount of such dividend or distribution
payable to a Plan Participant (less a Plan Participant's pro rata share of brokerage commissions incurred with respect
to open-market purchases in connection with the reinvestment of such dividend or distribution) to the purchase on the
open market of Fund shares for a Plan Participant's account. The valuation date will be the payable date for such
dividend or distribution. Such purchases will be made on or shortly after the valuation date and in no event more than
30 days after such date except where temporary curtailment or suspension of purchase is necessary to comply with
applicable provisions of federal securities laws.

The Transfer Agent or the Plan Agent may aggregate a Plan Participant's purchases with the purchases of other Plan
Participants, and the average price (including brokerage commissions) of all shares purchased by the Plan Agent shall
be the price per share allocable to each Plan Participant.

For all purposes of the Plan, the market price of the Fund's common stock on a payable date shall be the last sales
price on the New York Stock Exchange on that date, or, if there is no sale on such Exchange (or, if different, the
principal exchange for Fund shares) on that date, then the mean between the closing bid and asked quotations for such
stock on such Exchange on such date. The net asset value per share of the Fund's common stock on a valuation date
shall be as determined by or on behalf of the Fund.

The Transfer Agent may hold a Plan Participant's shares acquired pursuant to the Plan, together with the shares of
other Plan Participants acquired pursuant to this Plan, in non-certificated form in the name of the Transfer Agent or
that of a nominee. The Transfer Agent will forward to each Plan Participant any proxy solicitation material and will
vote any shares so held for a Plan Participant only in accordance with the proxy returned by a Plan Participant to the
Fund. Upon a Plan Participant's written request, the Transfer Agent will deliver to a Plan Participant, without charge, a
certificate or certificates for the full shares held by the Transfer Agent.

Voluntary Cash Purchases. Plan Participants have the option of making investments in Fund shares through the
Transfer Agent as often as once a month. Plan Participants may invest as little as $100 in any month and may invest
up to $36,000 annually through the voluntary cash purchase feature of the Plan.

The Plan Agent shall apply such funds (less a Plan Participant's pro rata share of brokerage commissions or other
costs, if any) to the purchase on the New York Stock Exchange (or, if different, on the principal exchange for Fund

shares) or otherwise on the open market of Fund shares for such Plan Participant's account, regardless of whether there
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is a Market Parity or Premium or a Market Discount. The Plan Agent will purchase shares for Plan Participants on or
about the 15th of each month. Cash payments received by the Transfer Agent less than five business days prior to a
cash purchase investment date will be held by the Transfer Agent until the next month's investment date. Uninvested
funds will not bear interest. Plan Participants may withdraw any voluntary cash payment by written notice received by
the Transfer Agent not less than 48 hours before such payment is to be invested.

Enrollment and Withdrawal. Both current shareholders and first-time investors in the Fund are eligible to
participate in the Plan. Current shareholders may join the Plan by either enrolling their shares with the Transfer Agent
or by making an initial cash deposit of at least $250 with the Transfer Agent. First-time investors in the Fund may join
the Plan by making an initial cash deposit of at least $250 with the Transfer Agent. In order to become a Plan
Participant, shareholders must complete and sign the enrollment form included in the Plan brochure and return it, and,
if applicable, an initial cash deposit of at least $250 directly to the Transfer Agent if shares are registered in their
name. Shareholders who hold Fund shares in the name of a brokerage firm, bank or other nominee should contact such
nominee to arrange for it to participate in the Plan on such shareholder's behalf.

If the Plan Participant elects to participate in the Plan by enrolling current shares owned by the Plan Participant with
the Transfer Agent, participation in the dividend reinvestment feature of the Plan begins with the next dividend or
capital gains distribution payable after the Transfer Agent receives the Plan Participant's written authorization,
provided such authorization is received by the Transfer Agent prior to the record date for such dividend or
distribution. If such authorization is received after such record date, the Plan Participant's participation in the dividend
reinvestment feature of the Plan begins with the following dividend or distribution.

If the Plan Participant elects to participate in the Plan by making an initial cash deposit of at least $250 with the
Transfer Agent, participation in the dividend reinvestment feature of the Plan begins with the next dividend or capital
gains distribution payable after the Transfer Agent receives the Plan Participant's authorization and deposit, and after
the Plan Agent purchases shares for the Plan Participant on the New York Stock Exchange (or, if different, on the
principal exchange for Fund shares) or otherwise on the open market, provided that the authorization and deposit are
received, and the purchases are made by the Plan Agent prior to the record date. If such authorization and deposit are
received after the record date, or if the Plan Agent purchases shares for the Plan Participant after the record date, the
Plan Participant's participation in the dividend reinvestment feature of the Plan begins with the following dividend or
distribution.

A shareholder's written authorization and cash payment must be received by the Transfer Agent at least five business
days in advance of the next cash purchase investment date (normally the 15th of every month) in order for the Plan
Participant to participate in the voluntary cash purchase feature of the Plan in that month.

Plan Participants may withdraw from the Plan without charge by written notice to the Transfer Agent. Plan
Participants who choose to withdraw may elect to receive stock certificates representing all of the full shares held by
the Transfer Agent on their behalf, or to instruct the Transfer Agent to sell such full shares and distribute the proceeds,
net of brokerage commissions, to such withdrawing Plan Participant. Withdrawing Plan Participants will receive a
cash adjustment for the market value of any fractional shares held on their behalf at the time of termination.
Withdrawal will be effective immediately with respect to distributions with a record date not less than 10 days later
than receipt of such written notice by the Transfer Agent.

