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Omvang fonds

Waarde begin van de periode €2,923,718

Waarde eind van de periode €2,426,248

Eerste Kwartaal 2020

Investment Review

The fund outperformed its benchmark over the quarter.

Market Summary

European markets fell -22.6 (EUR) during the quarter, experiencing extreme volatility
caused by the coronavirus Covid-19.

In January, markets started to worry about the outbreak in China and its potential
impact on financial markets and global trade. Markets then fell sharply in February and
March once the first severe cases of the virus arrived in the Western world, particularly
in Italy.

Despite sharp market moves, we first saw little cross-sectional volatility as investors
turned their backs on equity markets in general, hence defensive assets only
marginally outperformed cyclical assets. This was followed by a sell-off in quality
cyclical assets in favour of traditional defensives as corona cases and government
action including lockdowns and travel bans widened. Towards the end of the quarter,
we saw risk-on sentiment support some of the more cyclical parts of the market,
including luxuries and semi-conductors, following seemingly brighter news regarding
early signs of a recovery and stores opening again China.

All sectors posted negative returns during the quarter. The market fall was led by the
energy sector as the oil price fell given the price war between Saudi, US and Russia as
well as weakness in end markets such as autos and lower oil demand due to Covid-19.

Performance

The fund benefitted from an underweight allocation to the financials sector as well as
strong stock selection. London Stock Exchange was resilient relative to the sector
during the period and was the top contributor within financials. It fell less sharply than
the sector during February and March, as its diversified business model was favoured
over banks and insurers as investors priced in the implications of lower rates, wider
credit spreads, and a shock to domestic demand.

An underweight to energy combined with positive stock selection also aided returns
during the quarter. Neste Oil, the leader in renewable fuels, outperformed against a
weak sector. We see renewable fuels as an area likely to grow over time given its role
in helping the auto and airline industries meet carbon emissions targets. The latter aims
to be carbon free by 2050 and engines and renewable fuels are likely to play a material
part in meeting these targets. Whilst we see some near-term headwinds for the
company given the lower oil price (a component of traditional, but not renewable
aviation fuel), we have not altered our long term conviction in the company.

The worst hit stocks were our aerospace holdings Airbus and Safran, where the near-
term prospects look challenging given ongoing travel bans. We have been significantly
stressing the balance sheets and cash flows of these businesses and remain in close
contact with management teams. Even with postponement of engine deliveries and a
reduction in the maintenance business we believe these companies have sufficient
cash flows and levers to pull to get them through this difficult period.
In the long-term, air travel remains attractive given expected passenger growth and the
oligopolistic market structure. However, given lack of short-term visibility we have
reduced our exposure to this area through selling Airbus.

Amadeus, which is also linked to global travel is another stock which hurt performance.
Amadeus is also a good example of how this downturn looks different to 2008/9. During
the financial crisis booking volumes fell 4%. Given Amadeus’ flexible cost base, the
company actually managed to grow net income that year. This time, booking volumes
could fall 40%+ (10x worse) and the business has a greater degree of operational
leverage. We have therefore taken down the size of this position in the portfolio.

Over the quarter the fund experienced some relative losses due to not holding large
benchmark constituents considered less economically exposed, and thus lower risk,
such as Nestle, Roche, Novartis, Sanofi, and Iberdrola.

Rendement

% Kwartaal Jaar tot op 
heden

3-Jaars
Ann.

5-Jaars
Ann.

10-Jaars
Ann.

Fonds -15.6% -15.6% 0.2% 0.2% 5.4%

Benchmark -21.5% -21.5% -2.5% 0.0% 5.1%

Outlook

We believe this downturn to be politically induced; a
consequence of governments taking actions to
preserve life in the outbreak of a global pandemic.
Owing to this, we believe an ability to judge economic
recovery is likely to come down more to health and
disease related data than traditional indicators or
outlooks for specific companies given the low level of
visibility management teams currently have.
Therefore, we have invested significant resource in
the tracking of disease related data by region to
understand the potential fallout and indeed speed of
recovery. We have already seen tentative signs of
recovery in China as lockdown is lifted, with consumer
spending coming back and Purchasing Manager
Indices quickly moving back to expansionary territory.
However, risk remains of a second-wave of infection
and ability to stave this off will be important. Equally,
whilst Europe lies in the epicentre of the disease at
time of writing, we believe the worse is yet to come for
the US.

The near term has rarely been so uncertain.
Therefore, we have spent significant time re-
underwriting our portfolio holdings, ensuring these
companies have balance sheet strength to endure this
crisis. In the long run we are also cautious of the
impacts that government aid could have on the
economy. Potentially, the high level of coordinated
government spending and support from central banks
could lead to significant growth and reflation once the
worst of the virus has passed. Equally, it could be
tapered back as quickly as it was ramped up, leaving
only a temporary effect to the economy but a long-
term consequence for debt levels, and with that
continued downward pressure on interest rates. We
continue to be focussed on company fundamentals
and believe our companies will continue to prove the
resilience of their business models.
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