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5.86% p.a.

Markets
Due to the research conducted in the field of behavioural economics it is
known that people often behave differently than it is assumed when drafting
economic policy measures. This insight calls for restraint in economic policy.
Unfortunately, reality is different. Based on few or unverified conceptions of
the human behaviour in certain situations, people’s actions are tried to be
controlled with detailed interventions in the markets, the creation of incentive
structures, sophisticated regulations or activist economic policies. As the
reactions often differ from expectations, many of these attempts have failed.
For example, the bonuses granted by banks as a performance incentive have
led to massive losses and improper business practises instead of long-term
business success. In the same breath bank regulations can be mentioned,
which are becoming increasingly complex. Instead of making banks safer,
these regulations have misled them into creating mortgage-backed securities
to an extent which made a collapse of the real estate markets and banks
inevitable. Regulators did not learn much from this. The relatively low equity
requirements for real estate still encourage insurance companies building up
huge real estate portfolios.
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In a weak market environment the stock price of Formulafirst Ltd. adjusted
by 6.09%. The MSCI Europe lost 6.29%, resulting in an Outperformance
of Formularfirst Ltd. against the index by 0.20 percentage points in January
2016. An outperformance of 10.28 percentage points was achieved for the
year 2015.

Investments
The bottlenecks in ElringKlinger’s production of shielding parts have
already been resolved. Now the logistics are being completed. In 2016 only
extraordinary costs of up to EUR 10 million could incur. After having built
up capacities in the shielding parts area no imminent overcapacities are to
be expected. This division shows the strongest growth within the group.
ElringKlinger has received new orders, which are going to ensure the full
utilisation of capacities for a long time. The production in Switzerland will
not be expanded further but kept stable. New capacities in the shielding
technology division will be built in Hungary. The company possesses an
industrial estate there with a lot of land, which can be used for construction.
In a first wave Krones received orders by Coca Cola in the USA. Now the
negotiations with Coca Cola are for the third wave. Anheuser-Busch InBev had
announced an investment programme of USD 1.5 billion over 3 years for the
USA, whereof Krones might get a volume of orders of USD 700 million. These
negotiations have been postponed due to the merger of Anheuser-Busch
Inbev and SABMiller. However, the investments and hence the orders should
be fulfilled in any case, since the existing equipment is outdated. AnheuserBusch Inbev is consistently losing market share in the USA to medium-sized
breweries since the latter can win new clients with differently flavoured beers.
Anheuser-Busch InBev will have to invest therein too, while Krones may be
an appropriate supplier. In North America many small bottlers will have to
increase their investments too in order to remain competitive.
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Outlook
The question that investors might ask themselves at this time is if the selling
wave in the global stock markets is a correction or the beginning of a bear
market. We believe it to be the first case. Usually slumps occurred together
with recessions. These were normally the result of substantial economic
imbalances. That is how the US housing bubble led to the global financial
crisis. Considering the economic landscape it is difficult – at least in the USA
– to identify a very high imbalance that is able to cause a recession. Although
the housing prices have recovered considerably, the share of the house
building sector in the US GDP remains on half of its level compared to 2005.
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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
1,269,170
CHF 36 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