Amendment and Termination of Plan. The Plan may only be amended or supplemented by the Fund or by the
Transfer Agent by giving each Plan Participant written notice at least 90 days prior to the effective date of such
amendment or supplement, except that such notice period may be shortened when necessary or appropriate in order to
comply with applicable law or the rules or policies of the Securities and Exchange Commission or any other
regulatory body.
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The Plan may be terminated by the Fund or by the Transfer Agent by written notice mailed to each Plan Participant.
Such termination will be effective with respect to all distributions with a record date at least 90 days after the mailing
of such written notice to the Plan Participants.

Federal Income Tax Implications of Reinvestment of Fund Shares. Reinvestment of Fund shares does not relieve
Plan Participants from any income tax which may be payable on dividends or distributions. For U.S. federal income
tax purposes, when the Fund issues shares representing an income dividend or a capital gains dividend, a Participant
will include in income the fair market value of the shares received as of the payment date, which will be ordinary
dividend income or capital gains, as the case may be. The shares will have a tax basis equal to such fair market value,
and the holding period for the shares will begin on the day after the date of distribution. If shares are purchased on the
open market by the Plan Agent, a Plan Participant will include in income the amount of the cash payment made. The
basis of such shares will be the purchase price of the shares, and the holding period for the shares will begin on the
day following the date of purchase. State, local and foreign taxes may also be applicable.

Approval of Continuance of Investment Advisory Agreement (Unaudited)

The Fund’s directors unanimously approved the continuance of the investment advisory agreement between the Fund
and Deutsche Asset Management International GmbH ("Deutsche AM International GmbH") (the "agreement") at a
meeting held on October 21, 2016. The Fund’s directors simultaneously approved the continuance of the
administration agreement (the "administration agreement") between the Fund and Deutsche Investment Management
Americas Inc. ("DIMA"), an affiliate of Deutsche AM International GmbH.

In preparation for the meeting, the directors had requested, received and evaluated extensive materials from Deutsche
AM International GmbH, including performance and expense information for other investment companies with
similar investment objectives derived from data compiled by Broadridge Financial Solutions, Inc. ("Broadridge").
Prior to voting, the directors reviewed the proposed approval of the continuance of the agreement with management,
an independent consultant with extensive experience in the fund industry, and experienced Fund counsel and received
a memorandum from such counsel discussing the legal standards for their consideration of the proposed approval of
the continuance. The directors also discussed the proposed approval in private sessions with their independent
consultant and counsel at which no representatives of Deutsche AM International GmbH or DIMA were present. In
reaching their determination relating to approval of the agreement, the directors considered all factors they believed
relevant, including the following:

1. information comparing the Fund’s performance to other investment companies with similar investment objectives
and to an index;

2. the nature, extent and quality of investment advisory and other services rendered by Deutsche AM International
GmbH;

3. payments received by Deutsche AM International GmbH and its affiliates (including DIMA) from all sources in
respect to the Fund and all investment companies in the Deutsche family of funds;

4. the costs borne by, and profitability of, Deutsche AM International GmbH and DIMA in providing services to the
Fund;

5. comparative fee and expense data for the Fund and other investment companies with similar investment objectives;

6. the extent to which economies of scale would be realized as the Fund grows and whether fee levels reflect these
economies of scale for the benefit of investors;
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7. Deutsche AM International GmbH’s policies and practices regarding allocation of the Fund’s portfolio transactions,
including the extent to which Deutsche AM International GmbH benefits from soft dollar arrangements;

8. the Fund’s portfolio turnover rates compared to those of other closed-end investment companies investing in
international equities;

9. fall-out benefits which Deutsche AM International GmbH and its affiliates receive from their relationships with the
Fund;

10. information concerning the programs established by Deutsche AM International GmbH with respect to
compliance, risk management, disclosure and ethics;

11. the professional experience and qualifications of the Fund’s portfolio management team and other senior personnel
of Deutsche AM International GmbH; the implications for Deutsche AM International GmbH and DIMA of recent
developments relating to Deutsche Bank AG ("Deutsche Bank"), including its ongoing restructuring and workforce
reductions, and its various material legal and regulatory enforcement exposures, and management’s representation that
such restructuring, workforce reductions and regulatory exposures were not expected to have any adverse effect on the
management or operations of the Fund or the quality of services provided by Deutsche AM International GmbH and
DIMA to the Fund, or result in any material changes to the personnel at Deutsche AM International GmbH and DIMA
providing services to the Fund; and Deutsche AM International GmbH’s strengthening of the investment resources
supporting the Fund in 2009; and

12. the terms of the agreement.

The directors also considered their knowledge of the nature and quality of the services provided by DIMA and
Deutsche AM International GmbH to the Fund gained from their experience as directors of the New Germany Fund
and the Central Europe, Russia and Turkey Fund and their confidence in Deutsche AM International GmbH’s integrity
and competence gained from that experience and Deutsche AM International GmbH’s responsiveness to concerns
raised by them in the past, including Deutsche AM International GmbH’s willingness to consider and implement
organizational and operational changes designed to improve investment results and the services provided to the Fund.

In their deliberations, the directors did not identify any particular information that was all-important or controlling,
and each director attributed different weights to the various factors.

