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2018 YTD PERFORMANCE*:
Mid December, the Fund’s year to date performance stands at approximately -25% (as at 14/12/2018) while the
Fund’s benchmark has lost ~8.5%. Since inception in May 2015, the Fund has returned +4% while the benchmark is
down by -2%. Most of the outperformance created in 2015, 2016 and 2017 evaporated this year.
The Fund’s performance in 2018 is obviously a source of frustration for the investment team, and understandably
for the people invested in the vehicle. Multiple articles have been written about the valuation dichotomy in the
market between growth and value, with some statistical studies showing that it has reached a level not seen since
1999. It is however always difficult to call an inflection point in such a trend and the Investment Adviser would
refrain from doing so.
The team has always stressed that the Fund’s performance is only a reflection of the value created by the
companies in which the Fund is invested. This has always been the case, not only since May 2015 when the Fund
was launched, but from July 2002 when the Investment Adviser started managing third party assets. This year, it is
unfortunately not the case that markets are reflecting the value created by companies. Some quality companies
producing excellent results have seen their stock price fall by 30% or sometimes 40% during the year.
*For detailed performance information, please refer to page 5.

ALBIOMA HAS BEEN THE FUND’S LARGEST POSITION FOR MOST OF THE YEAR**:
The Fund’s largest position over most of the year has been Albioma, which is an independent energy producer
developing and operating projects in thermal biomass and solar power. Albioma’s core business is highperformance energy recovery from biomass that is free from any conflict of use, with particular emphasis on
bagasse, the fibrous residue that remains after sugar cane has been crushed.
Year to date, Albioma has declined by 20% in spite of the fact that it is the least cyclical company held in the
portfolio (its returns are guaranteed by the regulator), and the year is developing exactly as planned.
Recent news flow has been very positive for the company, but this has not been reflected in the stock price.


15th November – The French energy regulator approved the terms of a draft amendment between EDF and
Albioma Caraïbes power plant in Guadeloupe, allowing the conversion of the only 100% coal-fuelled facility
to operate with biomass. Converting the power plant to operate with biomass will increase the share of
renewable energy in Guadeloupe's energy mix to approximately 35% (from 20.5% in 2017).



4th December, the Company announced that the warrants issue reserved for 42 employees and the CEO
was met with great success with a subscription rate of over 140%. Each employee paid €0.90 for each
warrant struck at €20.9 with an exercise period between 2021 and 2024. Each employee implicitly created
the stock at €21.80, a great sign of confidence for a stock that closed at €15.70 yesterday.



11th December - Jacques Veyrat, 51% shareholder of the recently listed company Neoen, acquired 5.50%
for the company for €31.7 Million to clean up the residual stake held by the historical private equity owner
of the business at a 20% premium to yesterday’s closing price. A 20% premium for a minority stake.
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This specific example is here to demonstrate that the year to date mark to market evolution of Albioma, albeit
frustrating, is totally disconnected from the underlying fundamentals, the trust of its employees in the future of the
Company and the capital that investors with deep knowledge in the industry are willing to invest in the business.
The contrast is so staggering that, in the Investment Adviser’s opinion, it cannot remain as mispriced as it is
indefinitely.
Since the announcement on the 11th December, the stock price rebounded from €15.7 to €18.5, aligning itself to
the price of the latest block trade, and recovering by 18% since the lows but it still remains far below the team’s fair
value calculation that stands between €28 and €30. As per the Investment Adviser’s assessment more than
50% upside remains from current levels.
** Source EI Sturdza / Bloomberg PORT.

THE PORTFOLIO’S UPSIDE POTENTIAL:
Markets this year have been heavily influenced by:


Growth in Europe, and in general, being a bit lower than expected at the beginning of the year; with
expectations downgraded continually during the year;



Sizeable cash outflows from European equities, especially in the Small and Mid-Caps space, triggering
forced selling;



Trade barriers and protectionism creating a wide range of uncertainties and an inevitable pull back in
investments;



Turkey, Italy, the yellow vest movement in France and emerging markets economies being an unpleasant
and constant background noise.

The reality is that the Fund’s companies have the ability to sustainably create value for their shareholders, measured
through their free cash flow generation streams. The team believe that this is true today and will continue to be
true, even if the world enters into a period of slower growth for a certain period of time and that the Fund’s
companies have the resources to adapt in case this scenario materialises, be it through the soundness of their
balance sheet, through a reduction of their variable cost base and capital expenditures, and through the cash
coming from a deflation of their working capital.
Years like 2018 require patience and discipline; the team consider that they have planted the seeds for future
performance. The upside potential, as per the Investment Advisers internal models, for the Fund is today at
an unprecedented level of over 60%, on the basis of very conservative assumptions.
The average PE ratio for 2019 is now below 10x with a 9% Free Cash Flow yield. 7 out of the 26 companies in the
portfolio trade below their book value i.e. below the replacement value of their assets minus their debt.

INTERESTING RECENT OBSERVATIONS:
Even though markets have continued selling off month in the early days of December, we are observing changes:


In recent conferences the Investment Adviser has attended the mood from companies was cautiously
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relaxed and positive. Investors were clearly desperate for companies to say that the cycle is rolling over
and that they’re seeing weakness, but they simply aren’t in most areas outside autos, semis and retail, and
even in those sectors there are pockets of strength.


There has been a clear increase in insider buying very recently in the Fund’s universe.



Lastly, M&A activity has finally picked up from November, with takeovers announced by several
companies in Europe: Amer Sports, Basware, Poyry, Ahlsell, Osram Lighting to name but a few.

