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MSCI 439.1%

PIF 1,465.8% (C Class)

NB: With effect from 31 May 2020, our country classifications for securities were updated to reflect Bloomberg’s “country of risk” designations, 
and our currency classifications for securities were updated to reflect the relevant local currencies of our country classifications.



  

 
 

• Markets are behaving in a very unusual way – the divergence between winners and losers that we have been talking about for 
the last couple of years has moved to even more extreme levels. However we measure or define this, it looks unprecedented. 
Unless you believe that human behaviour has fundamentally changed, it seems inevitable to us that this will unwind and the 
further it goes on, the more spectacular that could be.  

• Despite the current economic situation, there is a raging bull market in a narrow range of opportunities, centred around the three 
most valuable companies in the world (Microsoft, Apple and Amazon) which dominate passive and most active portfolios. This 
masks the bear market in almost everything else.  

• As the world starts to return to work, we have not removed the risk of a second wave, but have bought time and developed a 
better understanding of the diseases and better preventative behaviours. Government and central bank stimuli have been a big 
support for markets and the permanent damage that lockdowns has done to economies is not yet clear. Progress made during 
the month on a vaccine, boosted Moderna which we have held since its 2018 IPO. 

• Our key challenge is determining appropriate levels of market exposure in light of economies that will take a long time to return to 
2019 levels. There is a high degree of pessimism beyond the market darlings and money printing is supportive to an otherwise 
tantalising list of short candidates.  

• We would note that if one sees an unwinding of market extremes, being long “cheap” and simultaneously short “expensive” 
could be seen as two expressions of the same view. We must manage the total exposure to this, and the reduction of our shorts 
might better be viewed in this context.   

• In our December 2019 quarterly report, we noted that monetary policy has reached its limits and the time for fiscal policy to take 
centre stage is coming. What coronavirus has done is defer this whilst weakening government balance sheets, making the 
financing of spending more rather than less likely to lead to higher borrowing costs.  

• We have talked at length about the opportunities provided by the likes of electric vehicles, semiconductors and the development 
of China.  

• With every market dislocation one hopes to add a new leg to the long side of the portfolio. Such an area is travel. After grinding 
to a halt, one of the world’s largest growth industries is presenting opportunities, particularly among booking platforms and jet-
engines, two industry segments that give us exposure to a travel recovery, with sound company economics as opposed to taking 
on the specific risk inherent in individual airlines.   

• As tensions between the US and China appear to build, the mishandling of coronavirus so close to an election and the 
President’s personality, mean we will hear more about China as a problem in the coming months. The trade war in 2018 did not 
impact on the key businesses in which we invest in China and, in any case, much of the rhetoric might just increase Twitter’s 
daily active user base.  

 

Contribution: We show the impact of the last three months on performance, with strong performance in health care (Moderna, Gilead 
Sciences, Takeda), semiconductors (Intel, Skyworks and Microchip), Facebook and Chinese logistics leader ZTO Express, not enough to 
offset tough outcomes in the more cyclical part of the portfolio in the sell-off (e.g. GE, TechnipFMC and Glencore) and the performance of 
some of the shorts in the rapid rebound from March lows. 
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Sell-Off 
20 Feb – 23 Mar 

Average 
Weight 

% 

Contribution 
% 

Average 
Return % 

Growth/Defensive 37 +3 +8 Growth/Defensive 33 -6 -17 
Cyclicals 50 -8 -16 Cyclicals 50 -16 -33 
Shorts & Cash/FX 20 & 13 -2  Shorts & Cash/FX 17 & 17 +7  
Total 67 -6  Total 66 -15  
Asia inc Japan (Net) 38 -4  Asia inc Japan (Net) 39 -7  
Rest of World (Net) 29 -5  Rest of World (Net) 27 -10  

 
Valuation: Earnings forecasts at this stage have lesser value than normal but we can look at the valuation of the portfolio against historic 
earnings to get a sense of the earnings power of the portfolio in a recovery. 
 

Metric Platinum International Fund MSCI AC World Net Index (A$) 
LTM (Last 12 Months) Earnings Yield 6.8% (Price to Earnings ratio of 14.8x) 5.7% (Price to Earnings ratio of 17.4x) 
LTM (Last 12 Months) Dividend Yield 3.0% 3.0% 
Price-to-Book-Ratio 1.4 2.0 
Enterprise Value-to-Sales 1.3 1.5 

The valuations in the table refers to the long portion of the portfolio, excluding negative net earnings, and using FactSet consensus earnings. 

 

 

                                                           
1 Average return is Contribution divided by Average Weight. 
Past performance is not a reliable indicator of future returns. 
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