The directors determined that the overall arrangements between the Fund and Deutsche AM International GmbH, as
provided in the agreement, were fair and reasonable in light of the services performed, expenses incurred and such
other matters as the directors considered relevant in the exercise of their reasonable judgment. The directors further
determined that they were satisfied that the services provided by Deutsche AM International GmbH to the Fund
represented good value for the money payable to it by the Fund.

The material factors and conclusions that formed the basis for the directors’ reaching their determination to approve the
continuance of the agreement (including their determinations that Deutsche AM International GmbH should continue
in its role as investment advisor for the Fund, and that the fees payable to Deutsche AM International GmbH pursuant
to the agreement are appropriate) were separately discussed by the directors.

Nature, Extent and Quality of Services Provided by Deutsche AM International GmbH. The directors noted that,
under the agreement, Deutsche AM International GmbH, in accordance with the Fund’s investment objectives, policies
and limitations, makes all decisions with respect to suitable securities for investment by the Fund and transmits
purchase and sale orders and selects brokers and dealers to execute portfolio transactions on behalf of the Fund.
Deutsche AM International GmbH pays all of the compensation of the Fund’s directors and officers who are interested
persons of Deutsche AM International GmbH.
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The directors considered the scope and quality of services provided by Deutsche AM International GmbH under the
agreement and noted that the scope of services provided had expanded over time as a result of regulatory and other
developments. The directors also considered the commitment of Deutsche AM International GmbH to, and the
programs established by it with respect to, compliance, risk management, disclosure and ethics. The directors
considered the quality of the investment research capabilities of Deutsche AM International GmbH and the other
resources it has dedicated to performing services for the Fund. The quality of the advisory services provided also were
considered. The directors considered management’s representation that the various recent developments affecting
Deutsche Bank were not expected to have any adverse effect on the management or operations of the Fund or the
quality of services provided by Deutsche AM International GmbH and DIMA to the Fund, or result in any material
changes to the personnel at Deutsche AM International GmbH and DIMA providing services to the Fund, and agreed
that they would monitor the availability and dedication of resources to the Fund going forward. The directors
concluded that, overall, they were satisfied with the nature, extent and quality of services provided (and expected to be
provided) to the Fund under the agreement.

Costs of Services Provided and Profitability to Deutsche AM International GmbH. At the request of the
directors, Deutsche AM International GmbH provided information concerning: its revenues, expenses, net income and
financial condition for 2015; and information about revenues and expenses and the profitability of its relationship with
the Fund in 2015. Similar information was provided for DIMA. The directors reviewed the assumptions and methods
of allocation used by Deutsche AM International GmbH and DIMA in preparing Fund specific profitability data.
Deutsche AM International GmbH and DIMA stated their belief that the methods of allocation used were reasonable,
but noted that there are limitations inherent in allocating costs to multiple individual clients served by organizations
such as DIMA and Deutsche AM International GmbH where each of the clients draws on, and benefits from, the
research and other resources of the Deutsche Bank organization.

The directors recognized that it is difficult to make comparisons of profitability from fund advisory contracts because
comparative information is not generally publicly available and is affected by numerous factors, including the
structure of the particular advisor, the types of funds it manages, its business mix, numerous assumptions regarding
allocations and the advisor’s capital structure and cost of capital. In considering profitability information, the directors
considered the effect of possible fall-out benefits on Deutsche AM International GmbH’s expenses, including the fact
that there were no affiliated brokerage commissions.

The directors noted that Deutsche AM International GmbH may allocate brokerage to receive research generated by,
or paid for by, executing brokers. They also noted that Deutsche AM International GmbH has policies to prohibit
consideration of the sale of shares of Deutsche funds when selecting broker dealers to execute portfolio transactions
for the Fund or other Deutsche funds.

The directors recognized that Deutsche AM International GmbH should, as a general matter, be entitled to earn a
reasonable level of profits for the services it provides to the Fund and, based on their review, concluded that Deutsche
AM International GmbH’s level of profitability from its relationships with the Fund was not excessive. The directors
also considered the aggregate profitability of the relationships with the Fund of Deutsche AM International GmbH and
DIMA and concluded that it was not excessive.

Investment Results. In addition to the information received by the directors for the meeting, the directors receive
detailed performance information for the Fund at each regular board meeting during the year and also receive monthly
performance information. As the Fund is not aware of any closed-end fund with an objective similar to that of the
Fund, the directors generally focus on the Fund’s performance based on net asset value compared to its benchmark
when assessing investment results. The directors also reviewed information showing the Fund’s performance compared
to that of other investment vehicles compiled by management based on information provided by Broadridge and
Morningstar. The directors also reviewed information showing performance of the Fund’s benchmark index, since July
1, 2014, the MSCI Europe Index (reflecting a broadening of the Fund’s investment objective approved by stockholders
at the Fund’s 2014 annual meeting of stockholders); from November 1, 2005 through June 30, 2014, the MSCI EMU
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Index (reflecting the Fund’s change of investment focus from Germany to the European countries using the euro
currency); and prior thereto the DAX Index of 30 large-cap German stocks.

The comparative information showed that the Fund outperformed its benchmark in the first nine months of 2016 and

in 2015 and 2014 and underperformed it in 2013. The Fund matched the performance of the benchmark in 2012,
outperformed the benchmark in 2011, 2010 and 2009, and underperformed the benchmark from 2004 through 2008.
Taking into account these comparisons and the other factors considered, including Deutsche AM International GmbH’s
strengthening of the investment resources supporting the Fund in 2009, the directors concluded that the Fund’s
investment results since the changes implemented in 2009 were satisfactory.

