
LMM Europe Equity Select UCITS Fund

Quarterly Fund Review Q4 2022

• 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 

During Q4 some risk appetite came back 

into the market as it became clearer that 

the inflation surge is abating, and it turned 

out to be a quite constructive quarter for 

the stock market.

2022 was the year of duration risk, as 

inflation and interest rates started to climb 
aggressively, which we discussed in Fund 
Review Q4 2021. This meant that long 
duration assets, like companies with 
expected rise in profitability far out into the 
future was, revalued in classic DCF 
valuation models. This could for example 
be seen in the rather significant 
revaluation of high multiple tech stocks.

• 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  

Now, 2023 seems to become the year of 

credit risk as these higher interest rates 

filters through the economy and starts 

squeezing free cashflow and solvency in 

leveraged companies. This is quite normal 

and happens in every interest rate cycle. 

Perhaps less well understood is the change 

in funding risk that BoJ initiated in 

December, when it altered its yield curve 

control. The effect of this might spill over to 

the credit market and reinforce the tighter 

credit conditions from higher interest rates. 

Since JPY has been the funding currency of 

choice for many years, the unexpected 

change in BoJ stance will shake the 

foundations of leveraged finance. 
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The effects of this shift will be felt and 

noticed in global financial markets during 

2023, and the magnitude of the effects 

will unlikely be small. Some corners of the 

financial markets have already been 

affected by this, for example the niche 

market of Danish mortgage bonds. 

2023 is also likely to be the year of falling 

inflation rates. However, if we look a bit in 

detail at inflation, there has recently been 

some discussions about core vs headline 

inflation. Which one is the most important? 

Both actually, but over different time 

horizons. It is the rise and fall of the 

headline inflation that first impact the 

economy. It distorts aggregated demand, 

by changing household disposable 

income after fixed costs. Thereby 

impacting the structure of demand in an 

economy. But it is persistent high core 

inflation that might spark the dreaded 

wage-price spirals. 

A supply chock as covid and the Russian 

invasion of Ukraine, gives a one-off shift in 

inflation. More lasting price increases are 

probably coming from supply line 

diversifications where firms add suppliers 

outside of the cheapest countries to 

higher cost producers, but that offer 

higher security and better continuation of 

production. This is a process that takes 

several years to complete and will 

therefore feed into the inflation figures 

during that time. 

Upticks in aggregate wages might not 

necessarily mean that wages have 

increased for the same job. During the 

chaotic labor market of the pandemic, 

especially in the USA, many jobs with low 

productivity disappeared. 
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When these unemployed workers get a 

now job now after the pandemic, some 

studies suggest that they get employed in 

higher productivity jobs that generates a 

higher salary. This is discussed in more 

depth by David Autor together with 

Arindrajit Dube and Annie McGrew, slides.

In the beginning of 2023, the world will 

probably experience lower economic 

growth in all 3 major economies, but for 

different reasons. 

China’s messy exit from Covid restrictions is 

crippling the supply lines with millions of 

people getting infected and not able to 

work. At the same time demand of 

domestic services as well as input goods to 

the industry is suffering. Add to this an 

unsolved real estate crisis from last year 

that will continue to be a wet blanket over 

the economy this year, and we should 

expect little contribution to world 

economic growth from China at the start 

of 2023. 

In the EU, the major issue for the economy 

was naive national energy policies in 

Germany and some other counties, 

making them very vulnerable to supply 

disruptions. This has been resulting in 

extreme energy prices that sucked 

demand from other goods for households 

and made industries unprofitable at 

current output prices.

https://bcf.princeton.edu/wp-content/uploads/2022/10/Combined-Slides.pdf


            

The US is the least bad of the three and it 

seems like even though growth will slow, it 

will probably not enter negative territory 

and dip into a recession. Here, tighter 

monetary policy is what slows down the 

economy, in order to bring inflation back 

to target. 

The challenge for the Fed this time is that 

the inflation is primarily supply driven, 

which we discussed in a previous Fund 

Review Q1 2021. This means that it is quite 

difficult to curb with higher interest rates, 

as this will mainly affect the demand side. 

It will be a rare feat if Fed actually can pull 

off a soft landing, and the jury is still out on 

that. 

Interestingly, this coming slowdown in 

economic growth is very well understood 

by investors and therefore already, to a 

large extent, priced into the market. This 

can for example be seen in increased 

cash positions.

So given that there will be no serious 

policy error by the major central banks, 

there is plenty of dry powder waiting to be 

used if the soft landing actually happens. 
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Performance review 

The Fund developed in tandem with the 

market and rose during Q4. 

The funds best performers last quarter was 

Meier Tobler, Brederode and Talgo.

Meier Tobler was also the third quarters’ 

best performer. The company has shown 

that it manage to deliver despite issues in 

their supply chain. The stock rose 17,1% 

over the quarter.

The funds worst performer over the quarter 

was Tomra Systems, Aker BP and Crop 

Energies. Tomra fell 12% due to lower 

reported EBITDA. Revenues was up +9,4% 

but cost inflation eating into the margin 

that was down from 44% to 41%.

    

    

    

    

    

     

     

     

     

     

                                                  

                        

                                         

Graph 1. American Investors portfolio cash levels. 
Currently at historically high levels (21,78%).

Graph 2. The fund rose 7,98% over the quarter while 
the benchmark appreciated 9,39%.

Source: FactSet, RBC

Measures
Europe 

Benchmark

LMM Europe Equity 
Select Class X

Annualised 
Return N/A N/A
Stdev 15.33% 22.75%
Beta 1 0.60
Period Return 9.39 7.98%
Risk Free Rate 2.00% 2.00%
Sharpe Ratio 2.81 1.56
Portfolio Alpha 0 -1.41

Table 1. Fund statistics Q4 2022. 

https://www.neoxcapital.com/uplds/history/Neox Fund 21 Q1 Review.pdf
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Table 2. Fund statistics since inception.

Graph 3. Since inception, the Fund delivered a 
return of 0,21% while the benchmark did 3,95%.

Source: FactSet, RBC

Measures
Europe 

Benchmark

LMM Europe Equity 
Select Class X

Annualised 
Return 1.30% 0.07%
Stdev 20.52% 21.76%
Beta 1 0.81
Period Return 3.95% 0.21%
Risk Free Rate 2.00% 2.00%
Sharpe Ratio -0.03 -0.09
Portfolio Alpha 0 -3.74      

      

      

      

    

     

     

     

     

     

                                                            

                        

                                                  

Copyright © Neox Capital, 2023

        

           

           

          

          

          

          

      

                   

                  

                  

                          

                          

             

                            

                      

            

       

               

                   

              

             

         

              

             

                  

            

             

            

            

         

             

           

           

            

Graph 5. Fund allocation

Source: Neox Capital, FactSet 



            

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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Available fund classes:

Class A LU1972727835

Class B LU1972727918

Class I LU1972728213

Class X LU1972728304
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