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Market environment 

During the first two weeks of May, 

eurozone equities initially displayed 

some weakness as the market followed 

commodities lower, expecting growth 

rates to have peaked. However, share 

prices subsequently rebounded 

robustly as global leading indicators 

continued to drive higher, commodities 

reversed course and actual inflation 

spiked to 2% for the first time since 

2018. In mid-May the 10-year Bund 

yield successfully broke the all-

important technical level of -20 basis 

points, pushing the USD3 trillion 

machine to start buying banks.  

As the month drew to a close, scientists 

from the Goethe university in Germany 

published a paper saying they have 

uncovered the cause of the rare blood 

clots linked to COVID-19 vaccines 

produced by AstraZeneca and Johnson 

& Johnson (JNJ) and can fix the side 

effect. They have already been 

approached by JNJ. Finding a solution 

to this problem should precipitate a 

huge acceleration in the roll out of 

vaccines into Emerging Markets in view 

of JNJs scale and the easy logistics to 

administer this single shot vaccine. 

A record of the FED’s April gathering 

showed that some Federal Reserve 

officials were open to a debate at 

upcoming meetings on scaling back 

their massive bond purchases, 

potentially putting taper talk on the 

table as early as next month. 

In late May the ECB somewhat shifted 

its wording from being close to a 

serious tapering conversation, following 

consistent comments over the last 2 

months to suggest they could start 

tapering this July. This shift is likely to 

be motivated by the pronounced recent 

weakness in the US Dollar. The ECB will 

aim to sound just dovish enough to 

prevent any material and sustained 

upside breach in the currency. 

Global shortages are driving German 

producer prices higher at the fastest 

pace since 2011, the last time the 

European Central Bank raised euro-

zone interest rates to prevent surging 

energy and commodity costs causing 

broader inflation. Germany’s Bundes-

bank said that inflation in the country 

could climb as high as 4% this year, a 

level not seen since the euro was 

introduced more than two decades 

ago. 

Eurozone factories are struggling to 

keep up with the economic recovery as 

orders rise faster than production, 

setting the bloc up for a summer spike 

in inflation. Factories lifted their prices 

by most in more than 18 years of survey 

data, as they take advantage of the 

tight market to pass on higher costs to 

customers, thus expanding their 

margins. 

In May 5-year forward inflation 

expectations rose 6 basis points to 

1.60%. 

The 10-year Bund yield broke the all-

important technical level of -20 basis 

points in mid May to close up 2 basis 

points at -18 basis points. The Swiss 

Franc depreciated 0.11% to 1.099. 

The announcement of Iran’s president 

that the broad outline of a deal to end 

sanctions on its oil had been reached, 

initially drove oil prices lower. Iran has a 

full capacity of 4mboe/d. Current 

production is running at some 

2.4mboe/d. The realisation, that to 

bring on the remaining spare capacity 

of 1.6mboe/d, would probably take 18-

24 months, and the announcement 

from OPEC+ to expect oil stockpiles to 

diminish rapidly in the second half of the 

year as lockdowns ease and travel 

picks up, saw the oil price reverse its 

course to close flat on the month. 

Nickel appreciated 2%, while iron ore 

traded flat. 

The May Markit Eurozone Composite 

PMI accelerated its ascent to jump to 

56.9 versus 53.8 previously. The key 

driver was the spike in the Eurozone 

Services PMI, racing to 55.1 from 50.5 

previously. Needless to say, that this is 

only the very beginning of what is likely 

to take leading indicators to new record 

highs in coming months, with 

restaurants and other service areas 

opening up in June, combined with 

record savings rates and massive pent-

up demand. The May US ISM 

Manufacturing PMI rose to 61.2 from 

60.7 previously. The May Caixin China 

Manufacturing PMI rose to 52 versus its 

preceding reading of 51.9. 

Performance 

In May, the MSCI EMU Index rose 

2.49%. The fund’s euro I-shares 

appreciated 5.17%, outperforming the 

MSCI EMU Index (net dividends 

reinvested) by 268 basis points. 