Management and Investment Advisory Fees and Other Expenses. The directors considered the investment
advisory fee rates payable by the Fund to Deutsche AM International GmbH under the agreement. The directors
recognized that it is difficult to make comparisons of advisory fees because there are variations in the services that are
included in the fees paid by other funds, and noted that there is no closed-end or open-end fund that has a similar
investment strategy as the Fund. The directors also considered information provided by Deutsche AM International
GmbH concerning the fee rates charged to other investment companies having somewhat similar mandates as the
Fund, as well as the representation by Deutsche AM International GmbH that it does not manage any other
institutional accounts that are similar to the Fund, and its review of the reasons that it does not consider institutional
fee rates to be relevant to the consideration of appropriate fee rates payable by investment companies such as the
Fund. The directors noted that the management fee paid by a U.S. open-end fund advised by Deutsche AM
International GmbH was somewhat lower than the current effective combined advisory and administrative fee for the
Fund, while non-U.S. open-end funds advised by Deutsche AM International GmbH pay management fees that, while
not entirely comparable to the fees payable by the Fund to Deutsche AM International GmbH and DIMA, are
substantially higher than the combined advisory and administration fee rate paid by the Fund.

The Fund’s management expense comparison group consisted of seven closed-end developed market funds (including
the Fund) and 13 open-end European region funds (plus the Fund) selected by Broadridge. The directors reviewed
information comparing the combined advisory and administrative fees payable under the agreement and the
administration agreement for this purpose, noting that Deutsche AM International GmbH and DIMA are affiliated
companies. The directors noted that the combined advisory and administrative fee rate paid by the Fund in 2015

of 0.960% was at approximately the median fee rate of the closed-end fund comparison group and above the median
fee rate of the open-end comparison fund group. The directors noted that the Fund’s effective fee rate reflects the effect
of breakpoints. The directors also considered the Fund’s total expense ratio in comparison to the fees and expenses of
59 closed-end international equity funds compiled by management based on Morningstar data. The directors also

noted that the Fund’s expense ratio was above the median and the average and in the third quartile of the comparison
group. Management explained that this was principally the result of the Fund’s relatively small asset base and reviewed
steps that had been implemented as part of continuing efforts to reduce expenses. The directors concluded that the
Fund’s expense ratio was satisfactory.

Economies of Scale. The directors noted that the investment advisory fee schedule in the agreement contains
breakpoints that reduce the fee rate on assets above specified levels. The directors recognized that breakpoints may be
an appropriate way for Deutsche AM International GmbH to share its economies of scale with some funds that have
substantial assets or that may grow materially over the next year. However, they also recognized that there is no direct
relationship between the economies of scale realized by funds and those realized by Deutsche AM International
GmbH as assets increase, largely because economies of scale are realized (if at all) by Deutsche AM International
GmbH across a variety of products and services, and not only in respect of a single fund. They also noted that the
Fund’s assets have diminished in recent years. Having taken these factors into account, the directors concluded that the
breakpoint arrangements in the agreement were acceptable under the Fund’s circumstances.

Directors and Officers of the Fund
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Office and
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Dr. Wilhelm
Bender, 721

Class 1
Since 2013

Detlef
Bierbaum,
74D

Class I
Since 1986

Ambassador
Richard R.
Burt, 69D

Class II
Since 2000

Walter C.
Dostmann,
60D

Class 1
Since 2015

Richard Karl
Goeltz, 74D
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Principal Occupation(s) During the Past Five Years and Other Other Directorships
Information Held by Director

Senior Advisor of Advent International GmbH (private equity) (since 2009);
of Hebert Smith Freehills Germany LLP (legal services) (since 2016); of
IFM Investors (UK) (Australian infrastructure fund) (since 2016); and a
member of Supervisory Boards of MTU AG (aircraft engines) (since 2008)
and FrankfurtRheinMain GmbH (International Marketing of the Region)
(since 2013). He is also an Independent Director/Member of the Board of
Directors of the Joint Stock Company, "National Company" "Kazakhstan
Temir Zholy" (logistic company) (since 2016). He is also a member of the
Advisory Board of Deutsche Bank AG (since 1993) and holds a number of

Director, The Central
Europe, Russia and
Turkey Fund, Inc. (since

honorary positions including Honorary Professor of the Johann Wolfgang éoeﬁza?lnd;lﬁll\}?: (since
Goethe University in Frankfurt (since 2008). He is the former Chairman of 2013) y T

