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Market environment 

In the first three weeks of September, 

Eurozone equities moved largely 

sideways, only to ultimately sell off 

some 5% on the back of worries that 

the Chinese company Evergrande 

could go bankrupt. This initial sell-off on 

Evergrande concerns and a spike in 

Treasury and Bund yields late 

September fuelled investor rotation out 

of expensive secular growth stocks into 

cheaper valued equities that can 

benefit from the economic reopening. 

While banks rarely comment on single 

name exposures, the absence in the 

press of such mentions seems to be an 

indication of limited direct exposure of 

European banks to Evergrande. There 

were also comments, at different 

conferences, by several major 

European banks of no direct exposure 

at all. 

According to the latest results of a trial, 

involving almost half a million health 

workers in South Africa, Johnson & 

Johnson’s Covid-19 vaccine cuts the 

risk of getting infected with the disease 

by about half and the vast majority of 

the breakthrough infections were mild. 

Meanwhile, the FOMC statement 

offered more explicit tapering hints. It 

noted that moderation in the pace of 

asset purchases may soon be 

warranted if progress continues as 

broadly as expected. Powell's press 

conference remarks are consistent with 

a formal tapering announcement in 

November. He said tapering will be 

gradual and likely done by  mid-2022. 

The ‘Dot plot’ showed that the 

Committee was evenly split for a rate 

hike in 2022. 

Meanwhile, the European Central 

Bank announced that it will slow down 

the pace of its pandemic bond-buying 

program in the final three months of 

2021 and acknowledged that the euro 

area’s recovery is strong enough to 

endure with less support. 

According to U.S. Labor Department,  

Wall-Street style bonuses haven’t been 

enough to fill the surging number of 

available jobs with U.S. state and local 

governments. Such openings jumped 

to 936’000, the highest number since 

2000. The push speaks to the 

nationwide labor shortage, with 

governments struggling to find workers 

even as the economy broadly reopens 

from the pandemic and children return 

to school. 

Data from the National Federation of 

Independent Business showed a record 

50% of US small-business owners said 

they had vacant positions, while an 

unprecedented number boosted wages 

to lure workers. Some 41% of small 

firms indicated they raised 

compensation, the most in monthly 

data back to 1986. 

This blatant labour shortage visible in 

the U.S. is likely to become evident in 

Europe as well soon. Thanks to Covid, 

Labour Union representatives in the 

eurozone have, despite record 

earnings from their companies, so far 

been overly politically correct, 

completely abstaining from announcing 

any claims publicly. This is likely to 

change drastically in early 2022, when 

they start pushing their agenda for hefty 

pay hikes. 

In September, 5-year forward inflation 

expectations jumped 15 basis points to 

1.84% on actual inflation sky-rocketing 

to a new high of 3.4%, exceeding the 

level seen at the very top of the 2011 

growth cycle, when the 10-year Bund 

yield traded at +2%. Core inflation (ex. 

food & energy) jumped to 1.9%, a rate 

not seen since 2008, when global GDP 

growth peaked, just before the Lehman 

collapse wreaked havoc and the 10-

year Bund yield traded at +4%. 

Accordingly, the 10-year Bund yield 

spiked 18 basis points to -20 basis 

points, while the Swiss Franc 

appreciated 0.2% to 1.079. 

Brent crude oil rose another 10% as it 

dawned on the market that, with crude 

inventories back at their 5-year 

average, risks of a speculative spike in 

oil prices to USD80-100+ was rising 

exponentially. Meanwhile nickel and 

iron ore dropped 8% and 12% 

respectively. 

The September Markit Eurozone 

Composite PMI dropped to 56.1, as 

business activity in the euro area 

suffered from supply chain bottlenecks, 

hurting both services and 

manufacturers. Confidence in the euro-

area economy unexpectedly rose in 

September as consumers turned more 

optimistic about the outlook and 

construction companies saw 

employment prospects improve. 



                             DIVAS EUROZONE VALUE 

 

Monthly Report September 2021 
 Marketing material for professional clients 

 

Past performance is not an indicator of future performance and current or future trends. The performance is net of commissions, fees and other charges. The mentioned financial instruments are provided for 

illustrative purposes only and shall not be considered as a direct offering, investment recommendation or investment advice. Allocations and holdings are subject to change. 

