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MARKET DEVELOPMENT

Equity markets continued their ascent during July, albeit at a reduced pace following the 
strong June rebound. The MSCI World Net Total Return Index gained +0.5%, with US 

equities and the Dollar (DXY Index +2.48%) leading in contribution.

At the index level, volatility remained very low during the month, as investors scrutinized 
generally positive quarterly earnings reports and carefully awaited the Federal Reserve’s 
interest rate decision. 

The earnings season produced few major surprises, with expectations generally met or 
exceeded, and neutral tones on future developments. This said, earnings per share growth 
remained muted for the index with many companies benchmarking against strong 2018 
results and some increases in costs. In the Investment Adviser’s opinion, trade remains the 
important topic, with some companies reassuring investors about the state of global trends 
(e.g. Texas Instruments) while others demonstrated the real impact of Sino-American trade 
tensions (e.g. Cisco).

Taking these global frictions into account, the Federal Reserve cut interest rates by 0.25%, 
the first such move since 2008. Given the intensity of the rate curve moves in recent months, 
coupled with implied expectations oscillating between 25 and 50bps before the meeting, 
the markets were underwhelmed. One noteworthy development was the immediate end 
of quantitative tightening, signalling a willingness to “grease” the bond market’s wheels 
and ensure abundant liquidity. Given the relative stability of US economic numbers to 
date, especially on the employment side, the Investment Adviser believes the question on 
many investors’ mind is whether the Federal Reserve is responding to economic dynamics - 
detecting a significant build-up of weakness in leading indicators, or yielding to increasing 
external pressure from the bond market and from President Trump.  

PORTFOLIO DEVELOPMENT

The Fund’s performance was mainly driven by the equity book this month, with companies 
earnings providing the main catalysts. Alphabet and Sherwin-Williams were the leading 
contributors on the back of sound quarterly numbers and generally strong guidance. 
Alphabet reversed the relative weakness it experienced last quarter, allaying some investors’ 
fears of a profitability slowdown for now. Sherwin-Williams exceeded growth expectations 
across the board in stark contrast to its competitors, who attributed their slow growth to 
weather disruptions. SAP and Keyence were the main detractors, both reporting numbers 
below expectations. SAP’s investor base is growing impatient with the delayed liftoff in the 
company’s cost restructuring and transition to the cloud, while Keyence saw a larger than 
expected decrease in revenue impact profitability and most key metrics for the company. 
The global industrial slowdown was deemed the culprit, with the company prioritizing 
increasing sales initiatives to stabilize and return to growth. In both cases, the investments 
are maintained as the fundamental drivers of the investment cases remain in place.   

INVESTMENT APPROACH

An active and flexible 
investment process, managing 
a mixed asset investment 
portfolio predominantly 
comprised of equities and 
fixed income investments. 
Investing directly or indirectly, 
up to 80% and a minimum of 
51%, in global equities or 
equity related instruments and 
between 20-49% in fixed 
income instruments. Focusing 
on strong growth companies 
that the Investment Adviser 
deem to be underappreciated 
by the market, whilst fixed 
income investments will be 
selected based on global 
macro economic analysis and 
evaluation of central banks’ 
policies.

INVESTMENT OBJECTIVE

To achieve capital appreciation 
over the long term.
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IMPORTANT INFORMATION

The views and statements contained herein are those of the Eric Sturdza 
Group in their capacity as Investment Advisers to the Funds as of 
20/08/2019 and are based on internal research and modelling.

WARNING

The contents of this document have neither been reviewed nor endorsed 
by the Central Bank of Ireland or any other regulatory authority. If you are 
in any doubt about any of the content of this document you should obtain 
independent professional advice.

BLOOMBERG DISCLAIMER

Bloomberg Index Services Limited. BLOOMBERG® is a trademark and 
service mark of Bloomberg Finance L.P. and its affiliates (collectively 
“Bloomberg”). BARCLAYS® is a trademark and service mark of Barclays 
Bank Plc (collectively with its affiliates, “Barclays”), used under license. 
Bloomberg or Bloomberg’s licensors, including Barclays, own all 
proprietary rights in the Bloomberg Barclays Indices. Neither Bloomberg 
nor Barclays approves or endorses this material, or guarantees the 
accuracy or completeness of any information herein, or makes any 
warranty, express or implied, as to the results to be obtained therefrom 
and, to the maximum extent allowed by law, neither shall have any liability 
or responsibility for injury or damages arising in connection therewith. 

Data presented herein is obtained via Bloomberg PORT where stated. 
Any such data is subject to change from the date of production of this 
document. Such changes may impact upon comparative data between 
the investment and benchmark presented. Such information therefore is 
provided for reference purposes only, is subject to change and should not 
be relied upon for an investment decision.

