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• The Fund invests in equities listed on 
European exchanges. 

• The Fund deploys a systematic 
screening of fundamental company 
specific data and general market data. 

Quarterly Review 

The quarter was characterized by a
seldom seen rebound in risk assets. This
move was of course preseeded by one of
the fastest moves from bull to bear market,
but no matter how we look at it, the
rebound was quite impressive. Especially
as the visibility 12-month forward is very
clouded indeed.

The fact that the market looks through the
imminent fall in EPS is quite normal. But for
the indices to trade so close to all-time
highs so soon after an external chock of a
magnitude that sent unemployment to
levels not seen in decades, is unusual.

• We are keeping the Fund well diversified 
at all times according to the UCITS rules. 

• We are benchmark agnostic and build a 

true bottom up portfolio based on 
individual company qualifications.

Investment Approach  

The prompt action by the world’s central
banks is probably the reason for this quick
repricing of risk assets, but still, at some
point fundamental demand, production,
and earnings need to follow, as liquidity
only takes you that far.

On the macro front we saw extremely
weak PMI data in April and May, in the low
40ies for the US and low 30ies for the EU. But
the headline index roared back into
expansionary territory (52,6) for the US in
June. However, with the rapidly rising
number of covid -19 victims in the US this
might reverse. In the EU, who applied
tougher lockdown policies in order to
contain the virus, PMI made a low of 33,4 in
April and has risen since. In June it reached
47,4.
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This positive trend naturally depends on a
continued fall in the number of virus cases.
Even though the unemployment levels has
started to subside a bit, it is still at very
elevated levels, sapping demand from
the economy. Global GDP has recovered
about half of the 17% fall from January to
April, but the latest surge in confirmed
infections in the US might stall this
recovery.

Since the economic visibility is so low,
economists are using two scenarios when
doing forecasts. In the first scenario the
virus will only hit with one wave, and in the
second scenario they try to estimate how
the impact of a second wave will hit the
economies. Both scenarios have a quite
prolonged recovery phase, and it sems like
we will have to live with smaller economies
for years, not months.

Graph 2. GDP forecast

France, Italy and the UK are expected to
be worst hit and Germany will be
somewhat less affected. But no matter
how we look at it, these are major
contractions The important question is if the
liquidity from central banks and fiscal
stimulus from governments will manage to
help enough companies to wheatear the
storm and re-employ workers when this is all
over.

Interestingly, this uncertainty is also seen in
the financial markets. The implied volatility,
which determine the price for buying
portfolio insurance in the form of options, is
stubbornly high despite the significant
equity rally of late. Normally when risk
assets are doing well, implied volatility falls,
but currently it is still at elevated levels.
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Graph 1. Unemployment. source: OECD

Graph 3. GDP projected change



*Data from the X-class
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Performance review 

At the start of the quarter the fund 
behaved in line with how the investment 
process previously has behaved when the 
market rebounds and outperformed the 
index handsomely. Everything was going 
according to plan until an other fraud of 
Milli-Vanilli- sized proportions was 

uncovered in Munich. As we use audited 
accounting data as input into our stock 
selection process, the process depend on 
accurate in-data to be able to correctly 
rank the companies. No wonder that 
Wirecard was selected since their numbers 
looked so good. Apparently, they were 
purposely made to look that good.

Year to date, the Fund has performed in-

line with the broader market. The quarter

was characterised by a sharp bounce

back, but unfortunately also the fallout

from the Wirecard scandal. Apart from

that, the Fund has behaved much like our

bespoke portfolios has done in past

market turmoils, namely recovered faster

than the index.

Graph 4. Year to date, the Fund* did fall slightly 

less than the broader market.

ISINs

Class A LU1972727835

Class B LU1972727918

Class I LU1972728213

Class X LU1972728304

Table 1. Fund performance measures compared to 

benchmark

The worst performing company during the
period was naturally Wirecard due to the
fraud, but also Eventim was hit because
low demand in the wake of the lockdowns.

The risk of the Fund has been slightly lower

than the over all market year to date, with

a standard deviation of 33,67 compared to

the market 35,94.

The best performing company over the
period was Jungheinrich, which was up
some 50%. In part this was due to the facts
that the logistics sector did well but also
company specific positive news.

Statistics Fund Benchmark

Stdev 33.67% 35.94%

Portfolio return -12.31% -12.25%

Annualised return N/A N/A

Beta 0.84 1

Sharpe Neg Neg

Portfolio Alpha -0.06% n.a.

Risk free rate 0.02% 0.02%



Disclaimer

This document is intended as general information only.

This document has been prepared without taking into account your objectives, financial situation or needs. You should consider these matters

before acting on any information. If investors are unsure if this product is suitable for them, they should seek advice from a financial adviser.
Persons into whose possession this document may come are required to inform themselves about and to comply with any relevant restrictions. This

does not constitute an offer or solicitation by anyone in any jurisdiction in which such an offer is not authorised or to any person to whom it is
unlawful to make such an offer or solicitation. Persons interested in any of Neox Capital's products or services should inform themselves as to (i) the

legal requirements in the countries of their nationality, residence, ordinary residence or domicile; (ii) any foreign exchange controls and (iii) any
relevant tax consequences. The Neox Capital’s services are available only in jurisdictions where its promotion and sale are permitted. Where

securities are mentioned in this document, they do not necessarily represent a specific portfolio holding and do not constitute a recommendation
to purchase, hold or sell. No responsibility or liability is accepted for any errors or omissions or misstatements however caused.

Past performance is no guarantee of future results, and future results of the portfolio discussed herein are likely to differ from past performance.

Because the portfolio contains a limited number of stocks, the returns will be more volatile than a portfolio investing in a higher number of
securities. The portfolio involves risk and may lose money. Investor returns may differ.

It should not be assumed that investors will experience returns in the future, if any, comparable to those shown or that any or all of Neox Capital

Investments’ investors experienced such returns. The information shown is historic and should not be taken as any indication of future performance.
Comparisons to indices are provided for illustrative purposes only. Broad indices are shown only as an indication of the general performance of the

equity markets during the periods indicated.

© Neox Capital, 2020

Copyright © Neox Capital, 2020


