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Markets
Whether a country is doing well or badly depends, among other things,
on the willingness of its inhabitants to work, on their education, creativity
and innovativeness. Their behavior is determined by education and training,
social, religious and cultural beliefs and economic experiences. In order for
the positive factors to take effect, an institutional environment is needed
in which people have incentives to invest in their education and training,
to perform well and to be creative. Equally important are the incentives to
save or invest. Without the continuous accumulation of productive capital,
there can be no sustainable growth. In addition, workers must have the
opportunity to keep much of the return on their investment to themselves.
The importance of the institutional environment for the economic success
of a country is demonstrated by the enormous economic growth in China
following the change of system. The success began with an analysis of
the institutional environment in the successful industrialized countries. A
largely liberal society functions best when individuals voluntarily adhere
to certain norms that are recognized by society as the right ones. This
insight is increasingly being forgotten, especially by the exponents of the
Swiss economy. The consequence is over-regulation of society with the
corresponding negative effects.
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Performance
In a volatile market environment, the price of Formulafirst Ltd. slid by
13.34 % in March 2020. The MSCI Europe lost 14.64 %. The resulting
outperformance of Formulafirst Ltd. compared to the MSCI Europe is 1.30
percentage points for the month of March 2020. Since the beginning of
2020, a slight underperformance of 0.09 percentage points has resulted.

Breakdown by sectors

Investments
Active portfolio management is an essential component of the realignment
at Henkel. The Company has identified with a focus on consumer businesses
brands and categories with sales in excess of one billion euros, of which
approximately 50% are to be sold or discontinued by 2021. The remaining
50% will be turned around. M&A activities remain an integral part of
Henkel’s strategy. While Adhesive Technologies is focused on expanding
its technology leadership, the focus in the consumer businesses is on
leading country and category positions. In order to strengthen competitive
advantages, strong innovations are being accelerated, sustainability is being
reinforced as a differentiating feature, and value creation for customers and
consumers is being increased through digitization. SAP cloud revenue in Q4
2019 was strongly driven by Ariba, Concur, and human capital management.
There is still great potential for S/4 HANA, as the share of new customers
consistently exceeds SAP expectations. Large companies are increasingly
switching from Oracle to SAP. Ford is also a new customer of SAP. SAP wins
renowned customers from the competition. The reasons for the changes
are: a) the S/4 HANA database, b) the customer has a free choice between
on-premises solutions, the cloud or a hybrid solution, c) the customer can
either choose the SAP cloud or a hyperscaler such as Microsoft, Amazon,
Alibaba or Google. The free choice is a huge competitive advantage for SAP.
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Outlook
Many central banks, such as the Fed, are acting in the current environment
with massive interest rate cuts and sharp increases in liquidity. We assume
that numerous other countries will put together larger fiscal packages as
quickly as possible. These measures are necessary to ease the financial
burden on business and consumers with tax breaks, credit guarantees,
etc. This should help to maintain solvency. At the end of COVID-19, the
global economy is left with a wealth of stimuli, a sharply reduced interest
rate level, very low energy costs and considerable, pent-up demand. Thus,
an economic upturn is on the horizon with correspondingly strong stock
markets.

The largest positions
SAP SE
Fielmann AG
Rational AG
Vifor Pharma
Swatch Group AG
SGS SA
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8.8%
8.7%

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)
31.3.2020
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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 e
 xceed 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 (27.44), at the previous year
end (30.95) respectively 3 years ago (31.04). 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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