
D R I E M A A N D E L I J K S E  V E R S L A G
20.07.2022

+2.20%

Carmignac Portfolio Long Short European Equities performance in the 2nd quarter of 2022 for the F EUR Share class

+0.14%

Performance of the Fund

Year To Date

Quarterly Performance Review

The second quarter was one of the worst quarters for equities in recent history with the Eurostoxx 50 losing 12%, while the Nasdaq

plunged 23%. As flagged in our last two letters, the combination of an asset price bubble, spiraling inflation and rising rates provided a

difficult set-up for asset prices. We focused most of our work on the short side this quarter and found many new names, particularly in our

aggressive accounting sub-bucket.

As seen in the table below, we generated positive alpha in our Alpha Shorts bucket, while our Core Longs suffered from the market

backdrop.

Our strategy, Carmignac Portfolio Long Short European Equities, had a performance of +2.20% during the second quarter, bringing the

performance to +0.14% this year, in our F share class, net of fees.
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YTD ATTRIBUTION BY BUCKET

CORE LONGS -11.24

TRADING LONGS -2.07

RELATIVE VALUE/SPECIAL SIT -0.17

ALPHA SHORTS +12.28

HEDGING +3.13

Data as of 30/06/2022. Source: Carmignac, 30/06/2022.

The overall outlook for the market is unfortunately still very bleak, particularly for Europe. While most central banks have started to raise

rates aggressively, the European base rate is still negative, while inflation is heading towards double digits and the price/wage spiral is in

full swing. A collapsing currency is a positive for exporters, but obviously amplify the pressure from most input costs that are priced in

USD.

The ECB, which is mandated to keep price stability, is sitting with an inflation at 9% and with negative interest rates at -50bps. Meanwhile,

the European Economy, led by a hugely squeezed consumer and an unprecedented energy crisis, is heading into a deep recession. In

addition, many of its member states are highly indebted and cannot afford to service their debt at a rate that would be adequate for the

current rate of inflation.

The UK, our home base, is in a similarly miserable position. The already weak, post-Brexit, economy is suffering from serious staff

shortages and a lack of skilled workers. The dysfunctional government, combined with a collapsing currency, have increased the upward

pressure on a 40year high inflation rate. And while rents are rising, the combination of rising mortgage rates, higher building costs and

squeezed incomes, make house buying the least affordable since 2006. Given the lack of a longer dated fixed mortgage market, rising

floating rates will put more pressure on house owners in the UK than in Europe or the US.



What is our outlook for the coming months?

We do not expect a V shape recovery like we have gotten used to since the 2008 financial crisis. The inflationary forces are, at least partly,

unlikely to go away quickly, so central banks are unlikely to bail us out in the short run. The combination of rising rates and a recession will

obviously help to bring down demand for goods and services and depress asset prices, but we are concerned that in recent history, all the

zero rate policies and the money printing had a direct impact on asset prices, but there was no correlation with headline inflation. Thus, to

assume that inflation will disappear or go back to 2%, only because we are reversing actions that did not influence inflation in the first

place is not necessarily right. As Powell keeps on reminding us, inflation is extremely complex, and many factors are outside of their

control.

That said, every crisis provides opportunities and a lot of stocks have come down a long way and seen significant multiple compression.

Puma, one of our top convictions over the last few years, is down more than 40% this year, while its fundamentals remain very strong. ASM

International is also down 40%, Salesforce is back to its 2018 level and even a defensive play like Nestlé is down 15%.

Given the overall bearish set-up without much green shoots on the horizon, as we wait for the stabilization of long-term rates and

recessionary fears, we think the set-up for high quality businesses with strong structural drivers starts to look more favourable. We have a

wish list of companies where the IRRs on a 3-year horizon with conservative assumptions start to look attractive and aim to build or

increase positions here over the coming weeks and months.

We still have a strong idea flow on the short side. The consumer discretionary and industrials sectors have been very good hunting

grounds as the mixture of rising raw material prices, high inventories and fading demand from a squeezed consumer create a toxic

combination.

A flexible Long/Short approach to European Equities

Carmignac Long-Short European Equities

Discover the fund page

Carmignac Portfolio Long-Short European Equities

Discover the fund page

https://www.carmignac.nl/nl_NL/funds/carmignac-long-short-european-equities/a-eur-acc/fund-overview-and-characteristics
https://www.carmignac.nl/nl_NL/funds/carmignac-portfolio-long-short-european-equities/f-eur-acc/fund-overview-and-characteristics


Carmignac Absolute Return Europe A EUR Acc

ISIN: FR0010149179

 

Voornaamste risico's van het Fonds

RISICO VERBONDEN AAN EEN LONG/SHORT-STRATEGIE:  Dit risico houdt verband met de long- en/of short-posities die

worden ingenomen om de nettoblootstelling aan de markt bij te sturen. Het fonds kan aanzienlijke verliezen lijden als die

long- en short-posities zich gelijktijdig in een tegengestelde en ongunstige richting ontwikkelen.

AANDELEN: Aandelenkoersschommelingen, waarvan de omvang afhangt van externe factoren, het kapitalisatieniveau van

de markt en het volume van de verhandelde aandelen, kunnen het rendement van het Fonds beïnvloeden.

RENTE: Renterisico houdt in dat door veranderingen in de rentestanden de netto-inventariswaarde verandert.

WISSELKOERS: Het wisselkoersrisico hangt samen met de blootstelling, via directe beleggingen of het gebruik van

valutatermijncontracten, aan andere valuta’s dan de waarderingsvaluta van het Fonds.

Het fonds houdt een risico op kapitaalverlies in.
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Voornaamste risico's van het Fonds

RISICO VERBONDEN AAN EEN LONG/SHORT-STRATEGIE:  Dit risico houdt verband met de long- en/of short-posities die

worden ingenomen om de nettoblootstelling aan de markt bij te sturen. Het fonds kan aanzienlijke verliezen lijden als die

long- en short-posities zich gelijktijdig in een tegengestelde en ongunstige richting ontwikkelen.

AANDELEN: Aandelenkoersschommelingen, waarvan de omvang afhangt van externe factoren, het kapitalisatieniveau van

de markt en het volume van de verhandelde aandelen, kunnen het rendement van het Fonds beïnvloeden.

RENTE: Renterisico houdt in dat door veranderingen in de rentestanden de netto-inventariswaarde verandert.

WISSELKOERS: Het wisselkoersrisico hangt samen met de blootstelling, via directe beleggingen of het gebruik van

valutatermijncontracten, aan andere valuta’s dan de waarderingsvaluta van het Fonds.

Het fonds houdt een risico op kapitaalverlies in.
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