Performance contributors 
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• The pronounced outperformance of 

the banking sector in May was the 

result of record earnings beats from 

our banks (UniCredit reported 

double the expected net attributable 

profit and Société Générale even 

three times the expected level) and 

the fact that the 10-year Bund yield 

successfully broke the important 

technical level of -20 basis points 

that triggered the machine to start 

buying banks. Banco BPM, 

UniCredit and Société Générale 

outperformed the market by 21%, 

20% and 11% respectively. The 

other banking holdings 

outperformed the market by 4-5%. 

• ArcelorMittal outperformed the 

market by 9% on reporting a strong 

set of results, with lower-than-

expected net debt of USD5.89bn, 

opening the way for accelerated 

share buy-backs. 

• Repsol outperformed the market by 

8% on reporting results comfortably 

ahead of analyst’s expectations with 

a strong FCF of EUR655 million. 

 

Performance detractors 

• Bayer underperformed the market 

by 6%, as Judge Chhabria denied 

preliminary settlement motion for 

the RoundUp multidistrict litigation 

(MDL) settlement. Since Bayer was 

prepared to pay a premium to settle 

via an MDL settlement, the 

company is confident that 

settlement costs of potential future 

claims will not rise above the 

already provisioned USD2 billion. 

Cash from operations will improve 

in 2021 and 2022 as future 

settlement payments were front-

end loaded. 

• Telecom Italia underperformed the 

market by 6%, as the new Italian 

government dropped the backing of 

the company’s single network plan. 

 

Positioning 

In May, the fund reduced its position in 

Société Générale, up 81% since 

purchase in August 2020, and having 

outperformed the market by 49% to 

increase its holdings in Royal Dutch 

Shell. 

Outlook 

Global industrial production (IP) growth 

is set to accelerate this summer after 

recent softness due to parts shortages, 

and COVID-19 shutdowns. The 

weather-related slowdown will also 

reverse. 

The most courageous Strategists now 

call for the value trade to possibly 

prevail for another 2-3 months. 

However, not in their wildest dreams 

would it occur to them that this could be 

a multi-year process and that the value 

space could ever return to a fair 

valuation, let alone overshoot, as it has 

historically always done. Last time in 

2007 it was the China induced 

commodity bottle-neck that triggered 

the value bubble, this time around it is 

likely to be EV-evolution induced. The 

EUR750 billion 5-year infrastructure 

program from the European Union, 

EUR100 billion of which will flow into the 

economy in the second half of 2021, will 

only accentuate prevailing supply 

deficits in industrial commodities. The 

acceleration in oil inventory drawdowns 

guided by OPEC+, to happen in 

H2/2021, will as well push crude oil into 

a deficit and a return to USD100 per 

barrel cannot be excluded. 80% of the 

headline inflation (CPI) is driven by 

commodities of which 80% is crude oil. 

The US CPI currently stands at its 

highest reading since 1981. US 

capacity utilisation is nearing full 

capacity, job openings are sky-

rocketing and premiums/bonuses are 

being paid to lure employees. With 

European economies somewhat 

lagging the US economy, it is only a 

question of time, until labour shortages 

in Europe will start pushing salaries 

higher. Just a gentle reminder: 80% of 

the core CPI is driven by labour costs. 

There is a major misperception in the 

market that rising rates were to hit 

highly indebted governments like Italy 

and cyclical business models 

disproportionately. Since nominal rates 

are a fraction of what they were 12-

years ago and credit spreads for 

cyclical business models have 

tightened dramatically since the GFC of 

2009, Italy today only pays 1% to 

service its new debt rather than 4% and 

our cyclical companies could over the 

course of the last 12 years refinance 

their prohibitively costly variable/fixed 

debt into 20–30-year fixed debt for 

virtually nothing. 

