
LMM Europe Equity Select Fund

Quarterly Fund Review Q2 2021

• 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 started out on quite a nervous tone 
with equities trading sideways in April followed 
by a large spike in volatility early May. The later 
half was more positive with falling volatility.

Inflation is still at the forefront of investors’ minds, 
and the big question being debated is if Central 
Banks are getting behind the curve or will be to 
trigger happy. It all boils down to the nature and 
reasons for the current surge in inflation. Will it be 
transitory or not, and if so, will central banks see 
through it, or will they tighten the massive 
monetary stimulus that markets had become used 
to. This uncertainty has been front and center 
during Q2.

• 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 interest rates of government bonds moved up 
during the first half of the quarter, as there were 
some sable rattling from the Fed when the dot plot 
moved to indicate that a hike could indeed come 
earlier than previously priced into the markets. But 
from mid-May this reversed quite dramatically 
resulting in an aggressively flatter curve.  

This turnaround was to a large extent triggered by 
discussions about starting tapering the monthly 
120bn QE-buying. So, could we be in for a Taper 
Tantrum 2.0? Something as tumultuous as the 
market moves in May and June 2013 perhaps? 
Interestingly, this time around when the Fed uttered 
the dreadful T-word, markets responded with 
pushing long yields lower,
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quite a difference from the reaction in 2013.

A normal reaction to such news would otherwise 
be higher rates, as a significant buyer reduce its 
buying activity in the market. One interpretation 
of the market reaction to the news might be that 
investors see an early tapering as a policy 
mistake. This could explain the negative reaction 
in the equity markets. If Fed is seen as 
withdrawing stimulus too early, then the economic 
recovery will be under threat, which will lead to 
a flatter yield curve and falling demand for risk 
assets, such as corporate bonds and equities.

If we take a look at reactions historical tapering 
of QEs, Bernanke’s announcement in May 2013 
would be a naturally comparison. This was 
followed by rather violent market reaction to the 
news that the Fed was going to “step down” its 
buying activity.

However, the environment was very different 
back then. When the Fed met January 29, 2013, 
the unemployment was 7,9% and core PCE 
+1,7%, at the March 19 meeting they were 
7,7% and 1,6%, and April 30 7,5% and 1,5%. 
Hence, there was a low and falling inflation trend 
and a high and falling unemployment. Investors 
saw it as a policy mistake to reduce stimulus in 
such a macroeconomic environment with falling 
inflation and high unemployment and sold off risk 
aggressively. 

Today we have quite a different macroeconomic 
setting. There is no question that the inflation data 
is keeps coming in on the high side despite some 
retracement in the commodities markets lately. It is 
certainly higher than markets expectations as seen 
in Citi inflation surprise indicator. Unemployment is 
at multi-decade lows. With this background, a less 
accommodative monetary policy would not be a 
mistake.

But central banks seem to get less hawkish, 
tolerating higher inflation going forward. Even 
though ECB has a lot less influence on the global 
financial markets than the Fed, it is interesting to 
note that they recently followed Fed and adjusted 
their inflation rate target. Last time they did so 
was 20 years ago. The old target “below but 
close to 2%” is now changed to 2% with a 
symmetrical tolerance around that target. Fed has 
already shifted their target in a dovish direction 
by implementing an average inflation rate target.
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Graph 1. Citi Inflation Surprise Index. Source Citi



*Data from the X-class
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They where up with +27,6%, +26,9% and 
+26,8% respectively. Tomra got a new CEO 
from Yara, Tove Andersen, during the quarter, and 
Sofina reported a lower COVID-induced draw 
down (-11%) than market expected. Straumann 
issued a positive profit warning April 29 
expecting a revenue growth of mid-high twenties 
percent.

On the other hand, companies like Atlas Copco 
with +0,24% for the period, consumer staples 
group ICA with -2,7% and Durr with -8,8% 
reduced the performance of the fund during the 
quarter. 

Graph 2. Q2 2021, the Fund* delivered a return of 
+11.33% over the quarter. Source: FactSet, RBC ISINs

Class A LU1972727835

Class B LU1972727918

Class I LU1972728213

Class X LU1972728304

Table 2. Fund statistics for Q2 2021 compared to 
benchmark, Stoxx Europe 600.

Hence to see a hawkish policy mistake given this 
kind of dovish sentiment within the central banks is 
quite unlikely. Given the dovish shifts of the worlds 
two most influential central banks, and the 
expectations they have about a transitory inflation 
spike this year, a new taper tantrum could not be 
the main scenario. 

Performance review 

The fund started the quarter well and rose faster 
than the market until early May, gaining some 6%. 
Then there was a retracement until mid May when 
the outperformance resumed. All in all, the fund 
delivered a return of +11.33% during Q2, 
compared to the market +6,18%.

The standard deviation of the fund was 12,02% 
compared to the index 11.05% in Q2.

Table 1. Fund statistics since inception to end of Q2, 
compared to benchmark, Stoxx Europe 600.

Especially companies like Tomra, Sofina and 
Straumann helped generate performance during 
the quarter. 
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Currency

60.53% - EUR
17.21% - CHF
11.84% - SEK
5.78% - DKK
4.65% - NOK

Country

29.79% - Germany

17.21% - Switzerland

13.20% - Belgium

11.84% - Sweden

5.97% - Netherlands

5.78% - Denmark

4.65% - Norway

3.34% - Italy

2.27% - Spain

Sector

21.93% - Healthcare

20.11% - Industrials

15.46% - Technology

13.64% - Consumer Defensive

11.25% - Financial Services

5.95% - Cash

3.56% - Energy

3.15% - Real Estate

2.66% - Communication Services

2.27% - Consumer Cyclical

Marketcap

78.97% - Large

8.76% - Mega

6.29% - Mid

5.95% - Cash

0.02% - Small



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.
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