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Investment Review

The fund outperformed its benchmark over the quarter.

Market Summary

As the Q3 reporting cycle began, the market’s attention returned to strong company earnings. While this
set an overall positive tone for risk assets, we also heard messages reinforcing our view that we are
moving into a period of normalization where selectivity will be key. Companies are still working through
supply bottle necks and cost pressures, and the divide is becoming clearer between those with strong
execution, scale in procurement, and pricing power versus those unable to keep up, where profit
warnings are likely to follow.

By mid-quarter, focus shifted again with attention moving to increasing Covid cases and the path of
central banks in light of more persistent inflation data. These concerns proved to be only the opening act
with headlines of a new Covid variant, discovered in South Africa, driving a sharp sell-off late in
November. While it was clear the new variant, known as Omicron, had potential to cause disruption, we
remained optimistic while waiting for further data to answer many of the unknowns. Those answers
began to emerge in December and investors welcomed signs that the new Covid variant impact may be
less severe than its predecessors, supporting hopes for less severe and shorter duration disruptions. By
the end of the quarter, the market had made a round-trip, recovering most of the late November
Omicron driven losses.

Performance

The fund returned 8.8% (A2 share class, Net, EUR) during the quarter, outpacing its benchmark, the
MSCI Europe Index, which returned 7.7%. Stock selection drove outperformance with notable
contributions coming from industrial and materials companies. Sector allocation detracted marginally
driven by underweights to consumer staples and utilities which saw strong rebounds after posting
negative returns in the prior quarter.

Sika was the top contributor to the fund’s outperformance after shares gained on the announcement of
an acquisition. The company will acquire construction chemical’s business MPCC – a deal offering
synergies and upwards of 20% accretion. We see this as an example of management putting
shareholder money to work the right way. The acquired business will give them new and complementary
technology as well as open new end-markets and geographies for growth.

Linde - an engineering firm with leading positions in the production of industrial gases – did well in the
quarter. We like the company’s defensive business model, which is afforded by relatively high switching
costs, as well as its best in class and returns-focused management team. The position also gives the
portfolio exposure to clean energy through Linde’s hydrogen business.

Industrial names like VAT Group, IMCD, Kingspan, and Epiroc all featured amongst top contributors as
well.

LVMH shares moved higher after reporting solid Q3 earnings numbers with sales in their key fashion
and leather goods division growing by 24%. The division, which houses the popular labels Louis Vuitton
and Dior, accounts for almost half of the group’s sales. Management also reassured that so far they
have not seen an impact in their China business from the government’s ‘common prosperity’ policies.
More recently, the company announced a share buy-back, highlighting the company's own confidence in
the business.

Auto Trader was another top contributor. With the market concerned about competitors and a shortage
in used car supply, the company’s shares had been under pressure coming into their November
announcement. However, the company posted incredibly strong results across all metrics which sent
shares to new highs. The results showed usage stats up, average revenue per retailer up, and a beat on
operating profits. This all led to double digit upgrades and the company giving positive forward looking
guidance – a strong signal from a normally conservative team.

Straumann reported Q3 numbers showing 32% organic growth which blew away estimates. They also
continue to take market share and are in the favorable position of having a lot of operating leverage to
protect margins.

Our e-commerce names were the largest detractors in the quarter. THG continued to deal with
questions around clients and its ability to deliver on the promise of Ingenuity, their D2C tech platform.
They hosted a capital markets day, giving an opportunity to address these concerns, yet management
left markets wanting. Their Q3 results also showed trends in the core business that were materially
worse than our expectations, both on top line and margin, without clear explanation from management.
We began re-assessing our conviction in the holding, undertaking a full due diligence including site visit
with the company, before ultimately deciding the investment thesis was impaired.

Allegro also detracted on a combination of negative headlines while their Q3 earnings update showed a
business operating in-line with expectations. The headlines focused on increased competition from the
likes of Amazon and Alipay entering Poland, and a proposed bill that would see the government tighten
lending regulations – a move that is likely to carry significant implications for the company’s Allegro Pay
business.

Rendement

% Kwartaal Jaar tot op 
heden

3-Jaars
Ann.

5-Jaars
Ann.

10-Jaars
Ann.

Fonds 5.59% 28.82% 27.61% 14.56% 11.17%

Benchmark 7.16% 23.96% 15.09% 8.92% 8.99%

Outlook
In a year where both financials and technology led markets,
there was, overall, less dispersion between sectors in 2021
than perhaps we’ve seen historically. As macro tailwinds
fade, we see greater need for selectivity in 2022.

Market volatility remains elevated, with expectations on rates
and inflation driving near-term moves. European stocks are
impacted by US rates, and the market has priced in a rate
hike cycle for 2022. Equally, we note with interest a flattening
of the US yield curve, which suggests that any US hiking
cycle is likely modest in nature. We see the market
dislocations created by these episodes as opportunity.
Companies with pricing power, more resilient supply chains
and strong management teams stand in good stead in this
environment.
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