The area which is truly exposed to rising 

interest rates is long duration or secular 

growth assets. Valuations of these 

assets have been overshooting for 

years since the market paid little heed 

to appropriate pricing levels. Exorbitant 

valuations would simply be explained 

away by negative interest rates and that 

the future value of such growth into 

perpetuity in such an environment 

would be exponential. What is to 

happen to these assets, when interest 

rates normalise? Investment time 

horizons will collapse, next generation 

growth attraction fades, and suddenly a 

bird in the hand will be worth two in the 

bush, i.e., the market will start to focus 
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on value stocks, either sitting on big 

cash piles or record low net 

debt/EBITDA levels, generating heaps 

of surplus FCF they can use to 

aggressively buy back shares and pay 

very generous dividends. 

Since the market trough of 16 March 

2020, we have generated a 

performance of 121%, beaten the 

benchmark by 50 percentage points 

and the NASDAQ 100 by 41 

percentage points. The good news is: 

you have not yet missed anything. The 

value factor has since the crash low 

outperformed the blend benchmark by 

just 2.04%, i.e., the full potential (slide 

11 of the presentation – last rotation) of 

this multi-year regime change is still up 

for grabs. 

Following the 66% value factor 

underperformance versus the blend 

benchmark seen over the last 12 years, 

to simply get back to square one, the 

value factor needed to outperform the 

blend benchmark by a factor of 3! 

Looking at the last 14 months, you 

could probably not be bothered by the 

2.04% value factor outperformance. I 

think what you truly want from us, is the 

48% asymmetric Alpha (slide 10) we 

delivered on top of that, which our 

investment process allows us to 

generate. The rotation will just deliver 

the icing on the cake. 

Since this regime change will sooner or 

later end up in a panic, you should 

probably not try to micro-time this 

rotation but instead position yourself 

now. 

The US Dollar, the Swiss Franc and 

Tech is falling, the Arc is sinking and 

Bitcoin is evaporating. There is a very 

long way to go, before these assets are 

to reach fair value. After 14 years, a 

major regime shift and a multi-year 

process that will help to accelerate the 

rotation back into value. There is only 

one place to hide; the only safe haven 

left. Until very recently utterly 

unimaginable: EUROZONE VALUE 

 

 

NAV: EUR 123.33 

ISIN I shares: LU1975716835 

Valor I shares:  47229643 
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Currency Risk – Non-Base Currency Share Class: Non-based currency share classes may or may not be hedged to the base currency of the Fund. Changes in exchange 

rates will have an impact on the value of shares in the Fund which are not denominated in the base currency. Where hedging strategies are employed, they may not be 

fully effective. 

 

Equity: Investments in equities may be subject to significant fluctuations in value. 

 

Capital at risk: All financial investments involve an element of risk. Therefore, the value of the investment and the income thereof will vary and the initial investment amount 

cannot be guaranteed. 

 

Important legal Information 

This material is communicated by DIVAS Asset Management AG. This material is only to be communicated to institutional clients, investment professionals or market 

counterparties (e.g., banks). It has been solely prepared for informational and marketing purposes and does not constitute or form part of, and should not be construed as, 

an offer, invitation or inducement to purchase or subscribe for any securities or services. No part of this material, nor the fact of its distribution, should form the basis of, or 

be relied on in connection with, any contract or commitment of investment decision whatsoever. The information contained herein is preliminary, limited in nature and subject 

to completion and amendment. No representations or warranty, either express or implied, is given or made by any person in relation to the fairness, accuracy, completeness 

or reliability of the information or any opinions contained herein and no reliance whatsoever should be placed on such information or opinions. 