the Executive Board (CEO) of Fraport AG, Germany (aviation industry)
(1993-2009), former Chairman of the Supervisory Boards of Bombardier
Transportation GmbH (railways) (2010-2015) and Eintracht Frankfurt
Fussball AG (soccer club) (2010-2015), a former member of the Supervisory
Board of Lufthansa Cargo AG (air freight) (2008-2015), and former Senior
Adpvisor of Norton Rose Fulbright LLP (legal services) (2010-2016).
Consultant (since 2010). Mr. Bierbaum serves as a member of the Board or
Supervisory Board of a number of non-U.S. investment companies and of
companies in diverse businesses including insurance, real estate, and Director, The New
retailing. He is a former member of the Supervisory Board of Sal. Germany Fund, Inc. (since
Oppenheim Jr. & Cie. KGaA (private bank) (2008 to March 2010) and was 2008).
formerly a partner of that firm. He is a former member of the Supervisory
Board of Deutsche Bank Osterreich AG (private bank).
Managing Director, McLarty Associates (international strategic advisory)
(since 2007). Formerly, Chairman, Diligence, Inc. (international information
and risk management firm) (2002-2007); Chairman of the Board, Weirton Europe. Russia and
Steel Corp. (1996-2004); Partner, McKinsey & Company (consulting firm) pe, .
. . . oo Turkey Fund, Inc. (since
(1991-1994); State Department, Chief Negotiator in charge of negotiating the2000) and The New
Arms Treaty with Russia (1989-1991); U.S. Ambassador to the Federal Germany Fund. Inc. (since
Republic of Germany (1985-1989). Mr. Burt is also Director, IGT, Inc. y .
. . . . . 2004). Director, UBS
(gaming technology) (since 1995), and HCL Technologies, Inc. (information .
. : . family of mutual funds
technology and product engineering) (since 1999) and member, Textron Inc. .
. . ) . .. . . (since 1995).
International Advisory Council (aviation, automotive, industrial operations
and finance) (since 1996).
Founder and principal, Dostmann & Partners LLC (international business
advisory firm) (2000 to present); Director of 360 T Systems, Inc. (trading
platform provider) (2013 to present). Formerly, Managing Director and Head
of International Corporate Finance Division at Deutsche Bank Securities,

Director, The Central

Director, The Central
Europe, Russia and
Turkey Fund, Inc. (since

Inc. (1990 to 1999); and Senior Vice President of Deutsche Bank AG, New éoefrza?lndFrflt;ill\}i‘: (since
York branch (1985 to 1990). Director and Chairman of North American 2015) y T

Income Fund (since 1998) and CABEI Central American Fund (since 1999).
Retired. Formerly, Vice Chairman and Chief Financial Officer of American Director, The Central
Express Co. (financial services) (1996-2000) and previously served as chief Europe, Russia and
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Class III financial officer of two other major multi-national corporations. He is also ~ Turkey Fund, Inc. (since

Since 2008  Trustee Emeritus of the American Academy in Berlin. Mr. Goeltz is an 2008) and The New
Honorary Fellow and member of the Court of Governors of the London Germany Fund, Inc. (since
School of Economics and Political Science. 1990). Formerly Director

of Aviva plc (financial
services), Federal Home
Loan Mortgage
Corporation (financial
services), Delta Air Lines,
Inc. (air transport) and
The Warnaco Group Inc.
(apparel).

Dr. Franz Partner of Laplace Finanzconsulting GmbH (asset management). Member of Director, The Central

Wilhelm the Supervisory Boards of WAVE AG (asset management), Sygnis AG Europe, Russia and

Hopp, 74 (scientific research), and SchneiderGolling Bosserhoff VennoégensInvest AG Turkey Fund, Inc. (since

(wealth management). Former member of the Board of Management of 2008) and The New
Class 111 KarstadtQuelle Pension Trust e.V. (February 2007-September 2009). FormerGermany Fund, Inc. (since
Since 2008  member of the Board of ERGO Insurance Group (1995-2004). 1993).

Director (nonexecutive) of Depfa Bank plc. (since 2015), Chairman of the
Appeal Panel of the Single Resolution Board (Institution of the European
Banking Union) since November 2016 (member since 2015). He is the
former Chairman of FMSA (German financial market stabilization agency)
(2011-2014) and board member (2009-2011), and former Chairman of the

Dr.
Christopher
Pleister, 68(1

Director, The Central
Europe, Russia and
Turkey Fund, Inc. (since

Supervisory Board of Deutsche Zentral-Genossenschaftsbank Frankfurt 2016) and The New .
Class I . .. Germany Fund, Inc. (since
. (2000-2008), former Chairman of BVR (federal association of German
Since 2016 2016).

cooperative banks) (2000-2008) and Director of Deutsche
Genossenschaftsbank (1990-1999).

Christian H. Member of Supervisory Board (since 1999) and formerly Managing Director Director and Chairman,

Strelzn;g - (1991-1999) of Deutsche Asset Management Investment GmbH (investment The Central Europe,
732 s Russia and Turkey Fund,
management), a subsidiary of Deutsche Bank AG. Mr. Strenger serves as .
. .o Inc. (since 1990) and The
Director of the Center for Corporate Governance at the Leipzig Graduate
Class III School of Management New Germany Fund, Inc.
Since 1986 & ’ (since 1990).

* The address of each Director is c/o Deutsche Investment Management Americas Inc., 345 Park Avenue, New York,
NY 10154.

The term of office for Directors in Class I expires at the 2018 Annual Meeting, Class II expires at the 2019 Annual
Meeting and Class III expires at the 2017 Annual Meeting.

() Indicates that the Director also serves as a Director of The Central Europe, Russia and Turkey Fund, Inc. and The
New Germany Fund, Inc., two other closed-end registered investment companies for which Deutsche Investment
Management Americas Inc. acts as Administrator and Deutsche Asset Management International GmbH acts as
Investment Adviser.

() Indicates "Interested Person", as defined in the Investment Company Act of 1940, as amended (the "1940 Act").
Mr. Strenger is an "interested" Director because of his affiliation with DWS-Deutsche Gesellschaft fiir
Werpapiersparen mbH ("DWS"), an indirect wholly owned subsidiary of Deutsche Bank AG, and because of his
ownership of Deutsche Bank AG shares.

