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European equity markets plunged in February when the sudden spread of coronavirus outside of China 
caused panic. It appears that the transmission is no longer under control. Markets are completely 
driven by fear, uncertainties and by what the World Health Organisation calls an “infodemic”; the flow 
of rumour and misinformation. 

There are several forecasts available – on average they suggest that the number of cases may peak 
around June / July. This could mean that economic activity returns to normal around Sept / Oct, with 
Q1 moderately impacted and Q2 taking a more severe hit across the board. 

The fact that the number of cases in China and South Korea appears to be levelling off and that other 
countries are rapidly taking drastic measures is reassuring, even if Italian statistics remain puzzling and 
explain the country’s extreme reaction.  Coronavirus has overwhelmed Italy’s health system, particularly 
in the north. More than 80% of the hospital beds in Lombardy are occupied by coronavirus patients. 
Intensive care units are overloaded while elective surgeries have been cancelled to free up beds. The 
healthcare systems capacity constraints explain why flattening the curve of infection through protective 
measures is almost as important as stopping it. The US however, was slow to react with a series of 
missed chances by the federal government to ensure more widespread testing, even downplaying 
the epidemic at the beginning, but things are changing rapidly through aggressive public health 
responses.      

Travel bans, containment and event cancellations will inevitably take their toll on the economy. Certain 
sectors like air travel, restaurants and hotels may face a cash crunch if the situation continues; the 
Fund has no exposure to those sectors. The force of fiscal and monetary stimulus will ultimately be the 
dominant driver of markets once there is some clarity on the extent of the disruption. 

The Fund* declined -5.26%** in February while the benchmark was down -8.34% over the same 
period.  The Fund has mitigated some of the downside thanks to the initial positioning of the Fund on 
1 January  in well managed, resilient companies with strong free cash flow generation and secondly 
through calm, fact led, de-risking decisions taken by the Investment Manager in two phases: one in late 
January and another mid-February. The first concentrated on reducing Chinese and Auto exposures 
while the second, more drastic, was about reducing cyclical, indebted or Italian exposed companies.

As always, the Investment Adviser aims to invest with a long term investment horizon in companies 
generating substantial free cash flow as this remains the best guarantee for capital preservation. 
Albioma, the Fund’s largest position, published its 2019 results last week unleashing €125M of free 
cash flow compared to €930M market capitalisation the day prior to the announcement (13.5% value 
creation yield), a healthy return in a world of negative interest rates for a non-cyclical and regulated 
business with more than 25 years of average residual contract value. 

Boozt was the largest monthly contributor to the Fund’s performance in February, followed by Iliad 
and Valmet.  

Boozt, a fast growing online textile retailer in the Nordics, was up 12.8% during February despite the 
market collapse, thanks to excellent 2019 results. Based on consensus expectations, Boozt trades on 
23x PE for 2020 with EPS growth expectations of 67% (0.34 PEG ratio), this is incredibly attractive 
for such a well-managed and profitable business (3.2% operating margin in 2019). All listed peers in 
Europe produce lower growth, thinner margins and are all trading with a higher PEG ratio. 

Iliad was up 6.4% in February, following the closure of the offer made by Xavier Niel, the company’s 
founder, to purchase 20% of the company for €1.4bn, raising his stake from 52% to 72%. In addition 
to the offer, he also disclosed additional purchases made in the open market since 1 January.  Several 
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brokers upgraded their recommendations and target prices during the month, including “permabear” BNP Exane. 

Valmet was also up 9% during the month, in spite of a severe downturn in the days leading up to month end. 
Besides strong Q4 numbers, Valmet lifted its long-term margin target interval. The upgrade was bigger and came 
sooner than expected. It signals high quality in Valmet’s order book and further room for improvement in its 
operations.  

At the other end of the spectrum, Trigano, Akwel and Ferronordic Machines were the three main detractors. Those 
three companies were victims of the Italian/Auto/Cyclical shock that took place throughout the month. Trigano 
sold off in February, particularly on the days where Italy took the centre stage. Its revenue exposure to Italy was 
only 6% in 2019, however two of their production sites are located there, out of over 40 in total.  One production 
site is in Tuscany and one is in Apulia, far away from the Lombardy and Veneto regions at the heart of the outbreak. 

The Investment Adviser has been in close contact with the management to monitor the situation. Trigano’s Italian 
factories are running normally and risks about potential supply chain disruptions, notably for Fiat chassis, are non 
existent.

The market was in panic selling mode through the early days of March. Valuations are no longer the relevant 
metric, only flows matter as hundreds of European companies are now pricing in a 2008 recession scenario that will 
last ad-vitam, which obviously has no fundamental backing. Today, as a result of this irrationality, the vast majority 
of the portfolio has over 100% upside to fair valuations. Even companies with contractually guaranteed earnings 
are trading at these levels.  The cash prudently collected from the de-risking exercises in January and February 
has put the Fund in a strong position to remain calm and rational, to look at the numerous opportunities available.  
Similarly to the 2008-2010 period, the Investment Adviser strives to invest in companies able to manoeuvre in any 
potential upcoming liquidity crunch and get out of this temporary crisis on a stronger footing. 
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IMPORTANT INFORMATION

The views and statements contained herein, including those pertaining to 
contribution analysis are those of Pascal Investment Advisers SA in their 
capacity as Investment Adviser to the Fund as of 12/03/2020 and are 
based on internal research and modelling.

Please contact info@eisturdza.com should you wish to have an update call 
with the investment team.

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.

MORNINGSTAR DISCLAIMER

© 2020 Morningstar: All Rights Reserved. The information contained 
herein where relative to Morningstar: (1) is proprietary to Morningstar 
and/or its content providers; (2) may not be copied or distributed; and (3) 
is not warranted to be accurate, complete or timely. Neither Morningstar 
nor its content providers are responsible for any damages or losses arising 
from any use of this information. Past performance is no guarantee of 
future results. 

BLOOMBERG DISCLAIMER

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.

STOXX DISCLAIMER

STOXX Limited (“STOXX”) is the source of STOXX Europe 600 NR EUR 
and the data comprised therein. STOXX has not been involved in any 
way in the creation of any reported information and does not give any 
warranty and excludes any liability whatsoever (whether in negligence or 
otherwise) – including without limitation for the accuracy, adequateness, 
correctness, completeness, timeliness, and fitness for any purpose 
– with respect to any reported information or in relation to any errors, 
omissions or interruptions in STOXX Europe 600 NR EUR or its data. Any 
dissemination or further distribution of any such information pertaining to 
STOXX is prohibited.

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. 