All these observations are important factors to watch and keep in mind for 2019. We would not be surprised if
2019 is a similar scenario to 2009, with volatility in the early months of the year and a strong rebound of the
portfolio companies after the annual results have been published.
Please note that past performance is not indicative of future returns.
The views and statements contained herein are those of Pascal Investment Advisers SA in their capacity as
Investment Adviser to the Fund as of 19/12/18 and are based on internal research and modelling.
Please contact info@eisturdza.com should you wish to have an update call with the investment team.
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*PERFORMANCE DATA (AS AT 14/12/2018):

Please note that past performance is not indicative of future returns.

WARNING
The contents of this document have neither been reviewed nor endorsed by the Central Bank of Ireland or any
other regulatory authority. If you are in any doubt about any of the contents of this document you should obtain
independent professional advice.

STOXX DISCLAIMER
STOXX Limited (“STOXX”) is the source of STOXX Europe 600 NR EUR and the data comprised therein. STOXX has
not been involved in any way in the creation of any reported information and does not give any warranty and
excludes any liability whatsoever (whether in negligence or otherwise) – including without limitation for the
accuracy, adequateness, correctness, completeness, timeliness, and fitness for any purpose – with respect to any
reported information or in relation to any errors, omissions or interruptions in STOXX Europe 600 NR EUR or its
data. Any dissemination or further distribution of any such information pertaining to STOXX is prohibited.

GENERAL DISCLAIMER - APPLICABLE TO UK DOMICILED RECIPIENTS
This communication is issued in Guernsey by E.I. Sturdza Strategic Management Limited which is regulated by the
Guernsey Financial Services Commission. Any investments or investment services mentioned in this communication
are not intended for retail customers. Consequently, this communication is only made available to professional
investors and eligible counterparties and should not be relied upon by any person that does not possess
professional experience in relation to investments. If you are in any doubt as to whether you possess suitable
experience in relation to investments please consult your financial adviser. Past performance is no guarantee of
future results. Under no circumstances should this document be forwarded to anyone in the United Kingdom who is
not a professional client or eligible counterparty as defined by the FCA. For the purpose of distribution in the
United Kingdom this material has been issued by E.I. Sturdza Investments Limited, Claridge House, 32 Davies
Street, London, W1K 4ND which is an appointed representative of Mirabella Advisers LLP which is authorised and
regulated by the Financial Conduct Authority. Further this communication is not an offer or an invitation to purchase
financial instruments but intended as information. Further the information contained in this communication does not
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represent a research report. E.I. Sturdza Strategic Management Limited has not considered the suitability of
investment against your individual needs and risk tolerance. Shares in the Fund should only be purchased by
persons with professional experience and investors should refer to the Fund Prospectus and/or KIID for detailed
information about potential risks involved in investing in financial instruments as well as the latest half-yearly report
and unaudited accounts and/or annual report and audited accounts. The information contained herein is estimated,
unaudited, may be subject to change and reflects the performance of the relevant fund offered by E.I. Sturdza
Strategic Management Limited during the period indicated. Any opinions or estimates expressed herein are at the
date of preparation and are subject to change without notice; however no such opinions or estimates constitute
legal, investment, tax, or other advice. Individual performance of the Fund may vary and historical data is not an
indication of future results. The value of the Fund and the income which may be generated from it can go down as
well as up and therefore investors must be able to bear the risk of a substantial impairment or loss of their entire
investment. The Swiss Representative and Swiss Paying Agent is Banque Eric Sturdza SA, Rue du Rhône 112, P.O.
Box 3024, CH-1211 Geneva 3. Copies of the Prospectus, KIID, articles of association, annual and semi-annual
reports may be obtained free of charge at the seat of the Swiss representative. This document is intended for
information purposes only and is not intended as an offer or recommendation to buy, sell or otherwise apply for
shares in the Fund. E.I. Sturdza Strategic Management Limited, 3rd Floor, Frances House, Sir William Place, St Peter
Port, Guernsey GY1 1GX. Part of the Eric Sturdza Banking Group. Company Registration Number: 35985.

DISCLAIMER - SWISS DOMICILED RECIPIENTS
E.I. Sturdza Funds Plc and its sub-funds are Irish funds authorized by the Irish Central Bank. They are approved for
distribution in Switzerland by FINMA. The Swiss representative and paying agent is Banque Eric Sturdza SA, rue du
Rhône 112, 1204 Geneva / Switzerland. Investors should refer to the fund prospectus and/or KIIDs for detailed
information about potential risks associated with investments in financial instruments as well as the latest half yearly
report and unaudited accounts and/or annual report and audited accounts. The prospectus, KIIDs, Articles of
association, semi-annual and annual reports of E.I Sturdza Funds Plc can be obtained, free of charge, at the seat of
the Swiss representative, Banque Eric Sturdza SA. The information contained herein is estimated, unaudited, may
be subject to change and reflect the performance of the relevant funds during the period indicated. Any opinions or
estimates expressed herein are at the date of preparation and are subject to change without notice. No such
opinions or estimates constitute legal, investment, tax or other advice. Individual performance of the funds may vary
and historical data is not an indication of future results. The value of the funds and the income which may be
generated from it can go down as well as up and therefore investors must be able to bear the risks of a substantial
impairment or loss of their entire investments. Past performance is no guarantee of future results. Performance data
do not take into consideration commissions and costs charged at the time of issuance and/or redemption of the
shares. This document is intended for information purposes only and is not intended as an offer or recommendation
to buy, sell, or otherwise apply for shares in the funds.
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