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Fund Performance August 4th to September 1st 

• The fund’s Net Asset Value decreased from 97.11 on August 4th to 96.58      
(-0.55%) on the most recent official NAV calculation on September 1st   

• South Korean equities had the largest impact on performance as they 
dropped by 10% from August 4th to 19th when the position was stopped out. 
South Korea is a very open economy and is as such a high beta play on 
global trade and the (corona) re-opening trade, which went into reverse as 
the Delta variant spread. Our long position in Korean equities caused as 
such a negative contribution of 0.97% over the month 

• Likewise, it was prudent from a risk management perspective to close out 
long FX positions (vs. USD) in CAD, NOK and SEK around the substantial 
market volatility on August 18th-19th. This cost the portfolio 0.34%, 0.27% and 
0.23 Also, allocations to Italian and US Tech shares hurt performance by 
0.43% and 0.54% respectively 

• However, we kept our long AUD / short USD position open during the mid-
month volatility. This ended up adding 0.21% to the return 

• Commodity prices generally traded lower during August – amidst high 
volatility. As such, our equity basket of Metals & Mining stocks subtracted 
0.24% from returns 

• On the positive side, Atlas’ substantial exposure to value stocks paid off – 
with a +0.33% contribution to returns 

• Our selection of individual Greek Banks rose 2-5% on the month and added 
(combined) 0.16% to the overall return 

• Various long positions in Russian equities make up one of our largest 
positions (relative to the fund’s Net Asset Value). Russian equities rose 
almost 5% during August and added 0.80% to performance 

 

Macro and policy backdrop 

• In Merrill Lynch’ latest Global Fund Manager Survey, investors reported to 
being most concerned about inflation, tighter US monetary policy as well 
as the spread of the delta variant 

• Our top down view is that the fundamentally healthy macro and policy 
backdrop won’t be affected by inflation nor the delta variant 

(1) The high inflation in the US is likely to be transitory and has 
started to trend down again (4.3% YoY in July vs 4.5% in June) 

(2) The delta variant could be about to peak in the US and we don’t 
see new lockdowns on the horizon in Europe or the US 

• The US economy is growing at a 5.7% annualized rate right now, according 
to Atlanta Fed. Corporate earnings typically have a 6-7x beta to economic 
growth, so we expect companies to continue to perform well  
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• All in all, our fundamental ‘Goldilocks’ view is still intact, and 2021 reminds 
us in many ways of the situation after 2001 when Value and Emerging 
Market shares began a multi-year outperformance amidst USD weakening  

• The fund’s exposure to risky assets is today higher than was the case one 
month ago – for example, total fund leverage (relative to Net Asset Value – 
NAV) today stands at 185% vs. 134% last month  

• Of this, the exposure to equites stands at 87% of the Fund’s NAV 

 

Equity Markets 

• The US Q2 earnings season is now over and the stellar performance 
supports the view that we are now firmly in what Goldman Sachs calls the 
‘Growth Phase’ – i.e. the part of the cycle where companies have to deliver 
on rising earnings expectations, in order to propel equity markets higher 

• 87.2% of S&P500 companies have delivered better than expected earnings 
in Q2 – this is the highest level seen in the 30 year data history we have 
available. Q2 earnings have risen 93.1% YoY, which is 16.4pp better than 
expected 

• Though equity prices after strong performance in the first two quarters are 
up by roughly 20% YTD, this is more than countered by a rise in forward 
EPS estimates. As such, 12m forward Price Earnings Ratios are actually 
lower today than was the case at the beginning of the year 

• Global Equity Risk Premia (‘ERP’ - the difference between equity earnings 
yields and 10y government bond yields) still stand at around 6%. As such, 
we still view global equity markets as being attractive from a valuation 
standpoint, and the asset class is still being supported by the fundamental 
macro- and policy backdrop (as discussed on the previous page) 

• On a tactical level, we are a bit more cautious based on various investor 
positioning indicators  

• US Tech remains crowded and overvalued, while Chinese stocks now 
appear undervalued. We do not believe that it is the time to buy Chinese 
stocks yet, but we are monitoring Chinese monetary and fiscal policy 
closely for signs of increased stimulus 

• Regionally, we prefer Europe and Emerging Markets where ERP are 
highest/most attractive. US equities, on the other hand, suffer from 
relatively lower ERP, although it is still more than 5.5% 
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• Long positions in EM and European Value stocks form a core holding in the 
portfolio, based on our long term fundamental view that Value stocks are 
historically cheap (especially vs. Growth stocks). The cycles are long, and 
Value looks set to outperform Growth for the next 4-6 years 

• The fund’s exposure to Russian equities continues to be around 25% of 
NAV. Russian equities are both cheap (PE of just 7.4x) and highly correlated 
to oil prices, which we have a bullish view on 

• We have also bought Italian shares over the last month. Italian stocks look 
cheap on fundamental metrics, and Italy currently has a relatively stable 
and reform-oriented government 

• Elsewhere, the fund is long selective Greek bank shares. Greece is a high 
beta play on the covid-19 reopening trade (tourism), the Greek economy is 
at an inflection point (partly due to more flexible labour market laws) and 
the government is removing bad debt from banks’ balance sheets through 
securitization programs with government guarantees 

 

Commodities 

• Commodity markets look set for a rerun of the long bull market which 
started in the early 2000s 

• Why? In short because “decarbonising means metallising” 