There is no guarantee of trading performance and past performance is not necessarily a guide to future results. In particular the results and graphs above may contain 

hypothetical performance results. Hypothetical performance results are based on various assumptions and may have many inherent limitations, some of which are described 

below. No representation is being made that any account will or is likely to achieve profits or losses similar to those shown; in fact, there are frequently sharp differences 

between hypothetical performance results and the actual results subsequently achieved by any particular trading program. One of the limitations of hypothetical performance 

results is that they are generally prepared with the benefit of hindsight. In addition, hypothetical trading does not involve financial risk, and no hypothetical trading record 

can completely account for the impact of financial risk of actual trading. For example, the ability to withstand losses or to adhere to a particular trading program in spite of 

trading losses are material points which can also adversely affect actual trading results. There are numerous other factors related to the markets in general or to the 

implementation of any specific trading program which cannot be fully accounted for in the preparation of hypothetical performance results and all of which can adversely 

affect trading results. Hypothetical performance results are shown for illustrative purposes only and are not to be relied upon for making investment decisions. Clients must 

base their decisions on their own understanding of the strategy, the service or product and market views. 

DIVAS Asset Management AG may act as a hedging advisor. Any hedging activities carry substantial risks. Hedging can involve short-selling of asset classes with unlimited 

downside risks in certain cases. Prospective clients hedging their portfolio might miss significant upside in the assets they hedge.  Furthermore, there is always a bias 

between the assets being hedged, and the results of the hedging strategy (it is not possible to obtain a continuous hedge with a fix correlation of -1 over time). This bias 

typically increases in situation of market dislocations, as the assets being hedged are typically less liquid than the instruments used for the purpose of hedging these, and 

the losses of the assets being hedged become higher than the gains of the hedging strategy on the back of an increase in the liquidity premium. 

This material is confidential and intended solely for the information of the person to whom it has been delivered and may not be distributed in any jurisdiction where such 

distribution would constitute a violation of applicable law or regulations. DIVAS Asset Management AG specifically prohibits the redistribution, reproduction or transmittal in 

whole or in part, to third parties. 

If you are a US citizen or resident, or represent a trust which is subject to taxation under US Internal Revenue Service requirements, or represent a partnership or corporation 

organized under the laws of the United States of America or any state, territory or possession thereof (“US Persons”) you are prohibited by law from buying investments 

other than those authorized for sale by the SEC. This document shall not be distributed to restricted Persons. 

This material is prepared by DIVAS Asset Management AG, or an affiliate thereof, for informational and marketing purposes. No representation or warranty is made that any 

indicative performance or return indicated will be achieved in the future. This material has been prepared by DIVAS Asset Management AG, none of the management 

company, the registrar and transfer agent, the central administration or the custodian of the Fund has independently verified any information contained herein and no 

party makes any representation or warranty as to the accuracy, completeness, or reliability of such information. 

DIVAS Asset Management AG, 2021 

 

Divas Asset Management UG (haftungsbeschränkt), represented by Mr. Hans Ulrich Jost (“Agent“) is a tied agent within the meaning of Article 29 (3) of Directive 2014/65/ 

EU (“MiFID II”) as implemented in the respective national jurisdictions, of ACOLIN Europe AG (“ACOLIN“) and registered in the Tied Agent Registry of the German Federal 

Financial Supervisory Authority (BaFin). The Agent is entitled to engage exclusively in the reception and transmission of orders within the meaning of Annex I A (1) MiFID 

II in relation to one or more financial instruments. The Agent acts only on behalf and for the account of ACOLIN. The financial services performed by the Agent are 

exclusively in relation to the Evolt Dynamic Beta Fund and the DIVAS Eurozone Value Fund, sub-funds to the White Fleet IV Fund. 

 

The information contained therein is intended only for informational purposes and does not constitute an offer for the purchase or sale of financial instruments. All 

information is provided without guarantee and is subject to change. The information contained herein does further not constitute Investment, legal, tax or any other form 

of advice. No investment decision should be made without obtaining qualified financial advice. This email is intended exclusively for professional clients within the meaning 

of Annex II MiFID II. 

 

The information provided in this email may not be copied or forwarded without the express consent of ACOLIN. The information may not be made available to US citizens 

or persons residing in the USA.  

 

This email may contain confidential and/or legally privileged information. If you are not the correct addressee, or you have received this email in error, please inform the 

sender immediately and delete this email.  

DIVAS Asset Management UG, 2021 


