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CHF 27.21
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-19.02%

4.16% p.a.

Markets
For years, the West has been following China’s rise to world power with
growing unrest. Strategists in Europe and overseas speak of a new cold war.
This in reference to the confrontation between America and the Soviet Union
in the 20th century. The characteristics were, among other things, strong
ideologies, military armament, proxy wars, diplomatic, propagandistic and
economic offensives. China today is economically, not militarily, stronger
than the Soviet Union was, and pursues a comparatively wiser, pragmatic
policy. It has undertaken extensive reforms, while Moscow already failed
at the attempt and lost its empire of that time. Since the beginning of
Xi Jinping’s administration, however, the pragmatic has given way again
to the ideological, and domestic control has been tightened. In foreign
policy, a sharper, confrontational rhetoric is cultivated. This is in response
to instructions from the party’s Central Committee that the aggressiveness
must be strengthened, and the fighting fitness improved. In the meantime,
the tone has been tempered again, because the Foreign Ministry feared
that the agitation could isolate China globally. This fear is well-founded.
The disillusionment with China affects not only the Trump administration
and the Europeans, but also Australia, India and Southeast Asian states. It is
hardly in Beijing’s interest to continue working on self-encirclement.
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Performance
In a weak market environment, the price of Formulafirst Ltd. slid by 9.36%
in October. The MSCI Europe lost 5.10%. The resulting underperformance
of Formulafirst Ltd. compared to the MSCI Europe is 4.26 percentage
points for the month of October 2020. Since the beginning of 2020, an
outperformance of 6.64 percentage points has resulted.

Investments

Henkel’s Laundry & Home Care Division achieved strong organic sales
growth of 4.9% in H1 2020, mainly due to higher volumes. Home Care
was the key driver of this performance, with double-digit organic sales
growth. This was based on strong product launches and increased demand
for hygiene products. The core brands Pril, Bref and Somat all achieved
double-digit growth. Laundry Care achieved good organic sales growth,
driven in particular by a strong performance in heavy-duty detergents. This
was largely based on the success of the Megabrand Persil, which achieved
double-digit organic sales growth. The pandemic led to increased demand
for digitization products at SAP SE. Customers have seen that they need
to move forward in this area. In some cases, increased digitization is also a
matter of survival. This has also reinforced the trend towards the cloud. The
public sector also has a lot of catching up to do in terms of digitization. SAP
as a company continues to operate almost normally during the pandemic,
which is a good reference for product sales to customers who are struggling
with the same problems in sales etc. The majority of SAP’s consulting is
done on-line. Software revenue decreased by 18% in Q2 compared to the
same quarter of the previous year, compared to a 31% reduction in Q1,
2020. The improvement was due to a shift of orders from Q1 to Q2.

Breakdown by sectors
Healthcare

30.2%

Materials

26.0%

Industrials

15.6%

Consumer discretionaries

13.8%
7.4%
5.4%

IT
Consumer staples
FX -0.4%
Cash

2.0%

Country Breakdown
Germany
Switzerland

59.2%
40.8%

Outlook
All indications are that whichever party wins the U.S. election, the U.S.
government will sharply increase fiscal spending. The Fed, for its part, is
now mainly concerned with the fight against deflation. In an initial phase
of this policy shift, fiscal expansion will boost economic growth and thus
corporate profits. The Fed will continue to keep interest rates low for the
time being. Inflation is likely to rise only slowly. This will lead to significantly
higher asset prices in the coming months, including equities.

The largest positions
Fuchs Petrolub

9.9%

Wacker Chemie

8.3%

Fielmann

8.3%

SGS SA

8.3%
8.2%

Swatch Group
Forbo Holding

7.8%

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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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 (CHF 30.02), at the previous
year end (CHF 30.95) respectively 3 years ago (CHF 33.60). The performance since inception (18 December 2002) reflects the annualized yield
since 18 December 2002 till today, using a start NAV of CHF 13.-.

Company:

Formulafirst Ltd., British Virgin Islands

Board of Directors:

Derek P. Baudains, Paul Broxup,
Markus Gresch

Investment manager:

2trade group ltd., Zug

Management team:

Sammy Matter, Martin Treffer,
Daniel Biedermann

Auditors:
Corporate structure:
Inception:
Type of stock:
Shares outstanding:
Market capitalization:
Listing:
Fees:

PricewaterhouseCoopers, Zürich
Public limited company
18.12.02
bearer shares
454,623
CHF 13 mn
Swiss Exchange SIX
Management fee of 1.5% p.a.,
Performance fee 20%
current hurdle at CHF 33.19

Security number:
Reuters:
Bloomberg:
Net asset value:

146 29 83
FFI.S
FFI SW Equity, FFI SW Equity NAV
Website daily, Wednesday/Saturday in FuW
(Finanz und Wirtschaft)

Address:

2trade group ltd.
Baarerstrasse 2, CH-6300 Zug

Investor relations:

Dynamics Group Ltd.
Alexandre Müller
Tel.: +41 43 268 32 32

Internet:
E-mail:

www.formulafirst.vg
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