Monthly Report August 2019

Performance as of August 31, 2019

Aktienmärkte Weak
Performance Underperformance
Investments Invested
Ausblick Better

Net Asset
Value

August
2019

2019

3 years

Since
inception

CHF 28.39

-2.14%
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-0.49%

4.72% p.a.

Markets
American Democrats can’t find a cure for President Trump. He has a good six
months behind him and his prospects for re-election in 2020 have improved.
For the most part his policy is successful, especially in the economy. The
Democrats seem to have run out of ideas. After putting all their cards on
the special investigator Mueller to delegitimize Trump, they are now emptyhanded. As the last act of desperation, they swing the racism club. As this
does not lead to the goal, the Democrats cannot avoid formulating a policy
that is not only good for their base in the large coastal states. They must
also target those states that voted for Trump last time with a suitable policy.
But they are doing exactly the opposite. All their presidential candidates
have slipped strongly to the left - to the left of the position Obama had
taken. Trump has approval rates in these states that are solid, but rarely
exceed 44%. Trump is not a racist. His economic policy also favors the black
and Latino middle classes. He calls a spade a spade which is not mentioned
in better society. This makes up a large part of his appeal. The credible
democratic candidates in the 2018 congressional elections are hardly to
be heard of anymore. In the foreground are the four noisy congressional
women, who for Trump are a convenient target on which everything that
makes up the Democrats can be hit.
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Performance
In a weak market environment, the price of Formulafirst Ltd. slid by 2.14%
in August. The MSCI Europe lost 1.74%. The resulting underformance
of Formulafirst Ltd. compared to the MSCI Europe is 0.40 percentage
points for the month of August 2019. Since the beginning of 2019, an
underperformance of 2.40 percentage points has resulted.

Breakdown by sectors

Investments
The Fresenius subsidiary Helios invested heavily in new nursing staff and
advanced digitization. Organic sales growth increased as the number of
cases in Germany stabilized. Helios hired more high-quality nursing staff.
This allows higher quality services to be provided, which are also better
compensated. Helios will employ a few hundred more nursing staff, who will
also be reimbursed by the health insurance funds. Better qualified nursing
staff can also partly take over the work of doctors, e.g. documentation. In
addition, the higher number of staff means that Helios no longer has to
reject cases. SAP is benefiting greatly from the trend toward digitization.
Since 2015, SAP has brought over 11,500 customers to S4/HANA. This
means that more customers have already been acquired than at the time
of the introduction of R3! Customers want a complete solution portfolio
from SAP for digitization, including real-time data processing. The trend
continues. The companies want to become leaner and faster. Despite
profit warnings, companies such as VW, Daimler, Bayer, Continental and
Schaeffler continue to order software from SAP. To survive, SAP must make
its customers’ processes more efficient. While in 2007 the more predictable
revenues (cloud and maintenance revenue from software support) accounted
for 37% of SAP’s total revenue, the figure was 70% lately!
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Outlook
Although the US economy does not exhibit any major dangerous imbalances,
the monetary environment is too tight. Even after the Fed Funds rate was
lowered by 25 basis points, it is still well above the yield of the two-year
Treasury bond, which reflects market sentiment. The DXY Dollar Index
is trading firmly despite the interest rate cut, which is not only slowing
down the US economy. A very positive sign for the financial markets is the
doubled growth of the US money supply M1 since the beginning of this
year. If the US and China continue to reflate, share prices are expected to
rise significantly.

The largest positions
SAP SE
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SGS SA
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Fresenius SE
Forbo

This information is not an offer to purchase or subscribe to shares in Formulafirst and may not be circulated in any jurisdictions where it violates any applicable laws or regulations, including and without restriction in the United States of America. While the information given is considered reliable, Formulafirst, respectively 2trade group ltd. don’t guarantee that it is complete or accurate. Opinions and estimates may be
amended without notice. Past performance is not an indication of future performance.

Formulafirst – investing in “smart owners“
Formulafirst: the concept

Investment idea
Experience shows that owners generally invest more successfully than employees. The Investment company Formulafirst focuses on Smart Owners
as they are known. The investment universe consists of owner-managed
companies in Central Europe (D-A-CH).
Owner-managed companies and those that are controlled by owner-oriented groups of investors are generally distinguished by their consistent
strategy of long-term and sustainable growth. Since owner-managers have
a substantial share of their wealth and, in most cases, of their working time
invested in the company, their strategic business orientation includes goals
such as maintaining the company’s independence, a smooth transfer to
the next generation as well as safeguarding and growing the company’s
assets. The long-term perspective, in some cases spanning several generations, is a major reason why these companies are more focused on their
long-term strategic positioning rather than on the short-term maximization
of returns.

Smart Owners consistently outperform the market (indexed)
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700
600
500
400
300
200

100
80
70
60
50
1998

2000

2002

2004

2006

Smart Owners Index (EUR)

2008

2010

2012

2014

2016

2017

2018

2019

MSCI Europe Index (EUR)

Company details
Investment criteria
For owner-managed companies to be included in the investment universe
of Formulafirst, the following conditions must be met: a) headquarters in
Central Europe (Switzerland, Austria and Germany), b) listed on an regular
stock exchange, c) minimum market capitalization of EUR 100 million, d)
managed by owner-managers holding at least 15% but no more than 75%
of voting rights. The universe of owner-managed companies from which
the best stocks are picked by Formulafirst for investment includes the 50
such companies with the highest market capitalization.
The companies selected form the basis for Formulafirst’s investments.
Investment strategy
Made up of the 50 owner-managed companies the investment universe is
screened by a thorough fundamental analysis in a primarily “bottom-up”
approach and the most promising stocks are identified.
Formulafirst invests in equities convertible instruments, options (managing existing positions), futures (to hedge currency and market risks) and
shares of holding companies and funds. Investment exposure is 100% of
company assets. The investment horizon is long-term and the selection of
portfolio positions is limited to a reasonable number. The size of individual
investments may not exceed 10% of the portfolio when purchased (cost).
The investment style is primarily based on the “value” approach and investments are made in an anti-cyclical manner. The maximum sector weighting
in the portfolio should not exceed 30%.
NAV and performance calculation
The Net Asset Value (NAV) of the Company is equal to the total assets less
total liabilities of the Company (determined on the basis of International
Financial Reporting Standards, consistently applied). The NAV per share is
calculated by dividing the NAV by the amount of outstanding shares of the
Company on the calculation day of the NAV. The monthly, year-to-date as
well as the 3 year performance are calculated by dividing the actual NAV
per share by the NAV per share a month ago (29.01), at the previous year
end (25.92) respectively 3 years ago (28.53). The performance since inception (18 December 2002) reflects the annualized yield since 18 December
2002 till today, using a start NAV of CHF 13.-.
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