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5.61% p.a.

Markets
For years real interest rates have been falling. This is the result of a savings
surplus. As the imbalance between saving and investing has lasted for a
long while, the question arises why, despite falling interest rates, people
are saving more and more. Saving and investing are not only dependent
on the current economic situation, but also on the expectations regarding
the future development in the economy, society and politics. The higher
the insecurity around these topics, the more is being saved and the less
invested. Politicians and central banks would have to put an end to
today’s widespread and immense uncertainty with a good and predictable
economic policy. However, there is little evidence for this. With the many
requests for interventions into the pricing mechanism, for specific taxes or
government grants, consumers and investors are being equally confused.
When considering the promises made by the public authorities for the social
sector, the constantly growing government expenditures as well as the piles
of debt, it seems like the politicians have an unlimited amount of funds
available. More and more people are realising that the governments are not
able to keep their promises. To protect themselves from this development,
they start saving, as no one knows which solution the countries will choose.
Instead of increasing insecurity with activism, the governments and central
banks should reduce uncertainty with clear statements on the future policy,
thus contributing to overcoming the global growth weakness.
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Performance
In a volatile market environment the price of Formulafirst Ltd. slid by
1.89%. The MSCI Europe lost 0.92%, resulting in an underperformance of
Formulafirst Ltd. against the index by 0.97 percentage points for the month
of October 2016. Since the beginning of the year 2016 it resulted in an
outperformance of 1.58 percentage points.

Investments
Krones will continue to expand in high growth markets such as Africa and
Asia. In China the company is about to re-launch more simple machinery
designed by Chinese for Chinese. Krones is compensating or overcompensating the cost increase through cost cutting programmes. The
positive development in Germany in H1 2016 was driven by innovations in
the product lines for customers having to reduce cost. In particular, these
were water bottling lines for a discounter. Mexico continues to develop well.
Africa is likely to recover. The course of business in Asia is being described
as good. China is expected to produce good figures in H2 2016, as a lot of
projects will become effective in terms of sales. On 30/08/2016 Rational
has launched a new series of the SelfCooking Center, which is a compact
unit about 2/3 as broad as the large SelfCooking Center and not as high.
The unit contains the smallest steam generator. It took some time until
Rational was able to develop and install an adequate steam generator for
such a small SelfCooking Center in a side space of the appliance, in order to
channel all the steam into the steam chamber at once. With this, the heat
distribution and steam saturation is ideal. On top of this, the design of the
appliance was improved, the LED lighting in the internal space expanded
and the software has become quicker.

Outlook
China and, following on it, Asia are experiencing an increasing recovery.
The Chinese real estate sector is strongly improving, the labour market
is being stimulated by the boom and the corporate profits are improving
in the context of growing export volumes. The rest of the world is likely
to benefit also from the beginning recovery in Asia. Besides, in the
economically relevant areas the growth of M1 as an important indicator
for the future economic development is significantly accelerating again. We
prefer stock investment in Europe, as these firms continue to benefit from
the tailwinds of the easy monetary policy of the ECB. More importantly,
their profit margins are likely to improve considerably, and the valuation of
the securities is still relatively moderate.
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Country Breakdown
Germany
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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
1,237,351
CHF 35 mn
Swiss Exchange SIX
Management fee of 1.5% p.a.,
Performance fee 20%
current hurdle at CHF 29.55

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