• If the global goal of a 70% reduction in CO2 emissions is to be reached by 
2050, then, by some calculations, global capex needs to increase from 
25.8% of GDP to around 28%. This is equivalent to a rise in annual capex of 
USD 2000bn. This is roughly the same capex increase as that witnessed 
during the BRIC boom of the 2000s 

• This will result in a sustained metals demand boom 

• Copper, in particular, looks set for a sustained bull run. Renewable energy 
sources use 3-8x more copper as input for every MW they produce 
compared to conventional energy production. And wind and solar energy 
is estimated to account for 40% of global electricity production by 2050 
(although nuclear fusion might partially upset that forecast) 

• Also, countries use much more copper as they become more prosperous. 
For example, when India and Indonesia get just half as rich as China, global 
copper demand will increase by 30% just because of this. Furthermore, the 
ongoing switch to electric cars will be a big driver. Today, the production of 
an electric car requires on average 83kg of copper – compared to just 23kg 
for the production of a car with a traditional internal combustion engine 

• In order to benefit from these themes, the fund is long selective materials 
and mining companies, long CAD (vs. USD), long Russian equities, and 
copper. The main trigger will be a reversal in the Chinese economy, which 
is now slowing cyclically but is likely to re-accelerate within 6-9 months, if 
not before.  
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• This month, we have also added a long position in silver, which looks 
interesting from a technical and fundamental perspective.   

 

Foreign Exchange 

• In recent decades, the US dollar has traded in regular patterns: 5 bullish 
years followed by 10 bearish years 

• The combination of Federal Reserve QE, the switch to Average Inflation 
Targeting and twin (fiscal and current account) deficits plus negative 
developments in net foreign direct investments, means that we are likely 
to be in a longer term USD bear market 

• USD weakness is typically a positive for EM companies which have large 
amounts of USD-denominated corporate debt. The fund is long EM value 
shares 

• In the short term, seasonality effects are usually bearish for the USD in Q3 
and Q4. 

• There is also a strong net long speculation position in the USD, which can 
amplify the move in the opposite direction when the trend turns.  

• We are long AUD vs. USD given our positive view on commodity prices, 
and AUD’s very high correlation to these 

• The fund has re-entered a long position in Canadian dollars (CAD) vs. USD 
based on our positive view on oil prices as well as the outlook that the 
Bank of Canada is likely to raise interest rates much sooner than the US 
Federal Reserve 

• Recently, we also re-entered long NOK vs. short USD as the Norwegian 
Krone looks very cheap based on various  fundamental metrics  
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Disclosures & disclaimers 

• This material was produced by Apex Asset Management AG (hereinafter 
“Apex”) with the greatest of care and to the best of its knowledge and 
belief.  

• The document should not be considered investment advice and not 
intended to form the basis for marketing to the public independently and 
should be read in conjunction with relevant Key Investor Information 
Document as well as the prospectus as amended from time to time.  

• Apex does not provide any guarantee with regard to the content and 
completeness of this material and do not accept any liability for losses, 
which might arise from making use of this information. The opinions 
expressed in this document are those of Apex at the time of writing and 
subject to change at any time without notice. It has been the endeavor to 
ensure that information contained herein is as accurate as possible. 
Typographical errors may occur. 

• The material contains information available to the public and own 
calculations made thereon. Part of the information in this material may 
come from published sources prepared by other parties.  

• If nothing is indicated to the contrary, figures are not audited.  

• This material is intended for use only by investors for whom Apex has 
prepared the material and for whom it has been produced as personal 
information. Any doubts about the content or interpretation of the 
information contained herein should be clarified by consulting with, for 
example an investment adviser, accountant, legal, financial, or other 
advisors. 

• This material is provided for information purposes only and cannot be 
considered as investment research. It does not constitute an offer or a 
recommendation to buy or sell financial instruments or banking services 
and does not release the recipient from exercising his/her own judgment.  

• The recipient is in particular recommended to check that the information 
provided is in line with his/her own circumstances with regard to any legal, 
accounting, regulatory, tax or other consequences, if necessary with the 
help of a professional advisor.  
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• Any information on return targets, simulated previous returns or potential 
future returns presented in the material cannot be used as a reliable 
indicator of future returns, and returns may be negative. Information on 
price developments presented in this sheet cannot be used as a reliable 
indicator of future price developments, and price developments may be 
negative. Gains may increase or decrease due to foreign exchange rate 
fluctuations. If a factsheet contains information on a specific tax treatment, 
it should be borne in mind that the tax treatment depends on the investor's 
individual situation and may change in future. If the sheet contains 
information based on gross returns, however, fees, commissions and other 
costs may reduce returns. Any information herein may be changed later as 
a result of update in prospectus or updated on the basis of empirical data 
obtained, experience gained, actual market price development, etc., if the 
explicit assumptions or expectations mentioned in this factsheet prove to 
develop differently. 

• Historical performance indications and financial market scenarios are no 
guarantee for current or future performance. Performance indications do 
not consider commissions levied at subscription and/or redemption. 
Furthermore, no guarantee can be given that the performance of the 
benchmark will be reached or outperformed.  

• This material may not be reproduced either in part or in full without the 
written permission of Apex.  

• This material is expressly not intended for persons who, due to their 
nationality or place of residence, are not permitted access to such 
information under local law. Neither this document nor any copy thereof 
may be sent, taken into or distributed in the United States or to any U.S. 
person (within the meaning of Regulation S under the US Securities Act of 
1933, as amended).  

• Not all products and services are offered in all countries 

Copyright © 2021 Apex Asset Management AG. All rights reserved. 
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