The September Caixin China 

Manufacturing PMI rose to 50 versus its 

preceding reading of 49.2, as did the 

September US ISM Manufacturing PMI 

rising to 61.1 from 59.9 previously. 

Performance 

In September, the MSCI EMU Index 

dropped 3.37%. The fund’s euro I-

shares rose 2.04%, outperforming the 

MSCI EMU Index (net dividends 

reinvested) by 541 basis points. 

Year-to-date the fund is up 30.72%, 

outperforming the benchmark by 1510 

basis points. This despite the fact that 

this year the value factor has 

underperformed the blend benchmark 

by 27 basis points. Accordingly, we 

managed to generate an asymmetric 

Alpha of 1537 basis points. 

Performance contributors 

• UniCredit, ING Group, BNP Paribas, 

Aegon and ABN AMRO Bank 

outperformed the market by 12%, 

11%, 10%, 10% and 9% 

respectively, as they benefited from 

analyst’s earnings upgrades 

following their stellar Q2 results and 

rising Bund yields. 

• Repsol, Royal Dutch Shell, ENI and 

TotalEnergies outperformed the 

market by 20%, 19%, 19% and 

16% respectively, driven by 

pronounced positive earnings 

revisions on the back of strong Q2 

results and rising oil prices. 

 

Performance detractors 

• Holcim and HeidelbergCement 

underperformed the market by 11% 

and 9%, on fears that rapidly rising 

energy costs, which constitute a 

large part of their COGS (cost of 

goods sold), were to burden their 

margins. Since they are factually 

running at full capacity, they are in a 

position to more than pass on rising 

energy costs with the typical time 

lag of 3-6 months. 

• ArcelorMittal underperformed the 

market by 4% on lower iron ore prices. 

 

Positioning 

In September, the fund reduced its 

position in ENI and UniCredit, up 94% 

and 49% respectively since purchase 

and having outperformed the market by 

45% and 26%, to increase its holdings 

in HeidelbergCement, TotalEnergies 

and Banco BPM. 

Outlook 

Top European banks plan to reward 

shareholders with at least EUR23 billion 

of excess capital, built up after their 

regulator restricted dividends and 

share buybacks during the pandemic. 

The European Central Bank’s 

controversial cap ended October 1, 

2021 and Andrea Enria, who leads its 

oversight arm, stated that he will only 

intervene if payments are imprudent. 

Market participants seem to want to 

move on from Evergrande, the trend of 

Delta is very encouraging and global 

economic activity is picking back up as 

lockdowns ebb. October to January are 

seasonally the strongest months for 

inflows into equity funds, October being 

the strongest. Sentiment is depressed 

and investors are either hedged or 

retain record cash positions. 

The pronounced outflow from eurozone 

value equities since early March 2021 

into secular growth stocks, basically 

more than reversed the inflow observed 

from mid-October 2020 to early March 

2021, when markets timidly started to 

price in some reflation.  This drove a 

relative performance strongly opposite 

to the strong fundamentals observed in 

in the value space. Despite the fact that 

our strategy has enjoyed some 80% 

positive earnings revisions since mid-

October 2020, on September 23, 2021 

the value factor retested the all-time low 

seen on October 16, 2020. In late 

September the ‘growth machine’ finally 

seems to have exhausted itself. This 

follows 6 months of a complete 

unwinding of the economically justified 

reflation trade, in which the value factor 

inconceivably underperformed by 1600 

basis points relative to growth. 

If you buy our strategy today, you 

acquire a portfolio growing its earnings 

in the low teens (5-6% organically + 5-

8% from share buy-backs) for the next 

three years, trading on 8.5x earnings, 

0.9x book and paying you a dividend 

yield of 3.8% (growing to some 4.5%, 

when banks, over the next couple of 

weeks, announce their final dividends). 

October and November seasonally 

happen to be the strongest months for 

value stocks. 

 

 

 

 

 

 

 

NAV: EUR 126.69 

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 


