DIVAS EUROZONE VALUE
Monthly Report October 2021
Marketing material for professional clients

Hansueli Jost
Lead Manager
DIVAS Asset Management AG

Market environment
The first week of October displayed
some softness in eurozone equities on
daily headlines re supply chain
bottlenecks which could potentially
trigger stagflation and worries related to
Evergrande that, to the markets
surprise, eventually paid its coupon on
time. During the ensuiing three weeks,
the market moved gradually higher
driven by strong Q3 results.
According to new data released by the
US Center for Disease Control and
Prevention, Covid-19 vaccines remain
extremely effective at preventing
severe disease and death, confirming
results seen in other countries. The
data showed age-standardised deaths
were far lower for the fully vaccinated
population than the unvaccinated. The
unvaccinated had an 11.3-times
greater risk of dying from Covid-19. The
Moderna inoculation saw the lowest
rate of age-adjusted breakthrough
cases and deaths.
In late October, Fed Chairman Powell
indicated some concern about inflation
risks, since shortages from the global
supply bottlenecks were likely to last
longer than previously expected. He
thinks it is now time to taper.

Inflation in the eurozone accelerated
more than expected in October to the
highest level since 2008 (the 10-year
bund yield was trading at +4% at the
time), marking another surprise reading
that will likely prompt investors to
question whether the current price
surge is really temporary. Consumer
prices rose 4.1% versus market
expectations of 3.7%. Core CPI, a
measure
stripping
out
volatile
components such as food and energy
climbed to 2.1%, a rate not seen in
nearly two decades.
Starting from November 1, a new round
of negotiations in Germany will show if
the post-crisis landscape has bolstered
bargaining power of unions at the heart
of the eurozone.
Towards the end of the period under
review,
ECB
President Christine
Lagarde had to admit that the current
phase of faster inflation “will last longer
than originally expected”.
In October, 5-year forward inflation
expectations jumped 10 basis points to
1.95%. Accordingly, the 10-year Bund
yield rose 9 basis points to -11 basis
points.
The Swiss Franc spiked 1.87% to
1.0584 on breaking a key technical
support at 1.07. We are now close to
the high of 1.05 seen at the peak of the
Covid crisis. Not really a reflection of
global economies running at full
capacity and overheating, but a good
indicator of the pronounced risk
aversion currently prevailing in the
market. Purely technically the Swiss
Franc may continue to strengthen to
1.05, before reversing its course to
return to a fundamentally more
appropriate level of 1.20+.

Oil continued its winning streak
after OPEC+ agreed in early October to
maintain its schedule of gradual
monthly
oil-production
increases,
ratifying a 400,000 barrel-a-day supply
hike scheduled for November, driving
prices 8% higher. Nickel rose 8% on
further inventory depletion while iron
ore dropped 9% on China trying to
engineer a steel output control.
In late October, copper tracked by
London Metal Exchange warehouses
that’s not already earmarked for
withdrawal was near the lowest since
the 1970s. The dramatic 88% drop in
available stockpiles this month has
been driven by a steady flow of orders
to take metal out of European depots.
While the record spot premiums should
typically start attracting metal back into
the warehouse network, there’s little
sign of that happening so far.
The
October
Markit
Eurozone
Composite PMI depreciated to 54.3, as
business activity in the euro area
suffered from supply chain bottlenecks,
hurting
both
services
and
manufacturers, as did the October US
ISM Manufacturing PMI softening to
60.8 compared to market expectations
of 60.5. Meanwhile, the October Caixin
China Manufacturing PMI rose to 50.6
versus its preceding reading of 50.
Performance
In October, the MSCI EMU Index rose
4.1%. The fund’s euro I-shares
appreciated
by
2.93%,
underperforming the MSCI EMU Index (net
dividends reinvested) by 117 basis
points.
Year-to-date the fund is up 34.54%,
outperforming the benchmark by 1419
basis points. This despite the fact that
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this year the value factor has
underperformed the blend benchmark
by 151 basis points. Accordingly, we
managed to generate an asymmetric
Alpha of 1570 basis points.
Performance contributors
• ArcelorMittal outperformed the
market by 6% on continued positive
earnings and FCF (20% FCF yield)
revisions from analysts.
• ABN AMRO Bank outperformed the
market by 4% on positive earnings
revisions from analysts.
• ENI outperformed the market by
3%, driven by blow-out Q3 results
coming in 33% ahead of
expectations, with exceptionally
strong FCF of 2.1billion (14% FCF
yield).
Performance detractors
• Telecom Italia, Telefonica and
Orange underperformed the market
by 13%, 11% and 3% respectively,
driven by Q3 earnings shortfalls
from Deutsche Telecom and
Telecom Italia, which pulled the
whole sector down.
• HeidelbergCement underperformed
the market by 4%, as the sector
continued to suffer from market
perceptions that rising energy
prices would squeeze their margins.
The company had a 2020 energy bill
of EUR1.5billion (50% electricity,
20% coal, 5% pellets, 5% natural
gas and the rest biomass) or some
12% of COGS (production costs).
Historically price increases occur
annually in January. Since they are
running at full capacity, they already
had two smaller price hikes in 2021
and will do another larger one in

January 2022. Because of the
volatility in energy prices, they are
likely going forward, to move to
rolling pricing (spot) to be able to
pass on energy price increases
faster to their customers.
Positioning
In October, the fund reduced its
position in ING, up 95% since purchase
in December 2020 and having outperformed the market by 59%, to
increase its holding in Orange.
Outlook
It is fascinating to observe, that not only
rapidly rising inflation and inflation
expectations are largely ignored by the
bond market, but that equally skyrocketing oil and industrial commodity
prices are neither reflected in
valuations of integrated oil companies
(IOCs) nor mining companies. This
clearly mirrors the utopian market
perception, that record commodity
prices and therefore inflation will rapidly
reverse course to return to the
deflationary pattern the market has
become so used to over the course of
the last 12 years.
This is as well the reason, why our
portfolio currently is still trading at just
8.6x earnings and offers us a rich
dividend yield of 3.7%, rather than
trading on 16-17x earnings, as it
historically did, when our companies
enjoyed normalised margins, earnings
and FCF as they currently do. This
explains the circumstance as to why, in
late September 2021, the value factor
tumbled back to its all-time low seen on
16 October 2020 and still trades some
300 basis points cheaper than at the

Covid crash low of March 2020! A
period over which we managed to
generate an asymmetric alpha of 56
percentage points.
To illustrate just how tight global
commodity markets are a couple of
numbers from the oil space to chew on:
OPEC+ plans to add 400k boed each
month through to August 2022, to fully
return their 5.8 million boed back onto
the market by early 2023. Oil demand
is expected to grow some 3.3 million
boed to 99.6 million in 2022. With spare
capacity of OPEC+ at some 6-7 million
boed and air travel gradually returning
to normal (World jet kerosene demand
at April 2020 through 2.6 million boed,
currently 4.6 million boed and
normalised 7.6 million boed), come end
2022 or early 2023 it is hard to see what
will stop oil prices from running away.
We therefore struggle to see how
Biden’s protest should change this
dynamic. As indicated in previous
reports, a USD100+ oil price looks
rather likely. Since oil constitutes the
vast majority of headline inflation,
already running at a record +4.1%,
there seems to be little let-up for
inflation from rising further.
Late October, sentiment once again
flipped back into negative territory. The
market and investors are positioned for
a sell-off. It’s hard to get more of a sell
off, when exposure is already so low
and short on the margin and sentiment
depressed.
November seasonally happens to be
the strongest month for value stocks.
NAV: EUR 130.4
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
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