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Déjà Vu 
 

The fund declined by 0.6%* in August, whilst the MSCI All-Countries World Index fell by 2.4%. Since inception the fund is 
up 44%*, whilst the MSCI All-Countries World Index is up 31%*. As a long-term strategy with low turnover we fully expect 
and recommend that unitholders judge our performance over a period of five years or more. 

Fund management, done right, necessarily entails continuous learning.  Whilst any specific outcome is always beyond our 
control, we retain sovereignty over the process.  By studying the errors and successes of omission and commission made by 

ourselves and others, our process can be refined through iterative feedback loops, with the aim of achieving superior future 
outcomes.  This makes the accumulated experience of an individual and their team an invaluable part of decision-making.  Over 
time it serves a reference library of multiple mental models.  Oftentimes when appraising an investment, we have a sense of 
having ‘seen this movie before’.  These flushes of déjà vu are an aspect of our connected thinking across sectors of the 

economy, geographic regions, and market environments.  These insights enable us to arrive at conclusions which other market 

participants – less introspective, less joined-up, less willing to learn – do not. 

One example of this would be ‘front books / back books’, jargon familiar to analysts in the financials sector.  The concept is that 
a bank lends money at some margin which constitutes their ‘back book’ of business and delivers current profitability, but the 
‘front book’ of new business and future profitability might be markedly different if interest rates and competition deteriorate 
subsequently, rendering near-term earnings multiples less reliable for valuing the business.  We believe this can be applied to 

incumbents in industries undergoing disruption.  Take Relx, where the market perceives the Elsevier division as vulnerable to 
‘open access’ (discussed in September 2018, ‘Curriculum Vitae’).  We regard the ‘front book’ open access business model as 
enjoying similar revenues and margins to the ‘back book’ subscription sales but with higher growth, thus flipping open access 

from being a threat to an opportunity.  Or Assa Abloy, where the market is concerned that the shift from mechanical to electrical 
locks will be deleterious in an analogous way that to LED lightbulbs.  Instead, we point to the clear precedent of Korea, where 

the ‘front book’ conversion of that market led to higher revenues and similar margins. 

Another example is ‘umbrella pricing’ whereby a substitute product is able to achieve supernormal profitability because it is 
sold in reference to something else.  Market consensus regards nicotine vaping as never becoming profitable, whereas we see 
vaping pods as priced off conventional cigarettes, and point to the encouraging precedents of Nestle’s Nespresso pods (priced 

at a discount to a Starbucks coffee, not a premium to homemade instant), or Heineken’s 0.0 beer (priced at a discount to 

alcoholic beer, not a premium to shandy). 

 

*Source: Bloomberg, I USD share class, Net of fees. The inception date of the fund was 21st November 2016 
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Key Risks 
The value of an investment and any income from it can go down as well as up and can fluctuate in response to changes in 

currency and exchange rates. Investors may not get back the original amount invested. 

The Fund Invests in emerging markets, these markets may be volatile and carry higher risk than developed markets. 

The Fund invests in a small portfolio of securities. Losses from a single investment may be more detrimental to the overall 

performance than if a larger number of investments were made. 

 

The Fund uses derivatives; these can be complex and highly volatile. This means in unusual market conditions the Fund may 

suffer significant losses. In unusual market conditions, the Fund may have difficulty selling its investments, which may cause it 

to suffer losses, defer redemption payments or suspend dealing in shares. 

Investors’ attention is drawn to the specific risk factors set out in the fund’s share class key investor information document 

(“KIID”) and Prospectus. Investors should read these in full before investing. 

    

Important Information  
Except where stated as otherwise, the source of all information is Aviva Investors Global Services Limited (“Aviva Investors”) as at 
31 August 2019. Unless stated otherwise any opinions expressed are those of Aviva Investors. They should not be viewed as 

indicating any guarantee of return from an investment managed by Aviva Investors nor as advice of any nature. 

Past performance is not a guide to future performance.  

The Prospectus and Key Investor Information Document (KIID), are available, together with the Report and Accounts of the SICAV, 
free of charge from Aviva Investors Luxembourg, 2 rue du Fort Bourbon 1st Floor.L-1249 Luxembourg, Grand Duchy of 

Luxembourg R.C.S. Luxembourg B25708, Aviva Investors, St Helen’s, 1 Undershaft, London EC3P 3DQ The Prospectus is available 
in English and German. Where a sub fund of the SICAV is registered for public distribution in a jurisdiction, a KIID in the official 
language of that jurisdiction will be available. 

Issued by Aviva Investors Global Services Limited, the Investment Manager to the Fund registered in England No. 1151805.  
Registered Office: St Helens, 1 Undershaft, London, EC3P 3DQ.  Authorised and regulated by the Financial Conduct Authority 
(Firm Reference No. 1191780). 
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