Officers*
Principal Occupation(s) During the Past Five Years
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Name, Age, Position with the

Fund and Length of Time

Served

Managing Director(? and Head of US Product and Fund Administration, Deutsche
Asset Management (2013—present); Director and President, Deutsche AM Service
Company (since 2016); Director and Vice President, Deutsche AM Distributors, Inc.
(since 2016); Director and President. DB Investment Managers, Inc. (since 2016);
formerly, Head of Business Management and Consulting at Invesco, Ltd.
(2010-2012).

Brian E. Binder, 44D

President and

Chief Executive Officer, since
December 6, 2013

Paul H. Schubert, 53 Managing Director,® Deutsche Asset Management; and Chairman, Director and
President, Deutsche AM Trust Company (since 2013); Vice President, Deutsche AM
Distributors, Inc. (since 2016); formerly, Director, Deutsche AM Trust Company
(2004-2013).

Chief Financial Officer and
Treasurer, since November 5,
2004

Hepsen Uzcan, 424

Vice President, since April 29,
2016 Director,® Deutsche Asset Management (since 2014).

Assistant Secretary, since July
22,2013

i ©)
John Millette, 54 Director,® Deutsche Asset Management; Chief Legal Officer and Secretary,

Deutsche Investment Management Americas Inc. (since 2015); and Director and Vice

Secretary, since January 1, President, Deutsche AM Trust Company (since 2016).

20116

Caroline Pearson, 543
Managing Director,® Deutsche Asset Management; Secretary, Deutsche AM

Chief Legal Officer, since May Distributors, Inc.; and Secretary, Deutsche AM Service Company.

21,2012

Scott D. Hogan, 46

Chief Compliance Officer, since Director,® Deutsche Asset Management (since 2013).

May 20, 2016

i 4)
Wayne Salit, 49 Director,® Deutsche Asset Management; AML Compliance Officer, Deutsche AM

Distributors, Inc.; formerly: Managing Director, AML Compliance Officer at BNY
Mellon (2011-2014); and Director, AML Compliance Officer at Deutsche Bank
(2004-2011).

Anti-Money Laundering
Compliance Officer, since June
16, 2014

Each also serves as an Officer of The Central Europe, Russia and Turkey Fund, Inc. and The New Germany Fund,
Inc., two other closed-end registered investment companies for which Deutsche Investment Management Americas
Inc. acts as Administrator.

* As a result of their respective positions held with the Administrator, these individuals are considered "interested
persons” of the Administrator within the meaning of the 1940 Act. Interested persons receive no compensation
directly from the Fund.

(1 Address: 222 South Riverside Plaza, Chicago, Illinois 60606.

(2) Executive title, not a board directorship.

() Address: One Beacon Street, Boston, Massachusetts 02108.
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4 Address: 60 Wall Street, New York, New York 10005.

() Served as Assistant Secretary from July 14, 2006 to December 31, 2010 and as Secretary to the Fund from January
30, 2006 to July 13, 2006.

Additional Information

Deutsche AM Closed-End Fund Info Line
Automated

Information Lines (800) 349-4281

deutschefunds.com

Web Site
Obtain fact sheets, financial reports, press releases and webcasts when available.
Deutsche Asset Management
Written Attn: Secretary of the Deutsche Funds
Correspondence One Beacon Street
Boston, MA 02108
Sullivan & Cromwell LLP
Legal Counsel 125 Broad Street
New York, NY 10004
DST Systems, Inc.
Dividend
Reinvestment 333 W. 11th Street, 5th Floor
Plan Agent

Kansas City, MO 64105
Deutsche AM Service Company

Shareholder Service P.O. Box 219066
Agent and Transfer
Agent Kansas City, MO 64121-9066

(800) 294-4366
Brown Brothers Harriman & Company

Custodian 50 Post Office Square

Boston, MA 02110
PricewaterhouseCoopers LLP

Independent

Registered Public 101 Seaport Boulevard, Suite 500

Accounting Firm
Boston, MA 02210

Proxy Voting A description of the Fund's policies and procedures for voting proxies for portfolio securities
and information about how the Fund voted proxies related to its portfolio securities during the
most recent 12-month period ended June 30 is available on our web site — deutschefunds.com
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or on the SEC's web site — sec.gov. To obtain a written copy of the Fund's policies and
procedures without charge, upon request, call us toll free at (800) 349-4281.

Following the fund's fiscal first and third quarter-end, a complete portfolio holdings listing is
filed with the SEC on Form N-Q. This form will be available on the SEC's Web site at
sec.gov, and it also may be reviewed and copied at the SEC's Public Reference Room in
Washington, D.C. Information on the operation of the SEC's Public Reference Room may be
obtained by calling (800) SEC-0330. The fund's portfolio holdings as of the month-end are
posted on deutschefunds.com on or after the last day of the following month. More frequent
posting of portfolio holdings information may be made from time to time on
deutschefunds.com.

Deutsche Asset Management International GmbH ("Deutsche AM International GmbH" or
the "Advisor"), which is part of Deutsche Asset Management, is the investment advisor for the
fund. Deutsche AM International GmbH provides a full range of investment advisory services
to both institutional and retail clients.