GENERAL DISCLAIMER - APPLICABLE TO UK DOMICILED RECIPIENTS 

This communication is issued in Guernsey by E.I. Sturdza Strategic 
Management Limited which is regulated by the Guernsey Financial Services 
Commission. Any investments or investment services mentioned in this 
communication are not intended for retail customers. Consequently, this 
communication is only made available to professional investors and eligible 
counterparties and should not be relied upon by any person that does 
not possess professional experience in relation to investments. If you are 
in any doubt as to whether you possess suitable experience in relation 
to investments please consult your financial adviser. Past performance 
is no guarantee of future results. Under no circumstances should this 
document be forwarded to anyone in the United Kingdom who is not a 
professional client or eligible counterparty as defined by the Financial 
Conduct Authority. For the purpose of distribution in the United Kingdom 
this material has been issued by E.I. Sturdza Investments Limited, Claridge 
House, 32 Davies Street, London, W1K 4ND which is an appointed 
representative of Mirabella Advisers LLP which is authorised and regulated 

by the Financial Conduct Authority. Further this communication is not an 
offer or an invitation to purchase financial instruments but intended as 
information. The information contained in this communication does not 
represent a research report. E.I. Sturdza Strategic Management Limited 
has not considered the suitability of investment against your individual 
needs and risk tolerance. Shares in the Fund should only be purchased 
by persons with professional experience and investors should refer to the 
Fund Prospectus and/or KIID for detailed information about potential risks 
involved in investing in financial instruments as well as the latest half yearly 
report and unaudited accounts and/or annual report and audited accounts. 
The information contained herein is estimated, unaudited, may be subject 
to change and reflects the performance of the relevant fund offered by E.I. 
Sturdza Strategic Management Limited during the period indicated. Any 
opinions or estimates expressed herein are at the date of preparation and 
are subject to change without notice; however no such opinions or estimates 
constitute legal, investment, tax, or other advice. Individual performance of 
the Fund may vary and historical data is not an indication of future results. 
The value of the Fund and the income which may be generated from it can 
go down as well as up and therefore investors must be able to bear the risk 
of a substantial impairment or loss of their entire investment. This document 
is intended for information purposes only and is not intended as an offer 
or recommendation to buy, sell or otherwise apply for shares in the Fund. 
E.I. Sturdza Strategic Management Limited, 3rd Floor, Frances House, Sir 
William Place, St Peter Port, Guernsey GY1 1GX. Part of the Eric Sturdza 
Banking Group. Company Registration Number: 35985.

DISCLAIMER - SWISS DOMICILED RECIPIENTS

E.I. Sturdza Funds Plc and its sub-funds are Irish funds authorized by the 
Irish Central Bank. They are approved for distribution in Switzerland by 
FINMA. The Swiss representative and paying agent is Banque Eric Sturdza 
SA, rue du Rhône 112, 1204 Geneva / Switzerland. Investors should refer to 
the fund prospectus and/or KIIDs for detailed information about potential 
risks associated with investments in financial instruments as well as the latest 
half yearly report and unaudited accounts and/or annual report and audited 
accounts. The prospectus, KIIDs, Articles of association, semi-annual and 
annual reports of E.I Sturdza Funds Plc can be obtained, free of charge, at the 
seat of the Swiss representative, Banque Eric Sturdza SA. The information 
contained herein is estimated, unaudited, may be subject to change and 
reflect the performance of the relevant funds during the period indicated. 
Any opinions or estimates expressed herein are at the date of preparation 
and are subject to change without notice. No such opinions or estimates 
constitute legal, investment, tax or other advice. Individual performance of 
the funds may vary and historical data is not an indication of future results. 
The value of the funds and the income which may be generated from it 
can go down as well as up and therefore investors must be able to bear 
the risks of a substantial impairment or loss of their entire investments. Past 
performance is no guarantee of future results. Performance data do not take 
into consideration commissions and costs charged at the time of issuance 
and/or redemption of the shares. This document is intended for information 
purposes only and is not intended as an offer or recommendation to buy, 
sell, or otherwise apply for shares in the funds. 

MARKET OUTLOOK

The Investment Adviser’s outlook remains that of cautious optimism, with economic growth 
slowing against a backdrop of ongoing trade tensions, increasing pessimism from the bond 
market and limited ammunition within global central banks. The ECB’s Draghi pleaded 
once again for significant fiscal stimulus in the fight for inflation. The timely nomination of 
Christine Lagarde as the head of the ECB only confirms the reality of decreasing marginal 
impact of monetary stimulus at negative rates. As yield curves continue to decrease and 
flatten, the idea of a late cycle slowdown is growing in popularity by the day. The Fund’s 
allocation to equities has continued to decrease, progressively reaching below 55% in July 
for the first time since launch, poised to seize investment opportunities as they materialize.


