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Markets
US President Trump has taken first steps to reduce the proliferating regulation
of the financial system. These are the first symptoms of a probably radical
restructuring of American regulation. The Dodd Frank Act, which was
brought into effect due to the financial crisis in 2010, is not being changed
yet – this is the parliament’s job. However, its implementation is now being
stopped. The modifications resulting from the executive orders will increase
the scope for American banks, asset managers and insurance firms. This
will impact the Swiss financial center negatively. Against this backdrop, it is
incomprehensible that in Switzerland politicians and lobbyists still fervently
try to promote new regulations, with which they hope to gain access to
the EU market. They hope that the two financial laws Finig and Fidleg will
be passed soon. However, the latter would burden many asset managers
and investors with rules of conduct and business restrictions similar to the
regulations that are now being suspended in the USA. Although Swiss
banks should be protesting vehemently against these new regulations, their
resistance is low. In the past few years American financial institutions have
recovered significantly better than Europeans, they are better capitalized
and less burdened by non-performing loans. If they now also get more
scope, Switzerland would not be in a position to do anything else than
trying to keep up.
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Performance
In a friendly market environment, the price of Formulafirst Ltd. increased by
2.44%. The MSCI Europe rose by 2.96%, resulting in an underperformance
of Formulafirst Ltd. against the index by 0.52 percentage points for the
month of March 2017. Since the beginning of the year 2017 it resulted in
an outperformance of 1.49 percentage points.

Investments
In 2016, Henkel’s adhesives segment recorded an organic growth of 2.8%
(2.5% volume, 0.3% price). The business units packaging, consumer and
craftsman, electronics and general industry registered a good development.
The sectors transport and metal accounted for strong organic sales growth.
The emerging markets saw a high organic growth, to which Latin America
(Mexico!) contributed with a double-digit addition. In Eastern Europe,
especially Russia and Turkey developed strongly, while in Asia (excluding
Japan) India and China performed particularly well. Organic sales in the
matured markets remained on the level of the previous year. With 18.2%
(+110bp) the segment adhesives achieved the highest adjusted EBIT margin
ever. Information spreads quicker and quicker, which proves beneficial for
SAP’s business. In order to be able to manage risks better, companies need
to have information ideally on real-time basis. For 2020, SAP targets the
cloud subscription and support business to contribute to total sales with
30%. The contribution target of the on-premise business’ maintenance
service to total sales is set at 40% to 45%. Hence, 70-75% of SAP’s sales
in 2020 would come from stable business. As the investment phase should
be completed by 2017/early 2018, SAP’s profit growth is likely to accelerate
from 2018 onwards and especially from 2019. From 2019, SAP wants to
scale up.

Outlook
Despite many uncertainties, the near-term economic outlook remains
friendly. Most economic indicators are pointing upwards. The initiatives to
improve the supply side by reducing regulations, reforming the taxation
system and increasing infrastructure spending will increase growth. Until
today, the economic expansion has lasted very long as the moderate increases
have not lead to the creating of a classic late-cyclical imbalance. Except a
few occasional setbacks, the stock markets are likely to keep developing
well in the next 12 months, particularly because many professional investors
maintain a largely underweight position.

Breakdown by sectors
24.9%

Industrials
Consumer discretionaries

24.9%
18.0%

Healthcare

18.0%

Materials
8.1%

IT
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Consumer staples
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Country Breakdown
Germany
Switzerland

62.5%
37.5%

The largest positions
Swatch Group
SAP
Dürr AG
Forbo
Fuchs Petrolub
Fresenius SE

9.2%
8.1%
7.8%
7.4%
7.3%
7.2%

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

Smart Owners consistently outperform the market (indexed)

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).
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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.

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%.
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Company details
Company:

Formulafirst Ltd., British Virgin Islands

Board of Directors:

Derek P. Baudains, Christopher David Parish,
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
1,229,151
CHF 38 mn
Swiss Exchange SIX
Management fee of 1.5% p.a.,
Performance fee 20%
current hurdle at CHF 31.05

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-6301 Zug

Investor relations:

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

Internet:
E-mail:

www.formulafirst.vg
info@formulafirst.vg