Portfolio Holdings

Deutsche AM International GmbH is an indirect, wholly owned subsidiary of Deutsche Bank
Investment AG. Deutsche Bank AG is a major global banking institution engaged in a wide variety of
Management financial services, including investment management, retail, private and commercial banking,
investment banking and insurance.

Deutsche Asset Management is the retail brand name in the U.S. for the asset management
activities of Deutsche Bank AG and Deutsche AM International GmbH. Deutsche Asset
Management is committed to delivering the investing expertise, insight and resources of this
global investment platform to American investors.

The Fund offers shareholders a Voluntary Cash Purchase Program and Dividend Reinvestment
Plan ("Plan") which provides for optional cash purchases and for the automatic reinvestment
of dividends and distributions payable by the Fund in additional Fund shares. Plan participants
may invest as little as $100 in any month and may invest up to $36,000 annually. The Plan
allows current shareholders who are not already participants in the Plan and first time
investors to enroll in the Plan by making an initial cash deposit of at least $250 with the plan
agent. Share purchases are combined to receive a beneficial brokerage fee. A brochure is

Voluntary Cash available by writing or telephoning the transfer agent:

Purchase Program
and Dividend

Reinvestment Plan Deutsche AM Service Company

P.O. Box 219066
Kansas City, MO 64105

Tel.: 1-800-349-4281 (in the U.S.) or
00-800-2287-2750 (outside of the U.S.)

NYSE Symbol EEA
Nasdaq Symbol XEEAX
CUSIP Number 298768102

There are three closed-end funds investing in European equities advised and administered by wholly owned
subsidiaries of the Deutsche Bank Group:

— The Central Europe, Russia and Turkey Fund, Inc. — investing primarily in equity or equity-linked securities of issuers
domiciled in Central Europe, Russia and Turkey (with normally at least 80% in securities of issuers in such countries).
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— The European Equity Fund, Inc. — investing primarily in equity or equity-linked securities of companies domiciled in
countries that are members of the European Union (with normally at least 80% in securities of issuers in such
countries).

— The New Germany Fund, Inc. — investing primarily in equity or equity-linked securities of middle market German
companies with up to 20% in other Western European companies (with no more than 15% in any single country).

Please consult your broker for advice on any of the above or call 1-800-349-4281 (in the U.S.) or 00-800-2287-2750
(outside of the U.S.) for shareholder reports.

The European Equity Fund, Inc. is diversified and primarily focuses its investments in equity securities of issuers
domiciled in countries that are members of the European Union, thereby increasing its vulnerability to developments
in that region. Investing in foreign securities presents certain risks, such as currency fluctuations, political and
economic changes, and market risks. Any fund that concentrates in a particular segment of the market will generally
be more volatile than a fund that invests more broadly.

;TEM CODE OF ETHICS

As of the end of the period covered by this report, the registrant has adopted a code of ethics, as defined in Item
2 of Form N-CSR that applies to its Principal Executive Officer and Principal Financial Officer.

There have been no amendments to, or waivers from, a provision of the code of ethics during the period
covered by this report that would require disclosure under Item 2.

A copy of the code of ethics is filed as an exhibit to this Form N-CSR.

:I;TEM AUDIT COMMITTEE FINANCIAL EXPERT

The Fund’s Board of Directors has determined that the Fund has at least one “audit committee financial expert”
serving on its audit committee: Mr. Richard Karl Goeltz. This audit committee member is “independent,”
meaning that he is not an “interested person” of the Fund (as that term is defined in Section 2(a)(19) of the
Investment Company Act of 1940) and he does not accept any consulting, advisory, or other compensatory fee
from the Fund (except in the capacity as a Board or committee member).

An “audit committee financial expert” is not an “expert” for any purpose, including for purposes of Section 11 of
the Securities Act of 1933, as a result of being designated as an “audit committee financial expert.” Further, the
designation of a person as an “audit committee financial expert” does not mean that the person has any greater
duties, obligations, or liability than those imposed on the person without the “audit committee financial expert”
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designation. Similarly, the designation of a person as an “audit committee financial expert” does not affect the
duties, obligations, or liability of any other member of the audit committee or board of directors.

ZTEM PRINCIPAL ACCOUNTANT FEES AND SERVICES

the european equity fund, inc.
form n-csr disclosure re: AUDIT FEES

The following table shows the amount of fees that PricewaterhouseCoopers, LLP (“PWC”), the Fund’s independent
registered public accounting firm, billed to the Fund during the Fund’s last two fiscal years. The Audit Committee
approved in advance all audit services and non-audit services that PWC provided to the Fund.

Services that the Fund’s Independent Registered Public Accounting Firm Billed to the Fund

Fiscal Year

. . Audit-Related ) All
Ended Audit Fees Billed to Fund Fees Billed to Fund Tax Fees Billed to Fund Other Fees Billed to Fund
December 31,
2016 $61,100 $0 $0 $5,395
2015 $66,100 $0 $0 $5,137

“All Other Fees Billed to Fund” were billed for services associated with foreign tax filings.

Services that the Fund’s Independent Registered Public Accounting Firm Billed to the Adviser and Affiliated
Fund Service Providers

The following table shows the amount of fees billed by PWC to the Fund’s advisor, Deutsche AM International
GmbH, or the administrator, Deutsche Investment Management Americas Inc. (“DIMA”), and any entity controlling,
controlled by or under common control with Deutsche AM International GmbH or Deutsche Investment Management
Americas Inc (“Control Affiliate”) that provides ongoing services to the Fund (collectively, the Advisor Entities”), for
engagements directly related to the Fund’s operations and financial reporting, during the Fund’s last two fiscal years.

