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MARKET DEVELOPMENT

March 2020 proved to be a month for the history books. As the parabolic reality of 
the Covid-19 pandemic set-in, financial markets worldwide entered into a correction 

in record-setting fashion, pushing, at its worst, developed market equities indices down 
by ca. 20-25% for the month, ca. 23-35% for the year, depending on the region. Realised 
volatility on the US market was the highest ever recorded. On the back of extraordinary 
global government intervention, financial markets stabilised to end the month down ca. 10 
to 15%, depending on the index. In this difficult context, the fund held-up well, returning 
-6.55% for the month (USD SI class). 

PORTFOLIO DEVELOPMENT

The sharp repricing of risk in financial markets initiated in February continued and 
accelerated in March, as both the inevitability of the spread and the massive economic 
consequences of containment became clear. With no historical templates and profound 
uncertainty around the second-order effects on the economy, financial assets plunged with 
few exceptions. In a startling turn of events, dissention among OPEC+ members led Russia 
and Saudi Arabia to increase oil production at a time of significant demand contraction, 
pushing oil prices down to levels last seen in the early 2000s. Given the high levels of 
indebtedness and already fragile business conditions, markets were faced with another 
financial shock, contributing to a state of emergency seemingly only to be matched by 
war-like government and central bank interventionism. With trillions in pledged support 
and open market purchases, indices stabilised and initiated a rebound from their troughs 
towards the end of the month.

Against this challenging backdrop, the fund performed well, benefiting from a more 
resilient equity basket and from a fixed-income basket exclusively composed of Treasuries 
with medium overall duration (approx. 5.2 on average during the month). Given the 
collapsing inflation expectations, the fund’s exposure to inflation-protected Treasuries 
underperformed their nominal counterparts yet rallied strongly in the second part of the 
month on the back of government intervention. 

The range of possible scenarios, the inherent uncertainty around the economic 
consequences and the speed of the market correction contributed to making the month 
of March unique. On individual equity contributors, further momentum from Joe Biden 
helped the managed care sector, making Centene our top equity contributor, returning 
12% for the month. VMware, having led the correction in February, returned 0.5% in March 
yet experienced volatility which enabled the fund to reinforce the position on weakness. On 
the other side of the ledger, the fund suffered from further corrections in Royal Caribbean 
and IQVIA. While the former is clearly the fund’s most directly challenged company, we 
view the latter’s performance as temporary, and a function of its balance sheet still carrying 
debt from the 2016 IMS acquisition. 

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, 
between 51-81% 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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Staying true to the fund’s philosophy amid the tumult, the Portfolio Management Team 
slowly increased the allocation to equities by reinforcing existing positions principally 
in companies with both the robustness and the valuation opportunity to make them 
particularly attractive. The fund also initiated new positions in a handful of companies with 
these attributes, with an emphasis on the ability to weather an economic storm of unclear 
proportion and characteristics. In certain specific situations and given the unique context 
of volatility, the fund opted for the sale of put options as an avenue to increase the potential 
exposure to specific names with an additional margin of safety. On a sensitivity, or delta-
adjusted basis, the portfolio moved from an equity exposure of 56.7% on 28 February, to 
62.6% at the end of March.

OUTLOOK

Looking ahead, while the motivation and means of governments and central banks are 
no longer in doubt, the economic repercussions of confinements and nosediving global 
trade in a highly indebted world remain the central uncertainties with which all investors 
will need to cope. The corporate earnings season starting in mid-April will likely give some 
additional colour around companies’ plans to weather the current storm, and investors will 
likely reward those with financial resilience and important, inescapable products or services 
coming out of the downturn.

PERFORMANCE DATA  As at end of March 2020

Past performance is not an indicator of future performance.
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IMPORTANT INFORMATION

The views and statements contained herein are those of Banque Eric 
Sturdza SA in their capacity as Investment Advisers to the Funds as of 
17/04/2020 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. 


