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Investment Review

The fund outperformed its benchmark over the quarter.

Market Summary

Following the strong market recovery in Q2, markets slowed during the third quarter, returning 0.1%
(MSCI Europe, in EUR). Markets continued to be volatile, although not near to the extent we saw earlier
in the year.

At the beginning of the period, markets gave back some of their performance as macroeconomic data
started to flatten. Later on, increasing Covid infection rates and resurgence of concerns about second
lockdowns prevailed. We have closely monitored progress of spending, industrial output and the virus
via alternative data sources to help better understand the economic recovery and complement our
meetings with company management teams.

Throughout the period traditionally more cyclical assets within sectors such as, materials, industrials and
consumer discretionary drove market returns. Consumer staples, utilities and information technology
delivered positive returns. Energy was the best performing sector following tailwinds in the industry in
previous quarters while communication services lagged.

Performance
Speciality chemicals company Sika was the top contributor to returns through the post of strong results
with a 3% beat versus market expectations to organic growth and a return to positive organic growth in
June. Whilst topline was down for the first half, margins expanded illustrating the resilience through
strong management of the business. Sika benefited from urbanisation and exposure to multiple points in
the construction cycle from new infrastructure and also maintenance or refurbishment of existing
hospitals, bridges, buildings etc. We view spending in this area as further underpinned by spending
programmes, such as those laid out in the EU Green Deal with capital directed towards improving
energy efficiency and renovations.

DSV, one of the global leaders in freight forwarding and logistics, also contributed positively to returns
through strong operational execution. Their strategy around the Panalpina integration (acquired in 2019)
once again proves the calibre of DSV’s excellent management team as the company can grow volumes
with little additional net cost. Overall, DSV managed to increase operating profits during Q2 by 63%
versus the same period last year by over-delivering on deal related cost synergies and via capturing
higher air yields from freight planes that came with the Panalpina acquisition. These results not only
significantly surpassed market expectations but are particularly impressive given the though backdrop
for global trade volumes.

Within the same sector, Volvo was positive for returns – a stock we added given its extreme valuation
and recovery potential from cycle troughs earlier in the year. Volvo reported orders 11% ahead of
consensus and a large adjusted EBIT beat of SEK3.2 bn versus consensus at negative SEK300 m.
Within this, margins proved particularly resilient within the trucking business coming in at +1.8% versus -
4% expected. We believe this proved the increased quality of the business and success of steps put in
place by the management team to build flexibility into the business model.

Royal Unibrew, the leading regional alcoholic and soft beverage provider, was also a top contributor.
The shares rallied strongly as the company reinstated guidance in July with the mid-point 2% ahead of
consensus and the top-end 7% ahead. The management team made positive comments about the
operational momentum of the business, with on-trade recovering strongly and favourable trends in off
trade such as a move in consumer preferences towards no or low alcohol beverages and more premium
brands. Several of our industrial cyclical businesses also performed well during the period.

Within healthcare, our position in contract drug manufacturer Lonza continued to perform strongly and is
one of the top performers so far this year. During the third quarter the company published another
impressive set of results with core EPS 10% ahead of consensus expectations and reiterated guidance
for FY20 for above mid-single digit sales growth and stable margins. The company also continues its
plan of disposals of non-core assets, which we believe improves the sustainability of its earnings profile
in the long run.

Another top performer was our position in The HUT Group (THG) which went public through an IPO in
September, rising 25% on its first day of trading alone, in addition to the substantial price gains the Fund
has experienced while the asset remained private. The relationships built over many years with the
company and our close collaboration with BlackRock’s Capital Markets team to be a cornerstone
investor at the IPO, adding further to our holdings. We believe the company will continue to grow given
its exposure to structurally attractive end markets with its well positioned online business in the beauty
and sports nutrition space,

While an underweight to financials benefited returns, our holding in KBC bank was our largest detractor.
KBC contributed negatively to portfolio returns amid recent concerns over a second lockdown and the
potential effect that may have on the economy, and subsequently on banks.

Some of our semiconductor exposed companies also gave back some of their strong performance
during the first half of the year, such as BE Semiconductor and ASML. Both proved one of the weakest
performers, with ASML dragged down by market worries ahead of results as well as US tech stocks
taking a dive towards the end of the period. However, structural trends driving demand for more
compute power, more powerful chips, and therefore more intricate designs continue to be positive for
the stock.

A number of cyclical names not held in the fund such as Siemens, Daimler and Deutsche Post detracted
from returns. Siemens rallied going into the spinoff of its Siemens Energy business in an effort to
streamline the group. Shares in Daimler rose as the German car company confirmed strong trading in
China during the summer.

Rendement

% Kwartaal Jaar tot op 
heden

3-Jaars
Ann.

5-Jaars
Ann.

10-Jaars
Ann.

Fonds 7.5% 8.4% 7.1% 7.4% 8.0%

Benchmark 0.1% -10.8% 0.3% 5.0% 6.6%

Outlook
The recovery in European stocks has been impressive. Whilst
the virus remains part of our lives, global growth is being
fuelled by accommodative policy. The leadership of high-
quality businesses has stood out in the context of seismic
shifts of central bank policy. In the ultra-low nominal and
negative real interest rate environment, appetite for longer
duration assets and those with attractive growth prospects has
grown.
Whilst many of these companies are structural winners,
generating significant free cashflow and with high returns on
capital, we do see some potential for a reversal on a one-year
view. Of course, we do not know when this could happen or
what could trigger it, but a repricing in the bond market is one
candidate. Markets are currently implying that the Fed rate
hike will be in 2024. This may prove pessimistic given the
absence of economic imbalances going into this crisis which
makes GDP recovery at a faster rate than current
expectations plausible.
Our overall positioning remains broadly consistent. We
continue to see attractive opportunities in diverse areas of the
market, with a particular focus on more cyclically positioned
businesses: our positioning reflects this.
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