Fiscal Year EndedAudit-Related Tax Fees Billed to Adviser ggl Fees Billed to Advi
December 31, Fees Billed to Adviser Entities Entities Entfers ces billed fo Adviser
2016 $0 $0 $0

2015 $0 $0 $0

Non-Audit Services

The following table shows the amount of fees that PWC billed during the Fund’s last two fiscal years for non-audit
services. The Audit Committee pre-approved all non-audit services that PWC provided to the Adviser and any
Affiliated Fund Service Provider that related directly to the Fund’s operations and financial reporting. The Audit
Committee requested and received information from PWC about any non-audit services that PWC rendered during the
Fund’s last fiscal year to the Adviser and any Affiliated Fund Service Provider. The Committee considered this
information in evaluating PWC’s independence.
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Total Non-Audit Fees billed to Adviser and  Total Non-Audit Fees billed to

Fiscal Year Total . Affiliated Fund Service Providers Adviser and Affiliated Fund Total of
Non-Audit Fees . . . .

Ended ) (engagements related directly to the operations Service Providers (all other (A), (B)
Billed to Fund . . .

December and financial reporting of the Fund) engagements)

31, and (C)

A

) (B) ©

2016 $5,395 $0 $0 $5,395

2015 $5,137 $0 $0 $5,137

Audit Committee Pre-Approval Policies and Procedures. Generally, each Fund’s Audit Committee must pre approve
(1) all services to be performed for a Fund by a Fund’s Independent Registered Public Accounting Firm and (ii) all
non-audit services to be performed by a Fund’s Independent Registered Public Accounting Firm for the Advisor
Entities with respect to operations and financial reporting of the Fund. The Audit Committee may, in its discretion,
delegate all or a portion of its duties and responsibilities to a subcommittee of the Audit Committee. The Board and
the Audit Committee have authorized any member of the Audit Committee to pre-approve any audit or non-audit
services to be performed by the independent auditors, provided that any such approvals are presented to the Audit
Committee at its next scheduled meeting.

There were no amounts that were approved by the Audit Committee pursuant to the de minimis exception under Rule
2-01 of Regulation S-X.

According to the registrant’s principal Independent Registered Public Accounting Firm, substantially all of the
principal Independent Registered Public Accounting Firm's hours spent on auditing the registrant's financial
statements were attributed to work performed by full-time permanent employees of the principal Independent
Registered Public Accounting Firm.

kokok

In connection with the audit of the 2015 and 2016 financial statements, the Fund entered into an engagement letter
with PwC. The terms of the engagement letter required by PwC, and agreed to by the Fund’s Audit Committee, include
a provision mandating the use of mediation and arbitration to resolve any controversy or claim between the parties
arising out of or relating to the engagement letter or the services provided there-under.

kokok

In a letter provided to the Audit Committee pursuant to PCAOB Rule 3526 and dated September 30, 2016, PwC
informed the Audit Committee that PwC had identified circumstances where PwC maintains lending relationships
with owners of greater than 10% of the shares of certain investment companies within the “investment company
complex” as defined under Rule 2-01(f)(14) of Regulation S-X. PwC informed the Audit Committee that these lending
relationships are inconsistent with the SEC Staff’s interpretation of Rule 2-01(c)(1)(ii)(A) of Regulation S-X (referred
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to as the “Loan Rule”).

The Loan Rule specifically provides that an accounting firm would not be independent if it receives a loan from a

lender that is a record or beneficial owner of more than ten percent of an audit client’s equity securities. For purposes

of the Loan Rule, audit clients include the Fund as well as all registered investment companies advised by Deutsche
Asset Management International GmbH. (the “Adviser”), the Fund’s investment adviser, and its affiliates, including other
subsidiaries of the Adviser’s parent company, Deutsche Bank AG (collectively, the “Deutsche Funds Complex™). PwC’s
lending relationships effect PwC’s independence under the SEC Staff’s interpretation of the Loan Rule with respect to

all investment companies in the Deutsche Funds Complex.

In its September 30, 2016 letter, PwC affirmed to the Audit Committee that, as of the date of the letter, PwC is an
independent accountant with respect to the Fund, within the meaning of PCAOB Rule 3520. In its letter, PwC also
informed the Audit Committee that, after evaluating the facts and circumstances and the applicable independence
rules, PwC has concluded that with regard to its compliance with the independence criteria set forth in the rules and
regulations of the SEC related to the Loan Rule, it believes that it remains objective and impartial despite matters that
may ultimately be determined to be inconsistent with these criteria and therefore it can continue to serve as the Fund’s
registered public accounting firm. PwC informed the Audit Committee that its conclusion was based on a number of
factors, including, among others, PwC’s belief that the lenders are not able to impact the impartiality of PwC or assert
any influence over the investment companies in the Deutsche Funds Complex whose shares the lenders own or the
applicable investment company’s investment adviser; and the lenders receive no direct benefit from their ownership of
the investment companies in the Deutsche Funds Complex in separate accounts maintained on behalf of their
insurance contract holders. In addition, the individuals at PwC who arranged PwC’s lending relationships have no
oversight of, or ability to influence, the individuals at PwC who conducted the audits of the Fund’s financial
statements.

On June 20, 2016, the SEC Staff issued a “no